Google 


This  is  a digital  copy  of  a book  that  was  preserved  for  generations  on  library  shelves  before  it  was  carefully  scanned  by  Google  as  part  of  a project 
to  make  the  world’s  books  discoverable  online. 

It  has  survived  long  enough  for  the  copyright  to  expire  and  the  book  to  enter  the  public  domain.  A public  domain  book  is  one  that  was  never  subject 
to  copyright  or  whose  legal  copyright  term  has  expired.  Whether  a book  is  in  the  public  domain  may  vary  country  to  country.  Public  domain  books 
are  our  gateways  to  the  past,  representing  a wealth  of  history,  culture  and  knowledge  that’s  often  difficult  to  discover. 

Marks,  notations  and  other  marginalia  present  in  the  original  volume  will  appear  in  this  file  - a reminder  of  this  book’s  long  journey  from  the 
publisher  to  a library  and  finally  to  you. 


Usage  guidelines 

Google  is  proud  to  partner  with  libraries  to  digitize  public  domain  materials  and  make  them  widely  accessible.  Public  domain  books  belong  to  the 
public  and  we  are  merely  their  custodians.  Nevertheless,  this  work  is  expensive,  so  in  order  to  keep  providing  this  resource,  we  have  taken  steps  to 
prevent  abuse  by  commercial  parties,  including  placing  technical  restrictions  on  automated  querying. 

We  also  ask  that  you: 

+ Make  non- commercial  use  of  the  files  We  designed  Google  Book  Search  for  use  by  individuals,  and  we  request  that  you  use  these  files  for 
personal,  non-commercial  purposes. 

+ Refrain  from  automated  querying  Do  not  send  automated  queries  of  any  sort  to  Google’s  system:  If  you  are  conducting  research  on  machine 
translation,  optical  character  recognition  or  other  areas  where  access  to  a large  amount  of  text  is  helpful,  please  contact  us.  We  encourage  the 
use  of  public  domain  materials  for  these  purposes  and  may  be  able  to  help. 

+ Maintain  attribution  The  Google  “watermark”  you  see  on  each  file  is  essential  for  informing  people  about  this  project  and  helping  them  find 
additional  materials  through  Google  Book  Search.  Please  do  not  remove  it. 

+ Keep  it  legal  Whatever  your  use,  remember  that  you  are  responsible  for  ensuring  that  what  you  are  doing  is  legal.  Do  not  assume  that  just 
because  we  believe  a book  is  in  the  public  domain  for  users  in  the  United  States,  that  the  work  is  also  in  the  public  domain  for  users  in  other 
countries.  Whether  a book  is  still  in  copyright  varies  from  country  to  country,  and  we  can’t  offer  guidance  on  whether  any  specific  use  of 
any  specific  book  is  allowed.  Please  do  not  assume  that  a book’s  appearance  in  Google  Book  Search  means  it  can  be  used  in  any  manner 
anywhere  in  the  world.  Copyright  infringement  liability  can  be  quite  severe. 


About  Google  Book  Search 


Google’s  mission  is  to  organize  the  world’s  information  and  to  make  it  universally  accessible  and  useful.  Google  Book  Search  helps  readers 
discover  the  world’s  books  while  helping  authors  and  publishers  reach  new  audiences.  You  can  search  through  the  full  text  of  this  book  on  the  web 


atjhttp  : //books  . qooqle  . com/ 


The  Bankers' 
magazine,  and 
statistical 
register 


Digitized  by 


yGpogle 


Digitized  by 


Google 


Digitized  by 


Google 


Digitized  by  LjOOQle 


BANKER’S  MAGAZINE, 

\ r • 

AND 

Statistical  Register. 


“ JV#  expectation  of  forbearance  or  indulgence  ihouLi  be  encouraged.  Favor  nnd  benevolence  are  net  the  mttrt- 
hute*  of  pood  bonking.  8t*ict  jnetice  and  the  rigid  performance  of  contract!  are  ite  proper  foundation .” 

»*  Tharaoenue  gf  the  State  ie  twk  Stats  ; in  effect,  all  depend!  upon  it,  whether  for  rapport  or  for  reformation.*' 
- PUpktfuitg  considered,  no  principle  to  more  eoneerratite  than  that  which  Idemtifei  the  laborer  with  the 
capitalist.'* 


VOLTTHE  TWE1TTY-  NINTH, 

OR, 

VOLUME  NINTH  OF  THE  THIRD  SERIES. 

From  July,  1971,  to  Junk,  Jfi?5,  inclusive. 


EDITED  BY  B.  HOMANS,  Jr. 


% 

\ 

NE.W  YORK: 

Published  Monthly  by  I.  SMITH  HOMANS,  No.  851  Broadway. 

1874-1875. 


Digitized  by  LjOOQle 


Digitized  by  LjOOQle 


GENERAL  INDEX 

TO  TOE 

TWENTY-NINTH  VOLUME  (OR  NINTH  VOLUME,  THIRD  SERIES.) 

OF  THB 

BANKERS  MAGAZINE  & STATISTICAL  REGISTER 

FROM 

JULY,  1874,  TO  JUKE,  1875,  BOTH  INCLUSIVE. 


fy  CrrmpUu  copies  of  the  present  volume  can  be  supplied  by  the  publisher . to 
order.  Price,  in.  numbers  $ 5 ;•  or,  substantially  bound,  $0.5  >.  Separate  numbers 
will  be  furnished  to  subscribers  for  the  completion  of  their  volumes , at  fifty 
cents  each. 

Cy  Bound  volumes i will  be  supplied  in  exchange  for  the  numbers , at  the  office, 
251  Broadway,  New  York.  Price  $1.50  for  binding. 

t7*  The  value  of  this  work  as  a record  of  the  Binkina  and  Financial  events  of 
the  year  is  are  itly  enhanced  by  hut  in  y it  substantia'ly  bound  for  reference.  It 
furnishes  the  only  complete  epitome,  % n a convenient  and  accessible  form , cf  the 
financial  history  of  the  country  for  the  past  twenty-nine  years. 


Abbreviation  in  bank  correspond- 
ence , 127. 

Abstract  of  new  currency  bill,  72. 
Acceptance  of  check— liability,  806. 

44  of  draft  l»y  telegraph,  47. 

“ of  mined  drafts,  7 27. 

44  ou  back  of  draft,  552. 

Acceptances,  Loudon  joint-stock  banks, 
273. 

Acceptance  payable  “with  exchange,”  901. 
Act  respecting  legal  holidays,  76. 

Act*  of  Congress,  new,  2l4j  714.  810,  876. 

“ •*  new,  Havings  banks,  214. 

Adams  Express  Co..  Hank  of  Louisville  &l 
Planters’  Bank.  c.  the,  163. 
Advance  in  the  gold  premium.  657. 

“ “ wages  of  labor,  685. 

Africa,  population  of,  833. 

Agency,  redemption,  395. 

Ageut  and  principal,  law  of,  806. 
Aggregate  business  of 
“ lfamum  Clearing- Hons* , 932 
“ Chicago  Clearing-House,  933. 

“ Indianapolis  Clearing-House,  935. 
u London  Clearing-House,  930. 

“ Milwaukee  Clearing-House,  934. 

44  Pittsburgh  Clearing-House,  935. 

44  St.  Louis  Clearing-House,  934. 

44  national  debts,  7 42. 

41  reserves,  country  banks,  3. 

44  44  in  redemption  cities,  4. 

Alabama,  Supreme  Court  of,  236. 

44  state  debt  of,  557. 

44  usury  laws  and  decisions,  53. 

Alien  immigrants  arrived  iu  the  Uuited 
States,  579. 

Alteration  of  promissory  notes,  803. 


1 Altered  checks,  certification  of,  720. 

“ checks,  law  of,  476. 

“ national  bank  notes,  126. 

Amending  sec.  31  of  national  bank  act,  73. 
American  and  English  (tallies,  2. 

44  railroad  manual,  107. 

America,  population  of,  832. 

Amount  of  Uuited  Stales  circulating  notes. 

Analysis  of  the  population  of  the  globe. 
83 1 . 

Anglo-Califomian  bank,  77. 

An  honorable  example,  316. 

Another  financial  hill,  710. 

Appeals,  N.  Y.  Court  of.  decisions  of,  311, 
547,  803. 

Are  hanks  liable  for  neglect  of  agent*  ? 630. 
Are  banks  responsible  for  deposited  bonds  t 
836. 

Are  stnm|>ed  signatures  binding  f 985. 

Are  time-drafts  identical  with  post-notes  ? 
337. 

Arizona,  usnry  laws  of,  53. 

Arkansas  constit'  tional  convention,  31&. 

41  usury  laws  and  decisions  of,  54. 
Arrest  of  bank  officers.  155, 912. 

Asia,  population  of,  833. 

Aspect*,  financial,  of  the  iron  trade,  279. 

“ “of  the  President’s  mes- 

sage, 489. 

Assignats,  the,  432. 

Atlantic  cable  landed  (new),  76. 

Attachment  of  a national  bank  by  a state 
court,  977 

Australia  and  Polvnesia,  population  of,  833. 
Averages,  bank,  before  ana  after  the  panic 
of  1873.  827. 


\4)0 * 

^ ,t>*  tifM 


C1' 


1- 


474842 


Digitized  by 


Google 


IV 


[June, 


HANKERS  MAGAZINE — 1 874-5. 


Babbage,  Mr.  Charles,  on  the 
Londou  Clearing-House,  933. 
Bagel)  ot,  Mr.,  view*  of,  17ft,  177. 

Bailey,  Dudley  P.,  Jr.,  011  financial  prob- 
lems, ^89. 

Baillenx  de  Marisy  ou  Frencb  commerce.  23. 
Balances,  interest  on,  72ft,  81 1 . 

Balch,  Thomas  F.,  translation  by,  769, 8ft7. 
Ballard,  J.,  decision  of,  163. 

Baltimore  bank  dividends,  158 

“ Clearing-House,  931,  93:1. 

“ immigrants  arrived  in,  579. 

Bank  averages  and  Jay  Cooke  panic,  827. 
Bank  bills,  worn  out.  conversion  of,  378. 

“ buildings,  396. 

“ Clerks’  Associations,  78,  147, 559,  625. 
*4  Clerks’  Beneficial  Association,  Phila- 
delphia, 559. 

44  Clerks’  Mutual  Benefit  Association, 
316,  556,  625. 

“ changes,  82,  163,  242,  321.  401,  481, 
561,  648,  730,  816,  915,  994. 
checks,  stamps  upon,  560. 

“ convention  at  Saratoga,  923. 

4 4 convention  of  1875,  989. 

44  correspondence,  brevity  in,  127 . 

“ deposits,  interest  on,  725. 

“ directors,  females  as.  726. 

“ dividends,  Boston,  394,  398. 

* dividends,  New  Yorkj  153. 

“ drafts,  use  of  capitals  in,  128. 

44  examiners,  pay  of,  559. 

“ liability  of,  acceptance  of  check.  806. 

liabilities,  New  York,  71,  155,  384. 

“ 44  Baltimore,  158. 

“ note  circulation  of  the  United  King- 
dom, 369,  371. 

“ “ United  States,  377. 

44  notes,  fraudulent  national,  126. 

“ notes,  lost,  who  benefits  by  t 116. 

“ note,  a dangerous,  560. 

44  notes,  bulk  of,  paid  by  the  Bank  of 
England,  993. 

44  notes,  stolen,  910. 

not  liable  for  stolen  deposits,  729. 

44  of  British  North  America,  69. 

•*  of  Commerce,  Canadian,  Toronto,  240. 

of  Commerce,  New  York,  76,  397,  408. 
‘‘  of  Chicago,  suspension  of,  156. 

“ of  England  circulation,  173. 

“ “ coin  reserve  of,  486. 

*4  44  deposits  of,  486. 

“ “ discount  and  new  loan. 

172. 

*•  *•  dividend  of,  787. 

*•  44  drum  of  gold  from,  452. 

44  *•  notes  paid  by,  993. 

44  “ situation  of,  prior  to 

April,  1874,  174. 

*•  officers,  arrestor,  155,912. 

of  France,  Tooke  on,  21. 

4-  “ contraction  in,  101. 

“ movements  of,  928. 

44  “ specie  reserve  of  the,  437. 

“ of  Louisville  and  Planters’  Bank, 
v.  Adams  Express  Co.,  163. 

“ of  Pern,  560. 

“ of  St.  Louis,  statement  of.  158. 

*‘  of  the  Commonwealth.  National.  396, 
990. 

*•  of  Tennessee,  813. 


Bank  of  the  United.States,  the  old,  541, 796, 
“ “ 44  a new,  544, 799. 

886. 

44  “ 44  advantages  of,  541. 

44  removals,  158. 

•*  reserves,  2,  876,  963. 

4‘  country,  3, 5. 

” “ redemption  cities,  4,  5. 

“ 4‘  the  question  of,  876, 963. 

“ resources,  New  York,  71,  155,  385. 

44  robberies,  78,  239,  319.  558,  645.  646. 
812,  911,  912. 

“ robberv  frustrated,  812. 

44  safes,  642. 

44  shares,  national,  liens  upon,  130,  131. 
41  41  taxation  of,  238, 811. 

44  statements,  Boston,  86,  406,  653,  733, 
820,  916,  998. 

“ 44  New  York,  85,  166,  245, 

326,  406,  487,  565, 
653,  732,  820,  916, 
997. 

“ “ Philadelphia,  86, 487, 653, 

'733,820,916,998. 

44  stock,  taxation  of,  in  Troy,  239. 

“ stockholders,  personal  liability,  728. 
44  stocks,  city,  245. 

Bankable  funds,  78. 

Bankers  and  brokers’  tax,  75. 

*4  Chinese,  599. 

“ Code,  the,  721. 

4 4 convention,  908. 

44  taxation  of,  468. 

Banking  and  financial  items,  75,  154.  231, 
315,  395,  474,  556,  641.  725,  810, 
908,  990. 

44  deposits,  London,  231. 

44  in  China,  595. 

44  law,  free,  of  Illinois,  156. 

“ laws  of  Pennsylvania,  713. 

4’  national,  1. 

44  system,  some  perils  of  our,  1. 

“ system,  Swiss,  growth  of  the.  ISO. 
44  * “ of  Switzerland,  186. 

44  progress  of,  in  Canada,  664. 

Bankrupt  law,  new,  135. 

Bankruptcy  decision,  316. 

Banks  and  bankers  in 
44  Alabama.  47,  236. 

4*  Arkansas,  316,  557. 

• Baltimore,  248,  381,  476.  911. 

Boston,  80,  130,  310,  394, 398,  406,  463. 
477,  645,  653,  733,  736,  820,  911,  916. 
*•  California  (except  Sau  Francisco), 
219,  557. 

“ Chicago.  77,  156,  209,  397,  398,  641. 

729.911. 

Cincinnati,  47,  318,  328,  646,  728. 

••  Connecticut,  191,  195.  196,  236,  24S, 
397,  476,  477,  811. 

“ District  of  Columbia.  156,  317,  328, 

909.911. 

*•  Georgia.  643,  910. 

*•  Illinois  (except  Chicago).  77,  317,  397, 
911. 

4*  Indiana,  77,  157,  328,  398.  474,  477, 
726. 

Iowa,  398,911. 

“ Kansas,  317.  398,  474. 

*4  Kentucky,  77,  134,  163,  237,  644.  OIL 
“ liOiiisian'a,  317,  398,  726. 


Digitized  by  LjOOQle 


**75-1 


GENERAL  INDEX. 


V 


Banks  and  Bankers  iu 
*•  Maine,  248. 

- Maryland,  21*.  881,  643,  911. 

“ I i"  ;s.  J noth  except  1 1 nn),  237, 
MS,  391.  3.*\  177,  646,  736,  9J2. 
9 1 S. 

**  Michigan.  317,  318.  177. 

•4  Missouri.  166,  727. 

“ Nebraska,  159,  477. 

44  Hew  Hampshire,  318,  17*.  650,  645. 

•*  Jersey,  159,  727. 

**  Mew  York,  71,  75.  76.  77.  85,  155,  168, 
935t  339,  247,  316,  318,  328,  384, 

:*86,  389,  3%.  397,  399,  406.  408, 

17 1.  176,  187,  54  i 647 . 556,  557, 

665,  623,  634,  636,  638,  639,  640, 

653,  076.  678,  727,  728,  732,  736. 

717.  74*.  749,  750,  806,  811,  820, 

912,  916. 

*•  Ohio  (except  Cincinnati),  47,  159,239, 
848,  31*.  328,  646,  728,  912. 

••  Pesmsjhmnii  (except  Philadelphia). 

18.  319,  616,  812. 

■*  Philadelphia,  86.  239.  31*.  :*99,  478. 

1-7.  559, 560. 653, 728,  733, 820,916. 
“ Rhode  Id  and,  299,  736,  812. 

44  San  Praucieeo,  21/,  218,  236,  476. 

44  neaaee  ; 8, 7 3* ».  ->1  ■>. 

41  Texan,  239,  319. 

**  Vermont.  319.  912. 

Virginia,  79,  159,  248,  328,  479,  729. 
if  12. 

4*  West  Virginia,  159. 

“ Wisconsin,  80,  319,  328,  646. 

- Canada,  69.  159.  160,  165,  240,  319, 
399,  479,  646,  664,  665.-729,  813. 

44  Nova  Scotia,  240,  399. 

44  acting  as  brokers,  643. 

44  and  bankers,  new,  8J,  163,  241,  322. 

402,  480,  562,  647,  729, 818,  913,  994. 
•*  and  the  prevention  of  panics,  825. 

*•  an-  thev  responsible  for  deposited 
bonds  1 836. 

“ liability  of,  for  counterfeit  notes,  991. 

**  of.  for  special  deposits,  381. 

44  mitkonali  net  earnings  of.  120. 

•*  “ of  Chicago,  156. 

“ new  notional,  official  bulletin  <<f,  *3, 

1 02, 8 13.  320.  404,  179, 563, 650.  73 J, 
815,914,  994. 

*4  of  Canada.  66L. 

“ of  New  Orleans,  726 

44  of  mw  forit,  gold  held  by,  622. 

*•  44  utv,  spade  in, 622. 

“ protection  of,  by  the  police,  236. 

■*  re  I reecnlalors,  121. 

“ savings,  of  California,  217. 

“ s of  New  York  and  New 
England,  compared,  417. 

••  **  of  New  York,  decrease  of  de- 

posits daring  the  panic,  416. 
*•  “ new  laws  of  Congress.  214. 

*4  the,  ami  the  bonds  deposited  for  cir- 
culation. 379. 

the.  and  the  Comptroller  of  the 
Cnrrency,  335. 

Barth  on  money  and  its  uses,  34. 

Baptist,  Frederic,  on  capital,  26V 

Bearer,  payment  t«*.  of  checks  to  order,  68. 

Beneficial  Association,  Philadelphia  bank 
clerks’,  559. 


Biddle,  Nicholas,  and  an  attack  on  the 
United  States  Bank,  173. 
Billholders,  rights  of,  643. 

Bills  and  notes  in  Canada,  new  law  of,  160. 
Bills  of  exchange,  law  of,  311,  552,  7 27,  978. 
Bills  of  lading  as  security,  552. 

Blaine  on  municipal,  state,  and  county 
debts,  356. 

Blake  on  production  of  gold  and  silver,  42. 
Blatchforu,  Judge,  on  bankruptcy,  316,  476. 

“ on  notice  of  receiver,  476. 
Blodgett,  J..  decision  by.  807. 

Bine- book,  insurance,  152. 

Boisgui Hebert,  M.,  on  mercantile  settle- 
ments in  France,  929. 

I Bolles,  A.  8..  oil  the  currency  question,  33. 
j 44  on  decline  in  value  of  gold  und  sil- 
' ver,  42. 

j 44  on  money  and  its  uses,  33. 

I “ on  the  money  of  the  future,  45. 

“ relation  of  banks  to  specula- 
tors. 121. 

Bond  tables,  Tobin’s,  152. 

Bonds,  deposited,  are  banks  resiKnisible 
for,  836? 

' •*  deposited  for  circulation  of  national 

banks,  379,  509. 

five-twenty,  for  redemption,  390. 
396,  474,  725,  808,  908,  990. 

I 44  forged  and  fraudulent,  399. 

i “ French  market  for,  191. 

*4  illegal,  811. 

“ of  defaulting  railroads  held  in  Eng- 

land, 739. 

4‘  railroad  aid,  558. 

! 44  stolen,  645,  804. 

| “ 44  as  collateral  security,  67. 

44  town,  contested,  320. 

4i  Western  municipal,  558. 

Bonamv  Price  on  causation  of  panics,  361. 
Bonded  debt  of  District  of  Columbia,  115. 
Bonnet,  Viet,  on  bank-note  circulation,  438. 
44  “ on  French  Industry,  10,  770, 

857. 

Book  notices,  151,  721,  981. 

Borrowed  money,  tax  on,  912. 

Borland,  YV.  P.,  on  worn-out  bills,  378. 

44  “ “ the  currency  and  the 

panic,  572. 

Boston  bank  dividends,  394,  398,  911. 

' 44  bank  statement,  86,  406,  653,  733, 

820,  916,  998. 

44  banks,  taxation  of,  237. 

“ clearing-house,  911,  931,  932. 

4*  defalcations  in,  477. 

41  First.  Ward  National  Bank,  477. 

44  immigrants  arrived  in,  579. 

44  National  Bank  of  Redemption,  477. 

645. 

Brazil,  Bank  of,  321,  757,  993. 

44  amount  of  coinage  iu,  540. 

44  Commerce  of,  760. 

44  mint  of,  538. 

44  monetary  system  of,  538,  603,  681, 
752. 

44  paper  currency  of,  753. 

Breadstuff  exports,  *252. 

Brevity  in  bank  correspondence,  127. 
Bristow,  B H.,  appointment  of,  80. 

44  (Mr.)  and  liis  administration,  89. 

*4  41  the  Syndicate,  etc.,  180. 


[June, 


vi  banker’s  magazine — 1874-5. 


Bristow  Secretary,  report  of,  495. 

“ 44  and  unstamped  checks,  837. 

British  mint  museum,  2*27. 

“ North  America,  Bank  of,  69. 

“ produce,  exports  of,  369. 

“ “ imports  of,  369. 

,4<  railways,  official  report  of,  282. 

44  railways,  official  statistics,  105. 

“ railway  statistics.  8*23. 

Broadway  Bank  aud  the  Tweed  ring,  247. 
Brokers,  banks  acting  as.  643. 

Brooklyn,  Savings  banks  of.  750. 

Browne,  Nathaniel  B.,  death  of.  824. 
Bnilding  associations,  mutual,  476. 
Bullard,.!.  R.,  v.  National  Eagle  Bank,  130, 
Bulk  of  bank  notes  paid  by  the  Bank  of 
England,  993. 

Bulletin,  official,  of  new  national  banks, 
83,  162,  243,  320,  404,  479,  563, 
650.  731,  815,  914,  994. 

Bullion  product  of  the  Pacific  States,  697. 
Burned  documents,  deciphering  of,  229. 
Butler,  George  A.,  on  the  currency,  302, 375. 
Burglars,  protection  against,  642. 

Business  prospects  and  currency  elasticity, 
737. 


Cable,  new  Atlantic,  landed,  76. 

Cairnes  (Prof.)  and  economic  science.  417. 
California,  development  of,  167. 

“ mint,  new,  476. 

“ savings  banks  of,  217,  219. 

“ State  banks,  savings  banks,  loan 
and  trust  companies  of,  567. 

“ usury  laws  and  decisions,  35. 

Called  bonds  aud  the  refunding  of  the  pub- 
lic debt,  741. 

Callender  and  the  Ocean  Bank,  76. 

Call  for  the  notes  of  national  bauks,  396. 
Cauada,  Bank  of  Montreal,  479. 

“ Federal  Bank  of,  Toronto,  319. 

44  Guarantee  Company,  the,  659. 

44  Imperial  Bank  of,  813. 

44  Merchants’  Bank  of,  479,  993. 

“ hanks  of,  240,  319,  479,  664,  993. 

“ fraud  in,  165. 

44  new  law  of  bills  and  notes  iu,  160. 

“ progress  of  banking  in,  661. 

Canadian  Bank  of  Commerce,  240. 

Capital  and  operations  of  the  Credit  Fon- 
cier,  446. 

“ invested  in  railroads,  254. 

“ of  Londou  joint-stock  banks,  272. 

“ of  Philadelphia  banks,  478. 

“ railway,  in  Great  Britain,  283. 

“ savings  bank,  taxation  of,  476. 

“ stock,  taxation  of,  157. 

“ 14  national  banks,  taxation  of 

209. 

“ tax  on,  840. 

Capitals,  use  of,  128. 

Carbondale,  Pa.,  First  National  Bank,  646. 
Carey,  H.  C.,  plan  of,  372. 

Carrying  trade  of  the  United  States.  918. 
Cashier,  changes  of,  82, 163,  242,  321,  401, 
481,  561,  648,  730, 816,  915,  995. 
Cashier’s  indorsement,  bank  liability  on, 
463. 

Causation  of  panics,  361. 

Centennial,  the  Philadelphia,  318. 


Central  America,  population  of,  832. 

44  Pacific  and  Union  Pacific  R.  R.407. 
Certificates  of  deposit  and  post  notes,  551. 

44  of  stock,  spurious,  475. 

Certification  of  altered  checks,  720. 

44  of  c hecks,  540,  720. 
Chamberiajne,  Hugh,  and  London  banks, 

Chamber  of  Commerce,  New  York,  and 
plans  of  currency,  970. 

Changes  iu  narional  debt,  257. 

“ unfunded  debt,  257. 

14  of  president  and  cashier,  82,  163, 
242,  321,  401,  481,  561,  648,  730, 
816,  915,  995. 

Charter  numbers  to  be  printed  on  all  na- 
tional bank  notes,  73. 

Chase,  Chief  Justice,  on  legal  tenders,  410. 

“ Mr.j  and  the  Treasury,  717. 

Check  raising,  157. 

Check,  receipt  of— Is  it  payment  t 977. 
Checks,  altered,  476. 

44  altered,  certification  of,  720. 

44  acceptance  of,  liability  for,  806. 

44  certification  of,  510. 

44  certification  of,  does  it  release  the 
drawer?  720. 

44  countermanded,  liability  of  drawer 
of,  901. 

“ duplicate,  protest  of,  551. 

“ functions  of.  877. 

44  in  F»ance,  80. 

44  or  notes,  priority  of,  902. 

44  payable  in  exchange  ou  New  York, 
985. 

“ post-ckited,  should  they  be  protested  ? 
718,  900. 

44  raised,  liability  of  banks  for,  540. 

44  right  of  a drawer  to  stop,  813,  901. 

44  stumps  upon,  560,  726. 

44  stamp  tax  on,  evasion  of,  382,  704, 
822 

44  the  law  of,  311,  540,  551,  718,  806, 
813,  900,  977. 

44  time,  protest  for  non-acceptance  of, 
718,  900. 

44  to  order,  payable  to  bearer  of,  68. 

44  unstamped,  318,  643,  837. 

‘4  unstamped,  aud  the  Treasury  Depart- 
ment, 837. 

44  unstamped,  right  of  search  for,  810, 
905. 

44  unstamped,  search  for,  resisted,726. 
Chec8emau,  Dr.,  aud  the  Eighth  National 
Bank,  556. 

Cheque  circulation  of  London,  368. 
Chevalier  on  French  commerce,  20. 

44  on  money  and  its  uses,  34. 

Chicago  banks,  sus|>ension  of,  644. 

44  clearing-house,  643,  931,  933. 

“ interest  on  balances,  811. 

44  Manufacturers’  Nat.  Bauk,  91 J. 

national  banks  of,  156,  398,  644. 

44  suspension  of  Bank  of,  156. 

Chief  cities,  failures  in,  431. 

“ “ national  banks  in,  503. 

“ 44  of  Europe,  population  of,  834. 

China,  banking  in,  595. 

Chinese  bankers,  599. 

44  money  clubs,  600. 

Cincinnati  Clearing-House,  931,  934. 
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Cindmuiti,  banker*  of,  328. 

“ national  banks  of,  616. 

44  Superior  Court  of,  47.,  812. 
Circulating  medium.  1874  and  1876,  28. 

44  notes,  withdrawal  of,  73. 
Circulation,  bank  note,  377. 

44  of  national  banks,  641,  725, 

44  of  the  Bank  of  England,  173. 

Cities,  chief,  failures  in  the,  431. 

44  44  national  banks  in  the,  503. 

44  of  Europe,  population  ef.  834. 
Citizens'  Bank,  Philadelphia,  559. 

44  Bank,  New  Orleans,  La,  317,  398. 
City  and  county  of  New  York,  debt  of,  77. 

*r  bank  stocks,  245. 

Classification  of  coin  deposits.  196. 

44  of  railroad  freight,  407. 

Clark  Sc  Co.,  E.  W.,  Philadelphia,  399. 
Clay.  Henry,  on  a Bank  of  the  United 
States,  800. 

Clearing-House  Association,  New  York, 
meeting  of,  396. 

44  Baltimore,  931,  933. 

44  Boston,  931,  932. 

44  Chicago,  643, 931,  933. 

44  Cincinnati,  931.  934. 

44  Indianapolis,  9111 , 935. 

44  London,  369,  928,  930. 

44  Milwaukee,  93L,  934. 

44  New  Haven,  931,  935. 

44  New  Orleans,  931. 

44  New  York,  9,420,929, 931. 

44  Philadelphia,  931,  933. 

44  Pittsburgh,  931,  935 

44  8t.  Louis,  931,  934. 

44  St.  Paul,  93 1. 

44  returns,  New*York  City, 

85,166.  245,  326. 406,91ft). 
44  system  ncre  and  abroad, 

929. 

Clearing-Houses  in  the  U.  S.,  641,  929. 
Clews  Sc  Co..  Henry,  bankruptcy  of,  557. 
Clipped  national  bank  notes,  126. 

Cliques  and  panics,  689. 

Coal,  shipment  of,  999. 

Coe,  George  8.,  on  the  financial  situation, 
612. 

Coinage  of  money  in  Brazil,  540. 

44  national,  400,  500. 

Coin  basis,  how  can  we  re-establish  a,  545. 
44  certificates,  held  by  New  York  banks, 
622. 

44  reserve  of  Bank  of  England,  486. 

44  twenty -cent,  910. 

Coining  operations  of  French  mint,  94. 
Coins,  miuor,  of  the  United  States,  their 
purchase,  exchange,  redemption, 
etc.,  472. 

44  new  English,  240. 

Collateral  security,  stolen  bonds  as,  67. 
Collection  paper,  right  to  hold,  68. 

Collins,  D.  C.,  on  money  and  finance,  722. 
Colorado,  usury  laws,  S5. 

Colombia,  District  of,  debt  of,  115. 
Commerce  and  railroads,  279. 

44  chamber  of,  New  York,  and  plans 
of  currency,  970. 

44  French,  Chevalier  on,  20. 

44  44  Desseilligny  on,  21. 

44  of  France,  foreign,  22,  96. 

44  44  Marisy  on,  23. 


Commercial  disorders,  periods  of,  798. 

44  44  freedom  from,  798. 

Commissioners  of  Emigration,  report  of, 
5<  8. 

Commonwealth,  National  Bank,  of  New 
York,  474. 

Comparison  of  circulating  medium,  1874 
and  1876,  28. 

44  of  deposits,  196f 

44  of  New  York  And  New  Eng- 

land Savings  banks,  417. 
Comptroller  of  the  Currency  and  the  banks, 
335. 

44  of  the  Currency,  report  of,  503. 
44  of  the  Currency,  decisions  of, 
154.234,810,909. 

Condition  of  New  York  State  banks,  623. 

44  of  the  United  States  railroads, 1 10. 

Confederate  currency,  240. 

44  money,  settlement  in,  236. 

Congress,  and  currency  expansion,  409. 

44  monetary  powers  of,  303,  334. 

44  new  acts  of,  714,  810,  976 
44  new  laws  of,  savings  banks,  214. 
Connecticut,  savings  banks  of,  191. 

44  usury  laws  of,  55. 

Conscience  fund,  423. 

Contraction  in  the  Bank  of  France,  101. 

44  of  currency  in  France,  90. 

44  of  greenbacks  in  United  States. 

Contract  of  stock  brokers,  312. 

Convention  of  bankers,  825, 908,  923,  989. 

44  of  bankers  at  Saratoga,  923. 
Conversion  of  worn-ont  bank  bills,  378. 
Cooke  Sc  Co.,  Jay,  Philadelphia,  318,399. 
Copper,  production  of,  727. 

Corporations,  new  law  in  New  Hampshire, 
317. 

Correspondence,  bank,  brevity  in,  127. 
Correspondents,  inquiries  of,  67,  382,  551, 
718,  900,  985. 

Constitution  of  the  United  States  on  paper 
money,  302,  334. 

Copper,  coinage  of,  681. 

Corinth,  Alisa,  robbery  of  bank,  558. 
Corporations,  law  of,  475. 

Cost  and  earnings  of  U.  S.  railroads,  455. 

“ to  France  of  war,  14. 

44  of  United  States  railroads,  254. 

Cotton  crops,  566. 

Counterfeit,  dangerous,  316,  910. 

Counterfeit  money,  247. 

Counterfeit  notes,  liability  of  banks  for,  991 . 
Countermanded  checks,  liability  of  drawer 
of,  901. 

Country  bank  reserves,  3. 

County  bonds  repudiated,  397. 

Coupons,  detached,  624. 

44  forged,  811.  ^ 

Court  of  Appeals,  Kentucky,  134,  630,  633. 

44  *4  New  York,  311, 547,  803. 

Court  of  Appeals,  N.  Y.,  recent  decisions  of, 

Courtois,  Aiphonsc,  on  French  loans,  18, 
19,20. 

Credit  Foncier  of  France,  191.  441,  4W, 

666. 

Credit,  letters  of,  forged,  240. 

44  and  currency,  o02,  37o. 

Credit,  public  and  national  debt,  too. 
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Creighton,  Edward,  Oiualm,  death  of,  477. 

Crisis,  the  treasury,  26. 

Crop,  cotton,  566. 

('rope,  liens  upon.  643. 

“ the,  ana  the  puuic,  57*2. 

“ Virginia,  88o. 

Customs,  gold  receipts,  736. 

Covington,  Ky.,  First  National  Bank,  911. 

Currency  and  credit,  302,  375. 

“ and^specie,  451. 

“ hill  ot22d  June,  2,  72,  73. 

'*  confederate,  240. 

counterfeit,  247. 
counterfeit,  in  France,  91. 

“ elasticity,  737. 

*‘  expansion  and  Congress.  409. 

**  fractional,  as  a legal  tender,  383. 

*‘  (government)  in  Europe,  854. 

*‘  law,  new,  in  Pittsburgh,  129. 

“ mutilated,  81 1,  910. 

“ orders  as,  239. 

“ paper,  destruction  of,  641. 

•*  question,  the,  33. 

“ report  of  comptroller  of,  503. 

“ sixes,  910. 

Currency,  plans  of,  and  the  New  York 
Chamber  of  Cou  merce,  970. 


Dacotah,  usury  laws  of,  56. 

Dangerous  counterfeits,  316,  910. 

Davis,  Mr.  Justice,  885. 

Dean’s  Interest  and  Equation  Exponents, 
152. 

Death,  notices  of,  76,  78,  88,  96,  165,  168, 

237,  239,  248,  297,  316,  318,  328, 

397,  408,  476,  477,  488,  559,  645, 

727,  728,  729,  736,  812,  824  , 991, 

1000. 

Debt,  aggregate  national,  742. 

“ funded,  of  the  U.  8.  railroads,  454. 

“ municipal,  state,  and  county,  356. 

“ national,  and  public  credit,  255. 

“ 44  changes  in,  257. 

*4  44  recent  progress  in,  533. 

“ of  Alabamn,  557, 

•4  of  city  and  county  of  New  York,  77. 

“ of  District  of  Columbia.  1 15. 

■*  of  France,  growth  of,  592. 

“ of  Indiana,  477. 

“ of  North  Carolina,  559. 

“ of  Pennsylvania,  public,  239,  559. 

*‘  of  the  United  States,  48,  136,  232,  314, 
393,  469,  555,  651,  724,  906,  988. 

44  of  the  United  States  of  Colombia,  288. 
“ public,  and  its  liquidation,  921. 

“ “ at  excessive  interest,  537. 

“ “ “ high  “ 537. 

•*  “ “ low  “ 536. 

*4  41  “ moderate  44  536. 

44  State,  in  default,  709. 

Debtors’  deposits,  right  to  retain,  720. 
Deciphering  burned  documents.  229. 
Decision  of  Illinois  Supreme  Court  on  the 
railroad  aid  bonds,  77. 

“ of  Judge  Woodruff  on  the  bank- 

ers’ and  brokers’  tax,  75. 

“ of  United  States  Supreme  Court 
on  national  bank  snares,  130. 

“ recent,  of  the  United  States  Court 

of  Appeals.  311,  547,803. 


Decision  on  taxing  of  capital  stock,  157. 

“ Treasury,  national  banks,  154. 

“ Treasury,  on  stamps  on  vouchers, 

903. 

Decisions,  legal,  53,  75,  77,  137,  157,  201, 
311,  547.  803. 

44  in  bankruptcy,  316. 

under  the  usury  laws,  53,  137, 
201 ; Alabama,  53 ; Arkansas,  54  ; 
California.  55;  Delaware,  56; 
Florida,  57  ; Georgia,  57  ; Illinois, 
58;  Indiana,  59;  Iowa,  60;  Kan- 
sas, 60;  Kentucky,  61 ; Louisiana, 
137 ; Maryland,  138 ; Massachu- 
setts, 138;  Michigan,  139;  Mis- 
souri, 140;  Nevada,  141;  New 
Hampshire,  141 ; New  Jersey,  142 ; 
New  York,  144 ; North  Carolina, 
201;  Ohio,  201;  Oregon,  202; 
Pennsylvania,  202;  South  Caro- 
lina, 2f03;  Tennessee,  204;  Texas, 
205 ; Vermont,  206 ; West  Virgin 
ia,  207 ; Wisconsin,  208. 

14  U.  S.  Supreme  Court,  130. 

Decline  in  emigration.  340. 

“ in  value  of  gold  and  silver,  42. 

Decrease  of  deposits  in  New  York  banks 
during  the  panic,  416. 

“ 41  44  in  Nc>v  York  savings 

hanks  during  the  panic,  416. 

Defalcation  in  Boston,  477. 

44  in  Montreal,  479. 

“ in  Pacific  Bank,  New  York,  474. 

Defalcations  and  Fidelity  Companies,  659. 

Default  in  State  debts,  709. 

Defaulting  officials.  75. 

“ railroad  bonds  held  in  England, 
739. 

“ milroads  and  their  lessous,  453. 

“ 44  457. 

Defeat  of  the  tax  on  borrowed  money,  912. 

Delaware,  tisurv  laws  and  decisions,  56. 

Delinquent  Pacific  railroad  company,  235. 

Delinquents,  treasury,  75. 

Demoralization,  national  and  financial,  113. 

Denny,  Thomas,  New  York,  death  of,  408. 

Deposit  Bank,  Carlisle,  228. 

44  banks,  nature  and  functions  of, 
878. 

“ certificate  of,  and  post  notes,  551. 

Deposits  and  depositors  in  Connecticut  sav- 
ings banks,  195. 

44  of  debtors,  right  to  retain,  720. 

**  in  bank,  interest  on,  725. 

*•  special,  liability  of  banks  for,  381. 
“ of  London  bauks,  231,  272. 

41  of  New  York  savings  banks,  415. 
44  in  New  Y^ork  savings  banks, 
decrease  of,  during  the  panic,  416. 
“ special,  478. 

‘*  of  the  Bank  of  England,  486. 

comparisons  of,  19o. 

41  profits  on,  827. 

Deposited  bonds,  are  banks  responsible  for? 
836. 

Desseilligny  on  French  commerce.  21. 

Destruction  of  paper  currency,  641. 

Detached  coupons,  624. 

Details  of  reserves  of  country  banks,  5. 

44  41  44  of  banks  in  redemption 

cities,  5. 


Digitized  by  LjOOQle 


>*7$1 


GENERAL  INDEX. 


ix 


Development  of  California.  167. 

44  social  and  industrial  growth, 

953. 

“ of  Spain,  761. 

Does  certification  of  a check  release  the 
drawer?  720. 

Donation  to  Bank  Clerks’  Association,  316. 
Directors,  females  as,  726. 

Directors,  new  law  of,  in  New  Hampshire, 
317. 

Disbursement*  on  account  of  French  war 
fine,  861. 

Disbursing  officers  in  default,  75. 
Discontinuances,  82, 165,  241,  324,  404,  483. 

564,  649,731,819,915,996. 
Discounting  by  savings  banks  prohibited, 
78. 

District  of  Colombia,  debt  of,  115. 

District  of  Colnmbia,  usury  laws  of,  56. 
Dividends,  Bank  of  England,  787. 

44  Boston  banks,  394.  398. 
u London,  joint-stock  banks,  273, 
787. 

44  New  York,  153. 
not  taxable,  243, 

*•  railway,  in  Great  Britain,  283. 
“ suspended  banks,  76,  77.  159, 
396,  474.  727,  911,912. 

44  Philadelphia  banks,  478,  992. 
Document*,  burneu,  deciphering  of,  229. 
Dissolutions  of  banks  and  bankers,  82, 
157,  165,  239,  241,  308,  324,  398, 
401,  483,  564,  649,  731,  817,  915, 
996. 

Do  high  WAges  stimulate  invention  ? 528. 
Draft,  the  law  of,  (see  Bills  of  Ex- 
change.) 

Drafts,  by  telegraph,  acceptance  of,  47. 

44  in  evasion  of  stamp  duty,  69. 

44  raised,  acceptance  of,  7’27. 

Drain  of  jg>ld  from  the  Bank  of  England, 

Drawer  of  check,  is  lie  relieved  by  certifi- 
cation f 720. 

“ of  countermanded  checks,  liability 
of,  901. 

44  right  of,  to  stop  a check,  813. 
Duplicate  checks,  protest  of,  551. 


Earnings  of  National  Banks.  120. 

**  44  U.  S.  railroads,  454. 

“ and  cost  of  “ “ 455. 

Economy,  political,  how  and  when  to  study 
it,  263. 

Economic  development  of  Spain,  761. 

44  fallacies,  notes  on,  284,  345, 432. 

“ science  and  Professor  Cairoes,  417. 
Eighth  National  Bank  of  N.  Y.,  235, 476, 556. 
Eight  months’ contraction  in  the  Bank  of 
France,  101. 

Elasticity  of  the  currency,  737. 

Elliott,  Professor,  on  rates  of  interest,  220. 
41  44  on  population  of  the 

United  StAtes,  234. 

Ellis,  Mr.  George,  exculpation  of,  235. 
Ellis,  Superintendent,  report  of,  623. 
Embezzlement  bill,  Virginia,  79. 

Emigrants,  number  of,  at  New  York,  340. 
Emigration,  has  it  declined  ? 340,  578. 

44  report  of  commissioners  of,  578. 


Emma  mine,  recent  history  of,  160,  993. 
Engineering,  financial,  at  nouie  and  abroad, 

English  and  American  panics,  2. 

44  coins,  new,  240. 

England.  Bank  of,  coin  reserves,  486. 

41  44  deposits  of,  486. 

44  44  dividend  of,  787. 

44  defaulting  R.  K.  bonds  held  in,  739. 
44  Scottish  banks  in,  274, 

Equation  and  Interest  Exponents,  152. 
Esquire,  use  of  the  term,  128. 

Establishment  of  a new  mint,  728. 

Estate,  real  and  personal,  J56. 

Europe,  chief  cities  of,  population  of,  834. 

“ government  currency  in,  851. 

44  population  of,  833. 

41  savings  banks  in.  750. 

European  syndicates,  policy  of,  298. 

Evarts,  William  M.,  on  finance,  113. 
Evasions  of  the  stamp  tax  on  checks,  69, 
382,  704,  822. 

Exchange  tables,  152. 

44  on  London,  84, 166, 245,  325, 405, 
485,  565,  652,  732,  820,  916,  997. 
44  on  New  York,  checks  payable 
in,  985. 

Expansion,  greenback.  258. 

Expenditure  of  United  States  of  Colombia, 
289,  290. 

Expenditures,  Treasury,  256,  422. 

44  post  office  department,  423. 
Export  of  British  produce,  369. 

Exports  and  imports,  24,  87,  248,  253,  328, 
408,  488.  568,  656,  735,  824,  918, 
920,  1000. 

44  France,  total  of,  23. 

44  of  breadstuff's,  252. 

44  of  French  specie,  96. 

44  of  gold  and  silver,  French,  95. 

44  of  44  44  New  York,  167. 

44  of  the  United  States,  253,  918. 

44  to  Great  Britain,  252. 

Express  companies,  liability  of,  163,  311. 


Failures  after  the  panics  of  1857, 
1801,  and  1872,  431. 

44  1869-70-71,  662. 

44  1872-3-4, 661. 

44  in  the  chief  cities,  431. 

44  intheU.  S.,  431,661,828. 

44  in  the  various  States,  661 , 828. 

44  last  years,  661 . 

44  mercantile,  and  industrial  prog- 
ress, 429. 

Faithful  messenger,  a,  559. 

Fallacies,  economic,  notes  on,  284,  345, 
432. 

Fall  trade,  prospects  of  the,  249. 

False  news,  law  to  punish  utterance  of, 
82. 

Farmers’  crops,  liens  upon,  643. 
Farmere’Bank  of  Fayetteville  v.  Hale,  547. 
Favor,  use  of  the  word,  128. 

Females  as  bank  directors,  726. 

Federal  Bank  of  Canada,  Toronto,  319. 
Fidelity  companies,  659. 

Finance  and  national  demoralization,  113. 

44  bill,  new,  the  President’s  message 
upon,  629. 


Digitized  by  LjOOQle 


X 


banker's  magazine — 1874-5. 


[June, 


Finance  bill  of  Dec.  22,  543. 

44  bill,  another.  710. 

“ bill,  the,  and  the  President,  569. 

“ in  1774,  62. 

44  of  railroad  progress,  the,  102. 

Financial  aspects  of  the  iron  trade,  279. 

44  aspect  of  the  President’s  message, 

44  condition  of  the  United  States 

railroads,  110. 

44  convulsions,  periods  of,  798. 

“ engineering,  at  home  and  abroad, 
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44  plans  of  the  day,  169,  296,  372. 

44  problem,  suggestions  on  the,  787. 

44  question,  Prest.  Grant  on  the,  65. 

44  44  H.  Seligman  on,  151. 

44  situation,  our,  and  the  remedy, 

448,  542,  705,  794,  886. 

44  situation,  the,  612. 

44  system  of  France,  945. 

Field,  Mr.  .Justice,  on  tax  on  capital,  840. 
Filling  blanks  in  negotiable  paper,  633. 
Finances  of  Indiana,  477. 

44  Massachusetts,  645. 

44  Michigan,  645. 

44  New  Jersey,  645. 

44  of  the  U.  S.  of  Colombia,  288. 

44  McCulloch’s  letter  011  the,  290. 

First  National  Bank,  Washington,  D.  C., 
156,  911. 

44  44  44  Petersburg,  Va.,  159. 

44  44  44  Wellsboro,  Pa.,  319. 

Fisk  & Hatch,  77. 

Five  cent  savings  bank,  Milford,  New 
Hampshire,  478. 

Five  per  cent,  national  bank  reserves,  73. 
Five-twenty  bonds  for  redemption,  390, 
396,  474,  725,  808,  908,  990. 

Florida,  usury  laws  and  decisions,  157. 
Fluctuations  m mining  stocks,  733. 
Fluctuations  of  the  New  York  8tock  Ex- 
change, 230,  469,  986. 

Foreign  commerce  of  France,  22,  96. 

44  44  44  growth  of,  22. 

“ coupons,  811. 

“ exchange,  86,  396. 

44  exports,  87,  2 18,  253, 328, 408,  488, 

568.736,918. 

44  exports  of  France,  23. 

imports,  87,  248,  253,  328, 408,  488, 
568,  656,  735,  736. 

44  indebtedness  of  the  United  States. 

254. 

44  ports,  passengers  from  New  York 

44  trade  of  the  United  States,  313, 
918. 

Forged  bonds,  399. 

“ circular  notes.  164. 

44  letters  of  credit,  240. 

Forged  orders  on  savings  banks,  payment 
of,  992. 

44  stock  certiiicates,  transferrers  liable, 
310. 

Forgeries,  909.  912. 

Forgers  baffled,  321. 

Fractional  currency  as  a legal  tender,  383. 
Fragments  of  national  bank  notes,  redemp- 
tion of,  234. 

France,  Bank  of,  specie  reserve  of,  98,  437. 


France  Bank  of,  Tooke  on  the,  20. 

44  and  Germany,  paper  circulation  in, 
925. 

44  checks  in,  80. 

44  commerce  of,  Chevalier  on,  20. 

44  44  contraction  in,  16,  101, 

785. 

“ 44  Desseilligny  on,  21. 

44  44  foreign,  22. 

44  4 4 44  growth  of,  22. 

44  44  Marisy  on,  S 13. 

44  contraction  of  currency  in,  91. 

“ Credit  Fonder  of.  666. 

44  debt  of,  growth  of,  592. 

14  exports  to  Great  Britain,  252. 

44  financial  system  of,  945. 

44  financial  condition  of,  24. 

44  foreign  commerce  of,  96. 

44  foreign  exports  of,  23. 

44  how  the  German  indamnity  was 

paid  by,  510. 

44  pret8  hypothecaire*  in,  668. 

44  savings  banks  of,  352. 

44  wages  in,  687. 

44  warehouse  receipts,  157. 

44  savings  banks  in,  352,717,750,919. 
Franco- Prussian  war,  cost  of,  to  France, 
14. 


Fraud  in  Canada,  165. 

Fraudulent  bonds,  399. 

44  national  bank  notes,  126. 

44  warrants.  478. 

French  commerce,  Chevalier  on,  20. 

4 4 44  Desseilligny  on,  21. 

44  44  Marisy  on,  23. 

44  cost  to  the,  of  the  Fraoco-Prussiau 
war,  14. 

„ 44  debt,  growth  of,  592. 

*4  gold  and  silver,  exports  and  im- 
ports of,  95. 

44  government,  loans  of  the,  19. 

44  indemnity,  14,  93,  98,  769,  857. 

44  4 4 Bonnet  on,  16. 

44  market,  Credit  Fonder  and  M. 
Wolowski,  191. 

44  mint,  coining  operations  of,  94. 

44  rentes,  25. 

44  savings  banks,  352. 

44  war  fine,  769,  857. 

Free  banking  law  of  Illinois,  156.  - 
Freedman's  savings  and  trust  company, 
154,  237,  317,  397,  642, 93$. 

44  savings  bank,  936. 

Freedom  from  panics,  periods  of,  798 
Freight,  railroad,  classification  of,  497. 

44  specie,  exports  and  imports  of,  96. 

Fund,  the  sinking,  715. 

Funded  debt  of  the  United  State*  railroads, 
451. 


Future  money  of  the,  45. 

44  population  of  the  United  States,  234. 


Gambling  in  grain,  stocks,  gold, 

&c«,  156. 

General  prices  and  the  gold  supply,  696. 
Georgia,  usury  laws  aud  decisions,  57. 

44  usury  laws  of,  811. 

German  Bank,  Imperial,  745,  819. 

44  banks,  statistics  of,  926. 

44  finances  of,  773. 
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German  exports  to  Great  Britain,  252. 

“ indemnity,  how  paid  by  France, 
510,  769,  857. 

w merchants*  liens  upon  crops,  643. 
Germany  and  France,  paper  circulation  in, 
925. 

“ Imperial  Bank  of,  745,  819. 

“ rise  of  waxes  in,  259. 

“ wages  in,  687. 

Globe,  analysts  of  population  of,  831. 

Gold  and  silver,  decline  iu  value  of,  42. 

*4  and  silver,  exports  from  New  York, 
167. 

and  silver,  French  exports  and  im- 
ports of,  95. 

ana  silver,  functions  of,  38. 

44  and  silver,  products  of,  1868,  42. 

*4  drain  of,  from  the  Bank  of  England, 
452. 

*4  Exchange,  New  York,  election  of 
officers,  475,  990. 

**  gambling  in,  156. 

44  held  by  the  New  York  banks.  622. 

44  mines  of  the  world,  product  of,  829. 
dti  owned  by  the  Treasury,  258. 

44  premium,  83,  162,  244,  321,  401,  484. 

564,  650,  731,818,914,  996. 

14  premium,  advance  in,  657. 

-4  receipts  from  customs,  736.  824. 

*4  resumption  by  borrowing,  587. 

44  supply  and  general  prices,  696. 

4*  supply  and  specie  payments,  829. 

*4  worla’a  product  of,  94,  699,  700. 
Goods,  removal  of,  157. 

Goschen,  Mr.,  on  exchanges,  175,  770. 
Government  currency  in  Europe,  854. 

44  loans  of  the  French,  19. 
Governor  Hutchinson  on  Finance,  62,  774. 
Governor  Tilden’s  message,  581. 

Grace  on  time-checks,  383. 

negotiable  paper,  912. 

Grain,  gambling  in,  156. 

Grant,  President,  on  the  financial  qnestion, 
65. 

Great  Britain,  exports  to,  252. 

44  railway  capital  in,  283. 

“ 44  dividends  in,  283. 

Greenback  movements,  412. 

44  contraction  in  the  United  States, 
91. 


14  expansion,  258. 

Growth,  industrial,  and  social  develop- 
ment, 953. 

44  and  management  of  savings  banks, 
413. 

44  of  foreign  commerce  of  France,  22. 
44  of  the  debt  of  France.  592. 

14  of  the  French  debt,  592. 

44  of  the  Swiss  banking  system,  186. 
u of  wealth  and  workmen’s  strikes, 
Guarantee  companies,  659,  835. 

Guaranty  law,  158. 

Guardian  Savings  Bank,  dividend  of,  77. 


Hucock,  N.  Y.,  Bonds,  820. 

Harris,  P.  N.,  Exchange  Tab.es,  152. 
Hartford  (Conn  ) National  Bank,  236,  248. 
Hartranft,  Governor,  message  of,  713. 

Has  emigration  declined  t 578. 

Has  the  gold  supply  affected  general  prices  ? 
696. 


High  interest  on  public  debt,  537. 

High  wages,  do  thev  stimulate  invention  f 
528. 

Holders  of  bills,  rights  of,  643. 

Holiday  at,  76,  803.  812. 

44  law,  new,  of  New  York,  803,  812. 
Homans,  I.  S. ^obituary  of,  88. 

Honesdale  National  Bank,  Penn  , 318,  328. 
Honorable  example,  316. 

Howe,  J.  U , on  bank  note  circulation,  377. 
Howe,  John  B.,  on  bank  reserves,  876,963. 
How  can  we  re  establish  a coin  basis  f 545, 
How  France  paid  the  German  indemnity. 
510. 

How  to  study  political  economy,  263. 
Hutchinson  on  finance  in  1774,  62. 


Idaho,  usury  laws  of,  57. 

Identification  by  photographs,  400. 

Illegal  bonds,  bll. 

Illegality  of  Sunday  notice,  228. 

Illinois  tree  banking  law,  156. 

44  new  laws  of,  156. 

14  Supreme  Court,  77,  157. 

44  usury  laws  and  decisions  of,  58. 
Immigrants'arrived  in  the  United  States, 
343,  579. 

Immigration,  statistics  of,  343. 

Imperial  Bank  of  Canada,  813. 

44  German  Bank,  745,  819,  925. 
Importance  of  statistics,  301. 

Imports  and  exports  of  French  specie,  96. 
4<  *4  44  gold  ana  silver, 

French,  95. 

Imports  and  exports,  87,  248,  328,  408,  488, 
656, 735,  736, 824,  920. 

Imports  of  the  United  States,  253. 
Indebtedness,  U.  8.,  held  abroad,  254. 
Indemni^r ^German,  how  paid  by  France, 

Indemnity,  French,  14. 

Indiana,  usury  laws  and  decisions  of,  59. 

4*  finances  of,  477. 

44  banks  of,  477. 

•4  debt  of,  477. 

44  savings  banks  of,  477. 

Indianapolis  Clearing-House,  931,  935. 
Indorsement  by  cashier,  liability  of  banks 
on,  463. 

“ by  payee,  is  it  essential  ? 552. 
44  of  partner,  902. 

Industrial  development  of  Spain,  761. 

44  growth  and  social  develop- 
ment, 953. 

4 4 progress  and  mercantile  failures, 

Inquiries  of  correspondents,  67,  382.  550, 
718,900,985 

Insolvent  national  banks — interest  after 
bankruptcy,  909. 

Instructions  to  national  banks,  810. 

on  balances,  811. 

Insurance  blue  book,  152. 

44  taxation,  550. 

Interest  and  Equation  Exponents,  152. 

44  average,  in  N.  Y.,220. 

44  on  bank  deposits,  725. 

44  on  national  debts,  743. 

44  on  public  debts,  excessive,  537. 
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Interest  on  public  debt*,  high,  537. 

“ “ “ low,  536. 

“ “ “ moderate,  536. 

“ peri  >dicity  of  ra  es  of,  220. 

44  Prof.  Elliott  on,  22U. 

Interior  debt  of  U.  8.  Colombia,  288. 
Internal  revenue  laws,  214. 

Internal  reveuue,  sources  of,  428. 

“ “ officers  resisted,  726. 

“ “ decisions,  814, 903. 

Investigation  of  Oceau  Bank,  155, 168. 
Investments,  new,  679. 

44  European,  679. 

Investments  and  loans  of  Connecticut  sav- 
ings banks,  196. 

Invention,  do  high  wages  stimulate,  528. 
Iowa,  usury  laws  and  decisions  of,  60. 
Iron,  Lake  Superior,  shipments  of,  237. 

44  tradej  financial  aspects  of,  279. 
Irregularities,  more,  158. 

Issue  of  United  States  circulating  notes, 
74. 

Issues  of  national  banks,  642. 

Items,  blinking  and  financial,  75,  154,  234, 
315,  395,474,556,641,725,810,  908. 
990. 


Jackson,  President,  financial 
policy  of,  542. 

Jaudon,  Samuel,  death  of,  76. 

Jay  Cooke  6c  Co.,  318,  399,  728. 

Jay  Cooke  panic,  10. 

Joint-stock  banks,  London,  capital  of,  272. 

“ “ “ deposits  of,  272. 

41  44  44  report  of,  272. 

44  44  dividends  of,  273, 787. 

Jurisdiction,  limits  of,  304. 


Laws  to  punish  utt  jrance  of  false  news,  32. 
44  usury,  of  the  States  und  Territories, 
53,  137. 

Lebanon,  National  Bank  of,  v.  the  ljouis 
ville  Bunking  Co.,  134. 

Legal  decisions,  i/tee  Dkcisions.) 

“ *4  of  N.  Y.  Court  of  Appeals, 

977. 

44  holiday  acts,  76,  812. 

44  miscellany,  311,  803. 

44  tender,  fractional  currency  as  a,  383. 
Legal-tender  issues,  constitutionality  of, 
302. 

Legislation  for  New  York  savings  banks, 
673. 

Iceland,  E.  K.,  on  some  minor  questions,  127. 
Lessons  of  the  defaulting  railroads,  453. 
Letters  of  credit,  forged,  240. 

Liabilities  of  New  York  banks,  155,  384, 
388,  634,  638. 

Liability  of  banks  for  neglect  of  agents, 
* 630. 

44  of  banks  for  special  deposits,  381. 

44  of  banks  for  counterfeit  notes,  99  * . 

44  of  bank  on  acceptance  of  check,  806. 

44  of  banks  for  raised  checks,  540. 

44  of  banks  oil  cashier's  indorsement, 
463. 

44  of  drawer  of  countermanded  checks, 
901. 

44  of  express  companies,  163. 

44  of  stockholders,  476. 

44  of  transferrers  of  forged  paper,  310. 

44  personal,  of  bank  stockholders,  728. 
Liens  on  national  bank  shares,  130,  131. 
Limit  of  United  States  circulating  notes,  7 1. 
Limitations,  statute  of.  805. 

Liquidation,  national  bauks  in,  rights  of, 
807. 


Kansas,  usury  laws  and  decis- 
ions, 60. 

“ United  Slates  Supreme  Court,  811.  1 
Kelley  on  usury,  51. 

Kentucky,  usury  laws  and  decisions,  61. 

44  Court  of  Appeals,  134,  630,  633. 

Knox,  Comptroller,  report  of,  503. 

44  44  decisions  bv,  154  , 234,  | 

810,  903,  909. 


Labor,  advance  in  wages  of,  685. 
Lake  Superior  iron  shipments,  237.  , 

Land  banks,  the,  and  Hugh  Chamberlin,  1 
284.  : 


Larceny  from  a bank,  239. 

Last  year’s  failures,  661  1 

Law,  John,  and  the  Mississippi  bubble,  315. 

44  holiday,  76,  803. 

44  new  holiday,  of  New  York,  803. 

44  of  bankruptcy,  new,  135. 

“ of  bills  ana  notes  iu  Canada,  new,  1 69.  j 
“ of  bills  of  exchange,  978. 

4*  of  guaranty,  158. 

“ of  New  York,  new,  215. 

44  of  protest,  228. 

I jaw’s  Bank,  note  issues  of,  348. 

Laws  of  Congress,  new,  saviugs  bank,  214. 

44  of  Illinois,  new,  lo6. 

*4  of  nsury  in  iuter-State  contracts,  942. 

44  relating  to  usury,  49. 


Liquidation  of  the  public  debt,  921. 

List  of  Secretaries  U.  S.  Treasury,  30. 
Loan  and  Indemnity  Co.,  New  York,  666. 

4*  companies  of  California,  557. 

44  new,  and  Bank  of  England  discount, 
172. 

Loans  and  investments  of  Connecticut  sav- 
ings banks,  196. 

44  by  national  banks,  898. 

44  of  the  Credit  Foucier,  445,  417. 

44  “ 44  44  ' duration  of,  445. 

44  of  the  French  Government,  19. 

44  * of  the  United  States,  summary  of, 
554. 


44  on  real  estate  by  national  banks,  707. 
44  on  real  estate  and  the  Credit  Fancier, 

441. 

Locke  on  usury,  50. 

London  banking  deposits,  231. 

44  cheque  circulation  of,  368. 

44  clearing-house,  369. 

44  Clearing-House,  930. 

4*  exchange  on,  84,  166,  245,  325,  405, 
485,  565,  652,  732,  820,  916,  997. 

44  foreign  loans  in,  680. 

44  joint-stock  banks,  acceptances  of,  273. 
44  44  44  capital  of,  272 

44  44  44  deposits  of,  272. 

“ 44  44  dividends  of,  273, 

787 


report  of,  272. 
reserves  of,  273. 


Digitized  by  LjOOQle 


1875-3 


GENERAL  INDEX. 


xiii 


London,  joint  slock  bonk*,  resource#  of  like, 

606.  _ 

“ n«w  coinpjmie*  iu,  679. 

**  V niou  Bank  of,  396. 

4*  underground  railway,  10U0. 

I»ose  management  of  saving#  bank#,  238. 
l»s»t  bank  notes,  who  benefit#  by  ? 1IG. 

“ notes,  protest  of,  67. 

Louisiana,  tumrv  law#  and  decision**,  137. 
l»uwviUe  Hanking  Co.  r.  National  Hank 
Iebanoii,  134. 

“ United  States  Court,  163. 

*•  banks  of,  237  , 644. 

Lubbock,  Sir  John,  on  the  I/Hidon  clearing; 
house,  930. 

Maine,  finances  of,  045. 

**  usiiry  law  of,  138. 

Malarce,  M.,  onFreuch  savings  bank*,  3>2. 
Miinageiuent  of  savings  banks,  413. 

Manual,  American  railroad,  107. 

“ of  United  States  railroads,  106. 
Marine  National  Bank  of  New  York  r.  Cilv 
Bank,  540. 

Marisv  on  French  commerce,  23. 

Maryfand,  usury  law  and  decisions,  138. 
M5u»*achuseUs,  usury  law  and  decisions,  138. 

**  finance#  of,  64o. 

44  National  Bank  v.  Mattliews,  463. 

*4  national  banks,  310. 

44  notarie#  public,  811. 

44  United  State#  Circuit  Court,  463. 
Material  progress  and  statistics,  851. 
Matthews,  N.,  r.  Massachusetts  National  ' 
Bank,  310.  ! 

McCulloch,  Mr.  II.,  on  the  finauce,  290, 296. 

44  and  unstamped  checks,  838. 

44  acts  as  Secretary,  90,  101.  j 
Membership  in  Stock  Exchange,  property 
in,  226. 

Mercantile  failures  and  industrial  progress, 
129. 

Merchants’  liens  upon  crops,  643. 

44  National  Bank,  Wheeling,  159. 
Message,  President#  veto  (April),  26. 

**  of  Governor  Tilden,  582. 

•*  of  the  President  on  the  new  Fi- 
nance Bill,  629. 

Metropolitan  railway,  London,  1000. 
Mexico,  silver  mine#  of,  975. 

Michigan  shinplaster currency,  78.  * 

•4  finance#,  645. 

14  production  of  cooper  in,  727. 

*•  railroad  aid  bona#,  558. 

44  nsnry  law  and  decisions,  131b 
Mileage  of  new  railroads,  579.  • 

Miles,  total,  in  United  States  railroad#,  254. 
Milford  (Mass.)  National  Bank,  237,  615. 
Milwaukee  Clearing-House,  931,  934.  i 

Mine#,  silver,  of  Mexico  and  Nevada,  975.  ! 
Mining  stocks,  fluctuations  in,  733.  1 

Minnesota,  railroads  of,  802. 

“ nsuiy  law  of,  140. 

Minor  coins  of  the  United  States,  472. 

44  children,  employment  of,  forbidden, 

questions,  some,  127. 

Mint,  British,  museum  of,  227. 

*‘  coining  operations  of  the  French,  94. 
“ new,  728. 


Mint,  new,  California,  176. 

4>  Sun  Francisco,  coinage  at,  168, 
Miscellany,  legal,  311,  803. 

Mississippi  bubble  and  John  Law,  345. 

44  usury  law  of,  140. 

Missouri,  44  44  and  decisions,  140. 

Molson,  William,  death  of,  729,  736. 

Money,  coinage  of,  in  Brazil,  .540. 

44  ami  it#  us**#,  33. 

44  “ Barth  on,  3*. 

“ “ Chevalier  on,  34. 

4*  44  Latham  on,  36. 

44  44  Perry  on,  34. 

44  44  Price  on,  36. 

1 “ 44  Stuart  Mill  on,  37. 

44  market,  notes  on  the,  84,  106,  245, 

325,  405,  485,  565,  652,  732,  820, 
916. 

44  of  the  future,  4.5. 

i Moneyed  corporation#  in  New  York,  law 
of,  205. 

1 Monetary  stability  and  it#  interruptions. 
329. 

44  system  of  Brazil,  5:18,603,681, 
752. 

Montana,  usury  law  of,  140. 

Monthly  premium  on  gold,  83,  162,244,321. 

401 , 4 *1,  564,  650, 731 , 818,  914, 9%. 
Movement  of  greenbacks,  412. 

Movements  of  the  bank  of  France,  928. 
Mnuicipil,  State,  und  county  debt#,  356. 

44  bonds,  Western,  558.  * 

I Museum  of  British  Mint,  227. 
j Mutual  building  Associations,  470. 
Mutilated  currency, 811 1,  910. 


Nat. 


Nat 


B’k  of  Commerce,  N.  Y.,  76. 

44  of  I^ebanon,  Louisville  Bank- 
ing Company  v.  the,  131. 

44  of  Scotland,  164. 

“ of  the  Commonwealth,  235,  47  I. 
*•  act,  fixing  title  of,  73. 

44  amending  section  31,  73. 

41  dividends,  Philadelphia,  478. 

44  attachment  of,  bv  a State  court , 
977. 

“ issues,  509,  6 12. 

44  loans  on  real  estate  security,  78. 
44  note#,  fraudulent.  126. 

44  bond#  securing,  509. 

44  call  for,  396. 

44  notes,  redemption  of,  7 1,  7.5,  231. 
315. 

•4  notes  to  be  issued,  74. 

•4  numbers  to  be  priuted  on  all 
notes.  73. 

44  reports,  publication  of,  64. 

4*  reserves,  3,  73. 

“ shares,  liens  upon,  130,  131. 

14  stock,  taxation  of,  209,  238. 

44  system,  1,  886. 

44  system,  our,  as  a model,  741. 
B*ks,  circulation  of,  503,  641,  725. 

44  in  liquidation,  rights  of,  807. 

44  in  chief  cities,  503.  ^ 

44  insolvent,  909. 

4*  instructions  to,  810. 

44  loans  by,  898. 

44  loans  on  real  estate  by,  707. 

“ net  earning#  of,  120. 
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Nat.  B'ks,  new.  official  bulletin  of.  83, 162, 
2*13,  320,  41 2,  479,  to,  650, 
731,  815,  914. 

44  44  of  Chicago,  156,  398,  644. 

44  44  of  Cincinnati,  846. 

44  44  of  the  United  States,  70,  233, 

503,  723,  907,  908,  994. 

“ 44  of  the  city  of  New  York,  71, 

384,  386, 634,  636, 638, 639, 640, 
809. 

44  44  Treasury  decisions,  154 

“ 44  promissory  notes  of,  909. 

44  44  of  Louisville,  644. 

right  of  suit,  304. 
coinage,  400. 

debt  and  public  credit,  255. 

44  changes  in,  257. 
debts,  aggregate  of,  742. 

44  interest  on,  743. 
debt  and  its  liquidation,  921. 

44  recent  progress  of,  533. 
demoralization  and  finance,  1 13. 

Engle  Bank,  John  It.  Bullard  v.  the, 
130. 

Trust  Company,  New  York,  77. 
limit  of  jurisdiction,  304. 
of  the  United  States,  statistics  of,  503. 
National  wealth,  theories  of,  266. 

Nebraska,  usury  law  of,  14  J. 

Negligence  of  agents,  liability  of  banks  for, 
630. 

Negotiable  paper,  filling  blanks  in,  633.  , 

Negotiable  paper,  grace  on,  912. 

Negotiable  securities,  and  their  ownership  i* 
when  stolen,  844. 

Net  earnings  of  national  banks,  120. 

Net  earnings  of  United  States  railroads,  454. 
Network  of  railroads  in  chief  commercial 
countries,  103. 

Nevada,  silver  mines  of,  975. 

44  usury  law' and  decisions,  141. 

New  publications,  notices  of,  981. 

New  York  and  New  England  savings 
banks,  compared,  417. 

44  average  rates  of  iuterest  in,  220. 

44  bank  averages  nud  the  Jay 

Cooke  panic,  827. 

44  Bank  Clerks’  Mutual  Benefit 

Association,  316,  t£25. 

44  bank  dividends,  153. 

44  44  liabi Ikies.  155,  384.  388. 

*4  44  resources,  155,  386,  389. 

44  banks,  gold  held  by  the,  622. 

44  Chamber  of  Commerce  and 

plans  of  currency,  970._ 

44  City  bank  statement,  85,  166, 

245,  326,  406,  487,  665,  653, 
732,  820,  916,  997. 

44  city,  national  banks  of,  71,384, 

386,  634,  636,  640,  809. 

44  City  savings  banks,  416,  749.  * 

*4  Clearing-House,  931,  936. 

44  Clearing-House,  operations  of, 

420. 

44  Court  of  Appeals  of,  311,  547,803. 

44  Court  of  Appeals,  recent  decisions 

of,  977. 

44  export  of  gold  and  silver  from, 
167. 

44  Gold  Exchange,  election  of  offi- 

cers, 475. 


New  York  gold  receipts,  736. 

44  immigrants  arrived  in,  579. 

44  Loan  and  Indemnity  Co.,  676. 

44  national  banks,  coin  certificates 

held  by,  622. 

44  new  holiday  law  of,  803,  812. 

44  new  law  of,  215. 

44  new  savings  bank  law  of,  939. 

44  passengers  from,  to  foreign  ports, 
5/  8. 

44  rates  of  interest  in,  220. 

44  real  and  personal  estate,  156. 

44  Stock  Exchauge,  fluctuations  of, 

230,  469,  986. 

44  savings  banks,  747. 

44  savings  banks,  legislation  for, 673. 

44  savings  banks,  deposits  of,  415. 

44  44  liabilities  of,  748. 

44  44  resources  of,  748. 

44  44  statistics  of,  748. 

44  state  banks,  condition  of,  623. 

44  state  banks,  report  of  Superin- 

tendent, 623. 

44  state  savings  banks,  deposits  of,, 

decrease  in,  during  the  panic, 
416. 

44  usury  agitation  and  its  prospects 

in,  518. 

44  usury  laws  and  decisions,  144. 
New  acts  of  Congress,  714. 

44  Assistant  Secretary  of  the  Treasury,. 
990. 

44  bankrupt  law,  135. 

44  bunks,  bankers,  and  savings  banks,. 
81 , 163,  241,  322, 402,  480,  562, 647,. 
729,818,  913,994. 

44  books,  notices  of,  151,721,982. 

44  California  mint,  476. 

44  City  Court  of  Appeals  of,  31 1 , 547,803. 
44  England  and  New  York  savings 
banks,  compared,  417. 

44  English  coins,  240. 

44  Hampshire,  corporations,  new  law  of,. 
318. 

44  Hampshire,  usury  laws  and  decisions, 
141. 

44  Haven  Clearing-House,  931,  935. 

44  investments,  679. 

44  Jersey,  finances  of,  645. 

44  JerseV,  usury  laws  and  decisions,  142, 
23  S. 

44  law  of  bills  and  notes  in  Canada,  160. 
44  law  of  New  York  215. 

44  laws  of  Congress,  savings  banks,  214. 
44  loan  aud  rise  in  English  discount,  172. 
44  loan  and  the  Treasury  nolicy,  89. 

44  Mexico,  usury  laws,  143. 

44  mint,  728. 

44  mode  of  identification,  400. 

44  national  banks,  83,  162,  243,  320,  404, 

479,  563,  650,  731,  815,  914,  994. 

44  national  bauks,  organization  of,  75. 

44  Orleans,  banks  of,  726. 

44  Orleans  Citizens’  Bank, 317, 398. 

44  Orleans  Clearing-House,  931. 

44  publications,  [see  Nkw  Books.] 

44  railroads,  mileage  of,  580. 

44  44  in  the  United  States,  581 

44  savings  banks,  81, 163,  241,  322,  402, 

480,  562,  647,  729,  818,  913,  994. 

44  savings  bauk  law  of  New  York,  939.. 
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New  tax  bill,  792. 

‘‘trust  companies  in,  678. 

New?,  false,  law  to  pnnish  utterance  of,  32. 
Nine  hundred  million  dollars  wanted,  710. 
Non -acceptance  of  time  checks,  900. 
Non-liability  of  banks  for  stolen  deposits, 
729.  ^ 

Norfolk,  Vs.,  First  National  Bank  of,  79. 
North  America,  population  of,  832. 

“ Carolina  usury  laws  and  decisions, 
207. 

“ Carolina,  usury  bill  of,  728. 

“ Carolina,  debt  of,  559. 

Notaries  public,  Massachusetts,  811. 

Note  circulation  of  the  United  Kingdom, 
371. 

Note,  promissory,  alteration  of.  733,  803. 

“ *•  bona  fide  holder,  804. 

u “ statute  of  limitations, 

805. 

Notes,  bnlk  of,  paid  by  the  Bank  of  Eng- 
land,^. 

“ issue  of,  by  national  banks,  642. 

“ promissory,  803,  812,  H33. 

“ promissory,  of  national  banks,  909. 

41  of  national  banks,  call  for,  .*196. 

“ on  economic  fallacies,  284,  345,  432. 

“ and  bills  in  Canada,  new  law  of,  160. 
44  loet  bank,  who  benefits  by  f 1 16. 


lost,  pr.  -test  of,  67. 
on  the  money  market,  84, 166,  245, 
325,  405,  485.  565,  652,  732,  820, 


916. 

“ stolen,  910. 

Notices  of  new  books,  151,  721,  981. 
Notice  on  Sunday  illegal,  2*8. 


Ocean  National  Bank,  76,  155, 168, 
396,  811. 

Official  bulletin  of  new  national  banks,  83, 
162,  243,  320,  404,  479,  563,  650, 
731,  815,  914,  994. 

“ statistics  of  British  railroad*,  105. 

“ report  of  British  railways,  282. 
u “ of  M.  Wolowski,  437. 

Officials  in  defanlt,  75. 

Ohio,  unary  laws  and  decisions,  202. 

“ national  banks  of,  646. 

44  railroads  of,  802. 

“ United  States  Circuit  Court.  304. 
Oldest  bank  officer,  who  is  the  t 991. 

One  hnndred  years  ago,  62. 

Operations  and  capital  of  the  credit  foncier, 
446. 

Order  checks,  payment  to  bearer  of,  68. 
Orders  as  currency,  239. 

Oregon,  unary  laws  and  decisions,  202. 
Organization  of  new  national  banks,  75. 

Our  banking  system,  perils  of.  1. 

Our  financial  situation  and  the  remedy,  448, 
542,  705,  794,  886. 

Our  national  bank  system  as  a model,  744. 
Ownership  of  stolen  securities,  844. 


Pacific  Railroad  companies,  de- 
linquent, 282. 

44  Bank,  New  York,  defalcation  in, 
474. 

“ States,  bullion  produce  of,  697. 


Panic  (the)  and  the  currency,  57*2. 

“ the  Jay  Cooke,  and  New  York  bank 
averages,  827. 

Panics,  English  and  American,  2. 

44  and  cliques,  689. 

44  causation  of,  361. 

14  periods  of,  798. 

“ of  1857, 1861  and  1872,  failures  after 
• the,  431. 

44  periods  of  freedom  from.  798. 

44  prevention  of,  banks  and  the,  825. 
Paper  circulation  in  Germany  and  Franco, 
925. 

44  currency,  destruction  of,  641. 

44  negotiable,  grace  on,  912. 

44  proportion  of,  to  specie,  790. 
Partnership,  the  law  of,  311. 

Partner’s  indorsement,  902. 

Passengers  from  New  York  to  foreign 
ports,  579. 

Patterson,  R.  II.,  on  clearing-houses,  930. 
Payee,  is  indorsement  by,  essential  7 552 
Payment— Is  it  made  by  giviug  a check 
977 

44  of  forged  orders  on  savings  banks 
992. 

44  to  bearer  of  checks  to  order,  68. 
Pennsylvania,  debt  of,  239,  559,  646. 

banking  laws  of,  713. 

44  finances,  239,  559,  646. 

“ grace  on  negotiable  paper, 

912. 

44  Supreme  Court  of,  228,  811, 

898.  902. 

usury  laws  and  deeMnoixt,202. 
Pereire,  Emile,  dealt h of,  645. 

Perils  of  our  banking  system,  1. 

Periodicity  of  rates  of  interest,  220. 
Personal  li  tbility  of  bank  stockholders,  728. 
Perry,  A.  L.,  on  political  economy,  269. 

“ on  moiifV  ami  its  uses,  34. 

Pern,  Bank  of,  560. 

44  railroad  in,  560. 

Petersbnrgh,  Va., First  National  Bank,  159. 
Philadelphia,  bank  Clerks'  Beneficial  As- 
■oc  iati<m?  559,  625. 

“ bank  statement,  86,  Is',  653, 

733,  820,  916,  998.^ 

41  capital < f bank  ■ of,  I78L 

11  ( itiaens’  Bank  of,  559. 

44  Clearing'll onse,  981,  983. 

44  dividends  of  banks,  47s,  992. 

44  fhusdtUent  warrants,  1 78. 

“ immigrants  arrived  in,  579. 

44  the  Centennial,  31& 

Pierrepont,  Jodn.  on  finance,  113. 
Pittsburgh  Bank  Clerks’  Association,  625. 

44  Clearing-Honse,  931,  935. 

44  new  cmremy  law  in.  129. 

Plan  of  resumption,  the  President's,  28. 
Plan  of  .Mr.  J.  E.  Williams,  1 69. 

‘*  4*  McCulloch,  *96. 

44  44  H.  C.  Carey,  379. 

Plans,  financial,  of  the  day.  169, 296,  372. 
Plans  of  currency  amd  the  New  York 
Chamber  of  Commerce,  976. 
Planters’  Hank  and  Bank  of  Louisville  r. 

Adams  Express  Company,  1 <33. 
Police  protection  for  the  banks.  896. 

Po  iev  of  European  syndicates,  298. 
Political  economy,  263. 
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Polynesia,  population  of,  833. 

Poor’s  Manual  of  U.  S.  Railroads,  IOC. 
Population,  future,  of  the  U.  S,  231. 

“ of  America,  Central,  North  and 
South,  832. 

“ of  chief  cities  of  Europe,  834. 

“ of  the  globe,  analysis  of,  831. 

“ of  various  countries,  832,  833,  831. 

Postage  stamps,  issue  of,  115. 

Post-dated  checks,  protest  of,  718. 

Post-notes  and  certificates  of  deposit,  551. 

“ prohibited,  335. 

Post  Office  Department,  receipts,  423. 

41  “ expenditures,  423. 

Precious  metals,  supply  of,  656. 

Premium  on  gold, advance  in,  657. 

“ on  gold,  83,  162,  244.  321.  401,  484, 
564,650,731,815,914,  996. 
President  and  cashier,  changes  of,  82,  163, 
242,  321,  401,  481,  561,  648,  730, 
816,  915,  995. 

44  Grant  on  the  financial  question,  • 
65,  569.  I 

President's  message,  financial  aspect  of,  489.  ; 
(the)  message  on  tne  new  fi- 
nance bill,  629.  i 

“ the,  veto  message  of  April,  26.  | 

44  the,  plan  of  resumption,  28.  ! 

Prbts  Hypoth^caires  in  Prance,  fc68. 
Prevention  of  pauics,  banks  and  the,  8253 
Price,  Bonamy,  on  panics,  361. 

Prices  and  the  gold  supply,  696.  . 

“ rise  and  fall  of,  43. 

Principal  and  agent,  the  law  of,  806. 

Priority  of  notes  or  checks,  902. 

Problem,  financial , suggestions, and  the, 787. 
Production  of  bullion  in  Pacific  States,  697. 

“ of  copper  in  Michigan,  727. 

“ of  gold  and  silver,  1868,  42. 
u of  gold  in  the  world,  699,  jOO. 
Prof.  Caimes  and  economic  science,  417.  | 

Profits  on  deposits,  827. 

Progress,  industrial,  and  mercantile  failures,  I 
429.  f 

“ material,  and  statistics,  851. 

“ of  banking  in  Canada,  661. 

“ of  national  debts,  533. 

“ railroad,  in  1874,  580.  t 

Prohibition  of  time-drafts  and  post-notes, 
335. 

Promissory  notes,  alteration  of,  803. 

44  * “ bona  fide  bolder,  801. 

“ “ of  national  banks,  903. 

“ “ statute  of  limitations,  805. 

“ “ the  law  of,  803,  812, 903. 

Promoters,  English,  operations  of,  689, 889. 
Projierty  in  Stock  Exchange  membership, 
226. 

Propriety  in  bank  correspondence,  127. 
Proportion  of  specie  to  Jjaper  money,  790. 
Proposed  new  bank  in  New  York,  728. 
Prospects,  business,  737. 

44  of  the  fall  trade,  249. 

“ of  the  usury  agitation  in  New 
York,  518. 

Protection  against  bnrglars,  642. 

Protesting  01  post-dated  checks,  718.  1 

Protest,  law  of,  67,  68,  228. 

“ of  duplicate  checks,  551. 

“ of  lost  notes,  67. 

44  when  place  of  payment  is  doubtful,  6^. 


Protection  of  the  banks  by  the  police,  236. 
Providence,  R.  I.,  812.  * 

Prussian  industry,  M.  Leon  Say  on  the,  98. 
Publication  of  national  bank  reports,  64. 
Publications,  new,  151,  721,  98 
Public  credit,  Mr.  Bristow,  dtc.,  180. 

44  “ and  the  national  debt,  255. 

Public  debt  of  United  States,  48,  136,  232, 
314,  393,  469,  555,  65*.  724,  906,  988. 
44  debt  of  United  States  of  Colombia, 
288. 

44  debt  and  its  liquidation,  921. 

44  debt,  refunding  of,  741. 

Public  debt  s at  various  rates  of  interest,  537 . 
Punishment  for  utterance  of  false  news,  32. 
Purchase  of  United  States  minor  coins,  472. 


Questions,  some  minor,  127. 
Quotation  of  stocks,  85,  166,  245,  246,  326, 
407,  488,  568,  652,  734,  822,  917,  998. 


Railroad  aid  bonds,  Illinois,  77. 

44  aid  bonds,  558. 

44  and  commerce,  281. 

44  companies,  delinquent,  235. 

44  defaulting,  bonds  held  in  England, 
112,739. 

44  freights,  classification  of,  407 
44  Mauual,  American,  107. 

44  mileage,  580. 

44  net- work  of  chief  commercial  coun- 
tries, 103. 

44  progress  in  1874,  580. 

44  “ the  finance  of,  102. 

Railroads,  British,  official  statistics  of,  105, 
44  capital  invested  in.  254. 

44  defaulting,  and  their  lessons.  153. 

44  in  default,  457. 

44  new,  581. 

44  of  Minnesota,  802. 

44  of  Ohio,  802. 

44  of  the  United  States,  Poor’s  Manual 
of,  106. 

. 44  United  States,  financial  condition  of, 
110. 

44  United  States,  funded  debt  of,  454. 

44  “ cost  of,  455. 

44  “ earnings  of,  455. 

“ **  in  default,  457. 

net  earnings  of,  451. 
Railway  capital  in  Great  Britain,  283. 

“ diVidends  “ 283. 

44  London  Metropolitan,  1000. 

44  “ Underground,  1000. 

Railways,  British,  official  report  of,  282. 

4‘  “ statistics  of,  823. 

Raised  checksj  157,  392. 

“ checks,  liability  of  banks  for,  510. 

44  drafts,  acceptance  of,  727. 

Rates  of  interest,  periodicity  of,  2*20. 

44  44  average  in  New  York,  220. 

Real  and  personal  estate  in  New  York,  156. 
44  estate  loans  and  the  Credit  Foncier, 
441. 

44  estate,  loans  by  national  banks  upon. 
707. 

44  estate  securil  v for  national  bank  loans, 
78. 
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Receipts  i^ld^from  New  York  customs, 

“ of  ihe^TreaBiiry . 255,  422. 

“ on  account  of  French  war  fine,  864, 

“ Post  Office  Oepartment,  423. 

“ eavings  bank,  stamp*  on,  726. 

**  Treasurv,  255,  256. 

Receiving  a cWk — Is  it  payment  ? 977. 
Recent  acta  of  Congress,  olO. 

Recent  decision  of  New  York  Court  of  Ap- 
peals, 311. 

Recent  history  of  the  Emma  Mine,  160. 
Recent  progress  of  national  debts,  533. 
Redemption  agency.  395. 

44  calls  for  bonds  for,  390,  396,  725. 

“ cities,  bank  reserves  in,  4,  5 
“ of  national  bank  notes,  75,  234, 
315,  316. 

4J  of  United  States  minor  coins, 
473. 

44  Suffolk  Bank  system  of,  375. 

“ 520  bonds,  39<J,  396,  725. 

Refunding  of  aix-per  cent.  stocks,  166. 

of  the  public  debt  and  the  called 
bond?,  741. 

Reicbsbank,  the,  745. 

Relation  of  banks  to  speculators,  121. 
Relative  importance  of  statistics,  301. 
Remedy,  the,  for  our  financial  situation, 
448,  542,  705,  794,  886. 

Removal  of  goods,  157. 

Report  of  commissioners  of  emigration,  578. 
Report,  official,  of  British  railways,  282. 
c*  New  York  Loan  and  Indemnity 
Company,  667. 

“ of  Secretary  Bnstow,  495. 

*•  of  Superintendent  Ellis,  623. 

44  of  the  comptroller  of  the  currency, 

503. 

*-  on  the  Ocean  Bank,  168. 

Reports  of  London  joint-stock  banks,  272. 

44  of  national  banks,  publication  of,  64. 
“ of  the  Treasurer,  421. 

Repudiation  defeated  in  Arkansas,  316. 
Reserve,  coin,  of  the  Bank  of  England,  486. 

4‘  specie  of  the  Bank  of  France,  437. 
Reserves,  bank,  876. 

“ banks  in  redemption  cities,  4,  5. 

“ country  banks,  3,  5. 

41  of  London  joint-stock  banks,  273,  606. 
44  of  national  banks,  2,  73. 

Resignation  of  Treasurer  Spinner,  908. 
Resisting  search  for  unstamped  checks,  726. 
Resources  of  New  York  banks,  155,  389, 
636,  639. 

Responsibility  of  banks  for  deposited  bonds, 
836. 

Requite  of  the  French  indemnity  payments, 
93, 

Resumption  by  borrowing  gold,  587. 

44  President’s  plan  of,  28. 

44  state,  of  specie  payments,  728. 

Revenue.  Internal,  sources  of,  428. 

**  of  United  States  of  Colombia,  289, 
290. 

Rhode  Island,  usury  law  of,  203. 

Right  to  hold  collection  paper,  68. 

**  to  retain  a debtors  deposit,  720. 

‘4  of  drawer  to  stop  a cheek, 813. 

**  of  search  for  unstamped  checks,  810. 
905. 


Rights  of  corporations.  475. 

“ bill-holders,  643. 

4 4 national  banks  in  liquidation , 807. 

Rise  in  English  discount  and  the  new  loan, 
172. 

“ of  wages  in  Germauy,  259. 

Robber^  by  daylight,  646. 

“ frustrated,  78,  812. 

44  of  Tishomingo  Savings  Bank,  558. 

Rollins,  Mr.,  and  unstamped  checks,  837. 
Ruling  as  to  raised  checks,  392. 

Russia,  exports  to  Great  Britain,  252. 


Safes,  bank.  642. 

“ use  of,  726. 

Sanborn,  F.  B.,  on  statistics,  301. 

San  Francisco  mint,  coinage  at,  168. 

44  savings  banks,  218. 

8ar.it oga,  bank  convention  at,  923. 

Savings  4c  Trust  Company,  Freedman’s, 
154,  237,  317,  397,  612. 

Savings  bank  law,  new,  of  New  York,  939. 
44  management,  loose,  237. 

“ receipts,  stamps  on,  726. 

Savings  banks,  Brooklyn,  750. 

44  decrease  of  deposits  in.  dar- 
ing the  panic,  416. 

44  discounting  by,  prohibited,  78. 

‘ 4 French,  352,  717,  750,  919. 

44  growth  and  management  of, 


“ in  Europe,  750. 

“ new,  81,  163,  241,  322,  402. 

180,  562,  647,  729,  818,  913,  994. 

“ new  laws  of  Congress,  214. 
“ New  York,  deposits,  415. 

44  of  California,  5l7,  219,  $57. 

44  of  Connecticut,  195. 

44  of  Indiana,  477. 

14  of  New  York,  47,  623,  638, 
673,  747,  749. 

44  of  New  York  and  New 
England  compared,  417. 

44  of  San  Francisco,  218. 

“ 44  liabilities  of,  748. 

tl  44  reserves  of,  748. 

“ 14  statistics  of,  748. 

“ payment  of  forged  orders 

on,  992. 

44  taxation  of,  75. 

Say,  M.  L£on,  official  report  of,  510. 

44  on  the  payment  of  the  Ger- 
man indemnity,  98,  510,  770,  857. 
Scotland,  national  bank  of,  164. 

Scottish  bauks  in  England,  274. 

Search  for  unstamped  checks  resisted,  726. 

44  44  right  of,  810,  905. 

Secretary  Bristow,  report  of,  495. 

Secretary  of  Treasury,  Bristow,  80. 
Secretaries  of  United  States  Treasury,  30. 
Securities,  stolen  negotiable,  844. 
Seligman,'H.,  on  the  financial  question,  151. 
Selma,  Alabama,  commissioners’  court,  397. 
Senate  financial  bill,  553. 

Settlements  in  Confederate  money,  236. 
Shares,  hank,  taxation  of,  811. 

44  national  bauk,  taxation  of,  209. 
Shinplaster  currency,  Michigan,  78. 
Shiuplasters,  discredited,  237, 

Shipment  of  coal,  999, 


Digitized  by  LjOOQle 


XV111 


banker's  magazine — 1874-5. 


[June, 


Shipments  of  Lake  Superior  iron,  237. 
Short  road  to  specie  currency,  221. 

Shorter  road  to  specie  payments,,  609. 
8hould  post-dated  checks  be  protested,  718. 
Signatures  stamped,  are  they  binding!  985. 
Silence,  Stephen  Girard  on,  232. 

Silver  coinage  of,  in  Brasil,  681. 

* ‘ and  gold,  export  aud  import  of  French , 

“ “ exjjorts  from  New  York, 

“ decline  in  value  of  gold  aud,  42. 

44  mines  of  Mexico  ana  Nevada,  975. 

“ production  of  gold  and,  1868,  42. 
Sinking  fund,  the,  715. 

Situation,  our  financial,  and  the  remedy. 
448,548,705,794,886. 

“ of  Bank  of  England  prior  to 
April,  1874,  174. 

Sixes,  currency,  910. 

8ix-per-cent.  stocks,  refunding  of,  167. 
Social  development  and  industrial  growth. 
953. 

Some  minor  questions.  127. 

44  perils  of  our  banking  system,  I. 

44  results  of  the  French  indemnity  pay- 
ments, 93. 

Souhegan  National  Bank,  Milford,  New 
Hampshire,  645. 

Sources  of  internal  revenue,  428. 

South  America,  population  of,  832. 

South  Carolina,  usury  Jaw  and  decisions. 
203. 

Spain,  her  slow  development,  761. 

4{  bankers’  customs  in,  764. 

44  progress  in,  766. 

Special  deposits,  478. 

“ deposits,  liability  of  banks  for.  381. 

“ message  of  the  President  on  the  new 
finance  bill,  629. 

Specie  and  curreucy,  451. 

11  currency,  short  road  to,  221. 

,l  payment,  793. 

44  44  and  the  gold  supply,  829. 

“ “ shorter  road  to,  wO. 

H 44  State  resumption  of,  728. 

41  “ years  of,  798 

41  proportion  of,  to  paper  money,  790. 

14  reserve  of  the  bank  of  France,  437. 
Speculators,  relation  of  banks  to,  121. 
Spinner,  Treasurer,  report  of,  421. 

41  44  resignation  of,  903. 

Sprapue,  Charles,  Boston,  727,  736. 

8punous  certificates  of  stock,  475. 

Stamp  duty,  drafts  in  evasion  of,  69. 

“ tax  on  checks,  evasion  of,  382,  704, 
822. 

Stamped  signatures,  are  they  binding?  985. 
8tamps,  postage,  issue  of,  115. 

4‘  on  savings  bank  receipts,  726. 

4<  on  vouchers.  814,  903. 

44  upon  bank  checks,  560,  726. 

8tate  banks  amenable  to  full  usury  penal- 
ties, 547.  J ^ 

“ 44  of  California,  557. 

44  44  of  Philadelphia,  dividends  of, 

478. 

44  court,  attachment  of  a national  bank 
by  a,  977. 

14  debt  of  Alabama.  557. 

44  debts  in  default,  709. 


State  resnmptiou  of  specie  payments,  728. 
Statement  of  Boston  banks,  86,  406,  653, 
733,  820,  916,  998. 

44  of  California  savings  banks,  219. 

44  of  Louisville  banks,  644. 

44  of  New  York  City  banks,  85, 
166,  245,  326,  406,  '487,  565,  653, 
732,  820,  916,  997. 

44  of  Philadelphia  banks,  86,  487, 
653,  733,820,  916, 998. 

“ of  San  Francisco  sav.  banks,  218. 

44  of  the  Chicago  National  banks, 
156 

44  of  the  St.  Louis  bauks,  158. 

States  and  territories,  nsury  laws  of,  53, 
137. 

44  the  various,  failures  in,  828. 

Statistics  and  material  progress,  851. 

“ of  the  banks  of  Germany,  926. 

44  official,  of  British  railways,  105. 

4-  of  country  national  banks,  503. 

44  of  National  banks  in  chief  cities, 
503 

44  * 44  44  United  States, 

503. 

44  relative  importance  of,  301. 

“ of  British  railways,  823. 

Statute  of  limitations  as  to  promissory  notes, 
805. 

St.  Louis,  Mo.,  Bank  Clerks’  Association, 
78,  147. 

44  bank  statement,  158. 

44  Clearing-House,  931,  935. 

St.  Paul  Clearing-House,  931. 

Steerage  passengers,  uumber  of,  landed  in 
New  York,  343. 

44  4 4 classification  of,  343. 

Stock  broker’s  contmot,  312. 

“ capital,  taxation  of,  157. 

44  certificates,  forged,  transferrer  liable, 
310. 

44  exchange,  fluctuations  of,  230,  469. 
986. 

44  exchange  membership,  property  in, 

44  national  bank,  taxation  of,  209. 

“ quotations.  85,  166,  245,  246, 326.  407, 
488,  568,  652,  734,  822,  917,  986. 

44  Spurious  certificates  of,  475. 
Stockholder*.  liability  of,  47d. 

“ personal  liability  of,  728. 
Stocks,  gambling  in.  1.1, 

44  mining,  fluctuations  in.  733. 

44  six-per-cent.,  refunding  of,  166. 

Stolen  bonds  as  collateral  security,  67. 

44  bonds,  645,  804. 

44  deposits,  bank  not  liable  for,  729. 

44  national  bank  notes,  126,  910. 

44  natkmal  bank  notes,  redemption  of, 

“ negotiable  securities,  844. 

Strikes,  workmen’s,  and  the  growth  of 
wealth,  835. 

Striped  national  bank  notes,  126. 

Soetbeer,  Dr.,  on  the  war  payment,  770, 
857. 

Suffolk  bank  system  of  redemption,  375. 
Suggestions  on  the  fliumnul  problem,  787. 
8uit,  right  of.  by  national  banks,  304. 
Summary  of  New  York  savings  banks,  748. 
of  United  States  loans,  554. 
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Mr.,  mud  the  Freedman's  Sayings 
Bank.  936. 

Sunday,  protest  on,  illegal,  228. 

Superior  Conn,  Cincinnati,  47. 

Supply  of  the  precious  metals,  65 6. 
8apreme  Conn,  Alabama,  236. 

Illinois.  77,  157. 

“ Pennsylvania,  228, 81 1 , 898, 

902. 

*4  Tennessee,  813. 

“ United  States,  130,  209,  885. 

Suspended  -.  dividends  from,  474. 

Suspending  of  redemption.  3J6. 

" ion-  < >f  banks  anil  bankers,  85  155, 
15  J39.  317,  318,  397,  398  478, 

557,559,644,727,912. 

, periods  of,  798. 

“ freeilom  from,  798. 
Swiss  banking  system,  growth  of  the,  186. 
Switzerland,  banking  system  of,  186. 

savings  banks  in,  751. 
Syndicates,  European,  policy  of,  298. 
Syndicate,  the,  Mr.  Bristow*  &c.,  180. 


Tablet,  bead,  Tobia’t,  152. 

“ exchange,  152. 

Taxation  bank  shares,  811. 

**  insurance,  550. 

“ of  bankers,  468. 

“ of  Boston  banks,  237. 

44  of  capital  stock,  157. 

**  “ of  national  banks, 

209,238,239. 

44  of  savings  banks,  75. 

Tax  bill,  new,  792. 

Tax  on  cankers  and  broken,  75. 

Tax  on  borrowed  money,  912. 

Tax  on  capital,  840. 

Telegraph,  acceptance  of  drafts  by,  47. 
Tennessee,  Supreme  Court  of,  813. 
Tennessee,  usury  laws  and  decisions,  204. 
Territories,  usury  laws  of  the  States  and, 53. 
Teams, usury  laws  and  deciaions.205. 
TBden,  Governor,  message  of,  582. 
l^me-checks,  grace  on,  383. 

Time-checks,  protest  for  non-acceptance  of, 
900. 

Time-drafts  prohibited,  335. 

Tishomingo  savings  bank  robbed,  558. 
Tobin’s  bond  tables,  152. 

Toronto,  banks  of,  240,  319,  646. 

Tpokaon  Bank  of  France,  20. 

Town  bonds  contested,  320, 

Trade,  foreign,  of  the  United  states,  313, 
Trades  onions,  German,  259,  688. 

“ 4*  British,  686. 

Treasury  calls  of  five-twenty  bonds,  390, 
808,  908. 

••  crisis,  the,  26. 

44  decision,  national  banks,  154. 

44  decisions,  stamps  on  vouchers,' 

814,  903. 

44  delinquents,  75. 

44  expenditures  of,  256,  422. 

44  gold  owned  by,  258. 

44  Mr.  Chase  and  the,  717. 

'•  receipts,  255,  422. 

44  reports,  421,  495. 

44  the  new  Assistant  Secretary  of 

the,  990. 

41  United  States  Colombia,  289. 


Treasury  United  States,  secretaries  of.  30. 
Treasurer  Spinner,  resignation  of,  908. 
Trial  of  Callender,  76. 

Troy,  taxation  of  bank  stock  in,  239. 

Trust  companies  of  California,  557. 

44  44  of  New  York,  67A 

Tweed  ring,  the,  247. 

Twenty -cent  pieces,  164,  910. 

Twenty-one  years’  operations,  New  York 
dealing-house,  420. 

United  Kingdom,  railway  capital 

in,  233. 

44  railway  dividends  in,  283. 

United  States,  bonds  as  security  for  bank 
44  circulation,  509. 

44  bank,  attack  on,  and  Nich- 
olas Biddle,  173 
44  carrying  trade,  918. 

44  circulating  notes,  amount  of, 

74. 

44  clearing-houses  in  the,  641. 

44  coinage,  1874,  3()0. 

44  constitution  of,  as  to  paper 

issues,  303. 

44  debt,  48, 136,  *232.  314,  393, 

469.  555,  651, 7*i4,  906. 

44  exports  of,  87. 243, 253, 328, 

408,488,568,736,824,918, 
920. 

44  failures  in,  431,  828. 

44  foreign  trade  of,  313. 

44  future  population  of,  234. 

“ greenback  contraction  in,  91 . 

44  immigrants  arrived  in,  579. 

44  imports  of,  87,  248,  253, 328, 

408, 488, 568, 656,735, 736, 
824,  920. 

44  issue  of,  74. 

44  loans,  summary  of,  554. 

44  minor  coins,  purchase,  ex- 

change, redemption,  Ac., 
472. 

44  national  banks  of  the,  70, 

233,  723,  907, 908. 

44  new  railroads  in,  581 . 

44  railroads,  capital  invested  in, 

25». 

“ « financial  condition 

of,  no. 

“ “ funded  debt  of, 

454. 

44  44  in  default,  457. 

“ “ net  earnings  of, 

454. 

•«  “ Poor's  manual  of, 

106. 

« “ total  miles  of,  254. 

44  44  cost  of,  254. 

44  Supreme  Court,  130,  209, 

44  Treasury,  report  of  Secretary, 

495. 

44  Treasury,  Secretaries  of,  30. 

U.  8.  Colombia,  finances  of  the,  288. 

bank-note  circulation  of,  369, 371. 
“ exports  of,  369. 

44  imports  of,  369. 

Underground  railway,  London,  1000. 
Unfunded  debt,  changes  in,  257. 

Union  Bank  of  London,  396. 


Digitized  by 


Google 


XX 


BANKER^  MAGAZINE — 1 874-5 


[June, 


Union  Bank,  Prince  Edward’s  Island,  399. 
Union  Pacific  and  Central  Pacific  railroads, 
407. 

United  States,  Clearing-Houses  of,  931. 
Usury  Act  of  Virginia,  79. 

44  agitation  in  New  York,  518. 

“ and  usury  laws,  49. 

“ “ Kelley  on,  51. 

“ 44  Locke  on,  50. 

4‘  Biblical  view  of,  524. 

“ bill  in  North  Carolina,  728. 

“ ethics  of,  523. 

44  Hebrew  code  of,  525. 

44  law  of  Georgia,  811. 

“ laws  of  the  states  and  Territories, 
53,  137,  201. 

44  laws  in  inter-State  contracts,  942. 
44  of  Alabama,  53  ; Arizona,  53  ; Ar- 
kansas, 54;  California,  55;  Col- 
orado, 55 ; Connecticut,  55 ; Daco- 
tah,  56  : Delaware,  56 ; District  of 
Columbia,  56 ; Florida,  57  ; Geor- 

fia,  57 ; Idaho,  57  ; Illinois,  58; 

ndiunu,  59 ; Iowa,  60  ; Kansas, 
60;  Kentucky,  61 ; Louisiana,  137 ; 
Maine,  138  *;  Maryland,  1:48 ; 
Massachusetts,  138;  Michigan,  139; 
Minnesota,  110;  Mississippi,  140; 
Missouri  140;  Montana,  140;  Ne- 
braska, 141  ; Nevada,  141  ; New 
Hampshire,  141 ; New  Jersey,  142, 
238;  New  Mexico,  143;  New  York, 
144  ; North  Carolina,  201  ; Ohio, 
201;  Oregon,  202;  Pennsylvania, 
202;  Rhode  Islund,  203;  South 
Carolina,  203  ; Tennessee,  204  ; 
Texas,  205;  Utah,  206;  Vermont, 
206;  Virginia.  207 ; Washington 
Territory,  207 ; West  Virginia,  207 ; 
Wisconsin,  208;  Wyoming,  208. 

44  penalties  full,  State  banks  liable  to, 
547 

Unstamped  check,  318,  643,  726,  810,  905. 
Unsuccessful  forgery,  909. 

Utah,  usury  law  of,  206. 

Utterance  of  false  news,  law  to  punish,  32. 


Value  of  gold  and  silvery  decline 
in,  42. 

“ real  and  personal  estate,  New 
York,  156. 

Vermort  and  Canada  railroad,  sale  of,  159. 
Vermont  usury  laws  and  decisions,  206. 
Vernon's  American  Railroad  Manual,  107. 
Veto  message  of  April,  26. 


Virginia  usury  act,  79. 

“ currency,  885. 

44  embezzlement  bills,  79. 
44  law,  993. 

44  usury  laws  of,  207. 
Voucher,  stamps  on,  814,  903. 


Wages  in  Germany,  rise  in,  258. 

4*  of  labor,  advance  in,  685. 

Wagner,  Dr.  Adolph,  on  German  finances, 
770,  860,  et  seq. 

Warehouse  receipts,  fraudulent,  156. 

War  fine,  French,  769.  857. 

44  44  disbursement  of,  864. 

44  “ receipts  of,  864. 

Warrants,  fraudulent,  478. 

Washington,  D.  C.,  First  National  Bank, 
156,  911. 

Washington  territory,  usury  law  of,  207. 
Wealth,  growth  of,  and  workmen’s  strikes, 

Wellsboro’,  Pa.,  robbery  at,  319. 

Wells’,  Mr.  D.  A.,  address  at  Detroit,  953. 
Wells  River.  Vt.,  National  Bank  of  New- 
bury, 319. 

Western  municipal  bonds,  558. 

West  Indies,  population  of,  832. 

W.  Virginia,  usury  laws  and  decisions,  207. 
What  arc  “ bankable  funds”?  78. 
Wheeling,  First  National  Bank,  159. 
Where  to  study  political  economy,  263. 
Who  is  the  oldest  bank  officer?  991. 
Williams,  John  E.,  letter  of,  221,  302,  375. 

44  plan  of,  169  302,  609. 

Wives,  employment  of,  forbidden,  234. 
Wisconsin,  United  States  District  Court, 
western  district,  308. 

Wisconsin,  usury  laws  and  decisions,  208. 
Withdrawal  of  circulating  notes,  73. 
Wolowski,  M.,on  Credit  Foncier,  etc.,  191, 
447,  666 

44  credit  mobilier,  443. 

“ official  report  of,  437. 

44  on  the  French  war  fine,  769, 

857. 

Workmen’s  strikes  and  the  growth  of 
wealth,  835. 

World,  population  of,  831. 

World’s  (tlie)  product  of  gold,  699,  700. 
Worn-out  hank  bills,  378. 

Wyoming,  usury  laws  and  decisions,  208. 

Years  1869  to  1874,  failures  in, 

661. 

Years  1872-74,  failures  in,  662. 
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Acceptance,  727. 
Altered  checks,  476. 
Attorneys'  fees,  978. 


Limits  of  jurisdiction,  904,  908. 
Liquidation,  rights  of  banks  in,  807. 
Loans,  78,  898. 


Bankable  funds,  78. 

Bank  returns,  76. 

Bankruptcy,  80,  316. 

Banks  acting  as  brokers,  643. 
Biilholders,  643. 

Bills  and  notes,  311,  633,  812. 

Bills  of  exchange,  978. 

Bonds,  illegal,  811. 

Borrowed  money,  tax  on,  912. 

Capital  stock,  157. 

Cashier’s  indorsement,  463. 
Certificates  of  stock,  forged,  310. 
Certification,  540. 

Cheek  311,  992,  476,  540,  813. 
Confederate  money,  236. 

Contract,  312. 

Corporations,  475. 

Coupons,  624. 

Currency,  Virginia,  885. 

Defalcation,  999. 

Deposits,  stolen,  729. 

Detached  coupons,  624. 

Draft,  311, 727. 

Drawer,  813. 

Express  companies,  163,  811. 

Filling  Blanks,  633. 

Forged  savings  bank  orders,  992. 
Forgery,  310. 

Fraud,  76. 

Indorsement,  463,  902. 
Insolvent  National  banks,  909. 


Membership  of  Stock  Exchange, 

226. 


National  bank  loans,  78,  898. 
National  bank  shares,  liens  on,  130,  134. 
National  bank  stock,  taxation  of.  209,  238. 
National  banks — right  of  suit,  304. 

“ insolvent,  909. 

“ limits  of  jurisdiction,  304. 

“ in  liquidation,  807. 

Negotiable  paper,  blanks  in,  633. 

Partnership.  311. 

Paper,  negotiable,  filling  blanks  in,  693. 
Partner’s  indorsement,  902. 

Promissory  notes,  683,  812. 

Protest,  law  of,  228. 


Railroad  boads,  397. 
Raised  checks,  992. 

Raised  drafts,  727. 


Right  of  suit,  904,  308. 
Rights  of  corporations,  475. 
“ biilholders,  643. 


Barings  banks,  loans  of,  78. 

“ forged  orders  on,  992. 

Shares  of  National  banks,  liens  on,  130, 134. 
State  liability,  813. 

Stock,  taxation  of,  157, 209,  238. 
Stockbrokers,  157,  209,  238,  312. 
Stockholders,  476,  556, 728. 

Stock  Exchange,  226. 

Stolen  deposits,  729. 

8uit,  right  of,  304,  308. 

Sunday,  228. 


Jurisdiction,  804,  308. 


Taxation,  75,  157,  238,  468,  811,  912. 


Liability  of  banks,  630,  729,  813. 
Liability  of  express  companies,  163,  311. 
Liability  of  stockholders,  476,  556,  728. 
Lien  on  National  bonk  shares,  130,  134. 


Usury,  58,  54,  55,  56,  57,  58,  59,  60,  61, 
79,  187.  188,  139,  140,  141,  142 
144,  201,  202,  208,  204,  205,  206 
207,  208,  547.  ’ 
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SOME  PERILS  OF  OUR  BANKING  SYSTEM. 

Never  since  our  National  banking  system  was  established  by  the 
few  of  1863  have  the  foundations  of  its  prosperity  and  strength 
been  more  seriously  threatened  thaif  during  the  fiscal  year  which  has 
just  closed.  Part  of  these  dangers  have  sprung  from  within ; while 
part  have  come  from  the  experiments  of  crude  legislation  which 
menaced  the  banking  organism  from  without.  It  is  hard  to  say 

which  of  the  two  are  the  most  formidable;  as  to  the  latter  class 

of  evils,  which  come  from  legislation,  we  now  know  the  worst 

that.  Tor  the  present,  can  happen  to  us.  Many  well-informed 

persons  think  that  we  shall  have  no  more  financial  legislation 
during  the  rest  of  President  Grant’s  second  term.  If  this  be  too 
much  to  hope,  it  is  at  least  one  of  the  benefits  due  to  the  Presi- 
dent’s Memorandum,  which  document  we  discuss  elsewhere,  that 
it  has  cleared  our  financial  atmosphere ; and  has  rid  us  of  a multi- 
tude of  projects  of  greenback  expansion,  by  which  the  inflationists 
in  Congress  have  been  overstraining  the  public  confidence  in  our 
banking  and  financial  stability. 

These  gentlemen,  to  the  great  regret  of  the  advocates  of  sound 
principles  of  banking,  have  given  to  our  system  a certain  ten- 
dency to  undue  expansion,  which  has  been  seeking  to  develop 
itself  for  several  years  past,  and  seems  to  have  just  reached  the 
poigt  of  culmination.  These  expansionists  have  operated  in  two 
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directions.  They  have  weakened  the  foundations  of  the  great 
edifice  of  our  banking  organism,  and  they  have  enlarged  and 
expanded  the  superstructure.  It  is  easy  tc^  see  what  must  come 
of  this  two-fold  “ reform.” 

The  Currency  Bill  which  was  signed  by  the  President  on  the 
2 2d  June,  passed  the  House  on  the  20th  by  a majority  of  221 
to  40,  and  had  previously  passed  the  Senate  on  the  19th  by  a 
majority  of  43  to  19.  It  is  undoubtedly  the  least  objectionable 
of  the  finance  bills  which  have  been  elaborated  by  the  present 
Congress.  Still  it  threatens  the  foundations  of  the  banking  fabric, 
on  which  our  whole  financial  machinery  moves,  as  we  can  not 
fully  attempt  now  to  explain.  One  or  two  of  the  most  patent  ob- 
jections to  it  are  all  that  are  worth  attending  to  at  the  present 
moment. 

In  the  first  place  this  law  dispenses  with  part  of  the  greenback 
reserves  which  have  always  been  the  distinguishing  feature  of  our 
banking  system.  Few  of  us  would  waste  time  in  proving  that  the 
cash  reserves  of  the  National  banks  have  been  one  of  their  chief 
safeguards.  Those  who  are  best  conversant  with  the  financial  his- 
tory of  the  past  ten  years  are  best  aware  that  we  owe  it  to  the  am- 
ple compulsory  reserves,  that  our  banking  machinery  throughout  the 
war  was  free  from  the  uncertain  jerks,  the  abrupt  changes  and 
frequent  spasms,  which,  for  many  years,  had  been  the  disgrace  • 
of  our  old  bank  system.  Some  writers  have  contended  that  all  the 
panics  of  this  century,  both  here  and  in  England,  could  have 
been  prevented  if  ample  banking  reserves  had  been  available,  and 
had  been  judiciously  employed  in  the  crises  of  pressure.  However 
this  may  be,  we  must  at  least  concede  that  several  of  the  panics 
that  have  been  specially  disastrous  to  ourselves,  would  have  lost 
much  of  their  virulence  if  our  banks  had  been  stronger  in  re- 
serves. 

It  is  a fundamental  principle  of  sound  banking  that  the  cash 
reserve  should  amount  to  one-fourth;  or,  as  some  say,  to  one  third, 
of  the  direct  liabilities  of  the  banks ; and  that  whenever  it  falls  below 
this  level,  it  should  be  raised  by  immediate  restrictive  measures. 
The  old  Louisiana  banking  act  required  one-third,  and  that  of 
Ohio  one-fourth.  The  last-named  law  was,  in  several  respects,  the 
model  on  which  our  National  banking  law  was  framed,  and  it  had 
long  been  familiarly  known  to  Mr.  Secretary  Cha$e.  In  conformity 
with  the  law  of  Ohio  Mr.  Chase  would  have  prescribed  25  per  cent, 
as  the  minimum  below  which  the  National  bank  reserves  should  never 
sink.  For  well-known  reasons  Congress  was  induced  to  modify 
this  original  requirement  in  1863.  The  New  York  Clearing  House 
in  1858,  established  their  minimum  reserve  at  20  per  cent.,  in  coin  ; 
and  in  i860  they  raised  the  minimum  to  25  per  cent.  Our  Na- 
tional banking  law,  when  it  imposed  the  obligation  upon  the  banks 
to  hold  so  ample  a reserve,  gave  a compensation  by  conferring 
upon  them  the  co-ordinate  privilege  of  issuing  notes  endorsed  by 
the  Government,  and  intended  to  take  the  place  of  the  greenbacks 
when  the  latter  should  be  withdrawn  from  circulation.  In  rettim 
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for  these  and  other  privileges  the  banks  were  required  by  the  laws 
of  1863  and  1864,  to  hold  a larger  reserve  than  had  ever  before 
been  generally  enforced  by  statute  in  this  country.  The  banks 
of  the  large  cities  were  required  to  hold  25  per  cent.,  and  those 
of  other  places  15  per  cent.  To  the  fidelity  with  which  these  re- 
serves were  kept  up,  has  been  ascribed,  as  we  have  said,  the 
stability  of  our  banking  and  commercial  system  during  the  ex- 
traordinary pressure  of  our  war  finance. 

These  reserves,  however,  are  costly.  They  involve  the  keeping 
of  over  a hundred  millions  of  the  funds  of  the  banks  unproduc- 
tive of  direct  profit.  This  large  proportion  of  passive  assets, 
however  needful  it  may  be  to  secure  the  stability  of  the  banks, 
has  been  long  regarded  by  the  expansionists  with  jealousy.  The 
attempts  they  have  heretofore  made  to  impair  the  reserves  and  to 
increase  in  this  way  the  earning  power  of  the  banks  at  the 
expense  of  their  strength  and  stability  would  form  an  interesting 
chapter  in  some  future  history  of  our  credit  system.  The  sub- 
joined table  shows  that  these  efforts  have,  so  far,  been  only  in 
part  successful. 


Aggregate  Reserves  of  the  Country  Banks. 


Dates. 

Jan.  6,  1868 
April  6,  1868 
July  6,  1868 
Oct.  5,  1868 
Jan.  4,  1869 
April  17,  1869 
Jane  12,  1869 
Oct.  9,  1869 
Jan.  22,  1870 
Mar.  *24,  1870 
June  9,  1870 
Oct.  8,  1870 
Dec.  28,  1870 
Mar.  18,  1871 
April  29,  1871 
June  10,  1871 
Oct.  2,  1871 
Dec.  16,  1871 
Feb.  27,  1872 
Apnli^  1872 
June  10,  1872 
Oct  3,  1872 
Dec.  27,  1872 
Feb.  28,  1873 
April  25,  1873 
June  13,  1873 
Sept  12,  1873 


No.  0/ 

banks. 

1418 

I418 

MI4 

1,422 

I408 

1400 

1,400 

1*398 

L396 

i,397 

L396 

1400 

M30 

1465 

1484 

1497 

*,536 

1,564 

1,586 

1,616 

1,626 

1,689 

1,707 

i,7«7 

1,73* 

1,737 

1,747 


Required,  15 

Circulation 
and  deposits. 

$ 405,322,366 

4I2,2;i,t6l 

419,787,829 

414,776,428 

406,128^44 

394,615,851 

395,378414 

394,376,119 

399,041,348 

402,872,222 

406,140,873 

404,337, 512 
406,311,675 

423-793.83° 

436,412,072 
443-'5S>«83 
467,619,031 
460,710,213 
481,506,936 
484,854,125 
490, (>08,432 

5°6,7i3,,5° 

500,723,505 

517,267,245 

514,998,003 

524,531472 

532,971,917 


per  cent. 

Reserve  re- 
quired. 

$60,798,353 

61,847,703 
62,968,177 
62,216,475 
60*9 19»326 
59,192,376 
59,306,761 
59,156,419 
59,856,202 
60,580,977 
60,921,131 
60,650,626 
60,946,750 

63,  §69,073 

65461,811 
66473,276 
70,142,854 
69,106,532 
72,226,040 
72,728,118 
75,59^,264 
76,006,972 
75,108,526 
77,611,640 
77,281,146 
78,722,905 
80,000,665 


Ratio  4/ 
reserve  to 
liabilities. 
Reserve  held.  Per  cent. 

$96,873,050  . 23.9 
94,143,672,.  23.8 
100,782,520  . 24 
95,252,448  . 22.9 
92,999,217  . 22.9 
82,523406  . 20.9 
85>673*334  . 21.6 

80,965,648^.  20.5 
93,426468  . 23.4 
92*383*755  - 22.9 
92,037,332  - 22.7 
84»777*956  - 20.9 
85*723,389  - 21 
95.615,960  . 22.6 
98,698,874  . 22.6 
101,706,605  . 22.9 
98,946,184  . 21.2 
91,728,626  . I9.9 
102,275,001  . 21-3 
98,012,845  . 20.2 
101,821,660  . 20.8 
97,765,876  . I9.3 
102,033,935  . 20-4 
107,595,294  . 20.8 
105,686,322  . 20.5 
108,348,248  . 20-7 
. 110,110,455  . 20-7 


Two  things  are  proved  by  these  statistics:  In  the  first  place, 
these  reserves  are  about  equal  all  the  yeajMjound,  and  they  are 
now  almost  as  large  as  in  1868.  Seconder  the  country  banks 
have,  in  these  respects,  been  more  exemplary  in  their  obedience 
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to  the  law  than  have  the  banks  in  the  redeeming  cities,  whose 
returns  are  as  follows: 


Aggregate  Reserves  of  the  Banks  in  Redemption  Cities. 


Dates. 

No.  0/ 
banks. 

Required , 

Circulation 
and  deposits. 

25  per  cent . 

Reserve  re- 
quired. 

Reserve  held. 

Ratio  of 
reserve  to 
liabilties. 
Per  cent. 

Jan.  6,  1868 

. 224  - 

$439,653,338 

. 

$ 109,913,335 

- ’$  146,041,738 

33-2 

April  6,  1868 

. 225  . 

429,084,929 

. 

107,271,231 

. 130,148,347 

30-3 

July  6,  1868 

- 225  - 

493,814,023 

123,453.505 

160,352,080 

32.5 

Oct.  5,  1868 

- 223  . 

440,170,650 

110,042,664 

. 139,227,396 

31-6 

Jan.  4,  1869 

. 220  . 

428,310,661 

107,077,665 

140,320,761 

32-7 

April  17,  1869 

. 220  - 

400,006,281 

100,001,571 

106,315,832 

- 115,570,842 

28.9 

June  12,  1869 

. 219  . 

425,263,320 

. 125,468496 

29-5 

Oct.  9,  1869 

. 219  . 

403,632,332 

100,908,081 

127,256,666 

3*-5 

Jan.  22,  1870 

. 2l8  . 

447,831,836 

1*1.957.959 

111,439,813 

115,041,582 

- I55>894,990 

34-8 

Mar.  24,  1870 

. 2l8  - 

445*759^65 

143,139,798 

32.1 

June  9,  1870 

. 2l6  . 

460,166,341 

409,060,815 

- ^50,572,350 

32.7 

Oct.  8,  1870 

* 2I5  * 

102,265,204 

- 118,633,295 

29 

Dec.  28,  1870 

. 215  . 

420,796,417 

105,199.105 

. 123,816,297 

• 138,772,908 

. 144,809,917 

29-4 

Mar.  18,  1871 

• 223  . 

466,973,869 

116,745,467 

29.7 

April  29,  1871 

. 225  - 

476,104,067 

119,026,015 

30  4 

June  10,  1871 

. 226  . 

510,018,734 

127,504,683 

- 159,693,80 

31-3 

Oct.  2,  1871 

- 23O  . 

484,634,132 

121,158,533 

114,180,474 

. 134463,827 

126,916,204 

27 -7 

Dec.  16,  1871 

. 226  . 

456,721,899 

27.8 

Feb.  27,  1872 

. 228  . 

470,889,271 

117,722,318 

1 26440,065 

26.9 

April  19,  1872 

. 227  . 

460,754,376 

115,188,594 

. 124,949,109 

27.1 

June  10,  1872 

. 227  . 

499*398,300 

124,849,574 

- 144*672,283 

29 

Oct.  3,  1872 

- 230  . 

443*349,305 

461,855,292 

110,837,326 

112,152,056 

25-3 

Dec.  27,  1872 

• 233  - 

115,463,822 

. 123,136,887 

26.7 

Feb.  28,  1873 

- 23O  . 

475*475*970 

118,868,991 

. 121,049,950 

25-5 

April  25,  1873 

- 230  . 

464,729,950 

116,182,487 

- 119,676,330 

25.8 

June  13,  1873 

- 231  . 

492,717*130 

123,179,284 

. 143,830*285 

116474,681 

29.2 

Sept.  1 2,  1873 

. 229  . 

474,721,060 

118,675,265 

24-5 

Theit  is 

less  of  uniformity  in 

the  level  of 

the  reserves 

in 

the 

redemption  cities.  For  well-known  reasons  they  usually  reach 
their  highest  point  in  the  summer,  and  their  lowest  point  in  the 
autumn.  There  has  also  been,  during  the  last  two  years,  a more 
decided  falling  off  in  the#  bank  reserves  of  the  redemption  cities, 
than  in  ‘those  of  the  country  banks.  It  is  worthy  of  remark 
that  the  country  banks  have  raised  their  greenback  reserves  from 
36  millions  in  1868,  to  42  millions  in  1873;  while ’the  redemption 
banks  have  reduced  their  greenback  reserves  from  78  millions  in 
1868,  to  50  millions  in  1873. 

It  appears  from  thes’e  statistics  how  far  the  banks,  during  the 
last  five  years,  have  strengthened  themselves  with  a surplus  reserve 
in  addition  to  the  minimum  required  by  law.  As  we  have  said, 
the  legal  requirement  is  that  the  country  banks  shall  hold  an 
amount  of  reserve  equal  to  15  per  cent,  of  their  deposits  and  cir- 
culation, three-fifths  of  which  reserve  may  be  on  deposit  with  such 
National  banks  as  act  as  their  agents  in  the  redemption  cities. 
With  regard  to  the^anks  of  the  redemption  cities,  they  have  to 
keep  a reserve  of  ™ per  cent.,  one-half  of  which  may  be  on 
deposit  with  National  banks. 
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The  subjoined  table  will  show  how  freely  the  banks  avail  them- 
selves of  this  privilege  of  counting,  as  part  of  their  cash  reserves, 
deposits  so  held  in  other  National  banks. 


Details  of  the  Reserves  of  Country  Banks. 


Spent. 

Legal 
tenders . 

Compound 

interest 

notes. 

Three-per- 
cent. certifi- 
cates. 

Due  from 
redeeming 
agents. 

U.  S.  cer- 
tificates of 
deposit. 

Jaa.  6,  j 868 

$ 2,565,2*1 

• 36,138,801 

$12,933- 550 
. 11.806,040 

$ 1,440,000 

$43,795,478 

— 

April  d,  i368 

1,804,017 

34  735,700 

2,905,000  . 

42.892,915 

■ — 

July  6,  1 868 

. 2,058,989 

36,347,168 

. 6,478,600 

4,265,000 

51,732.763 

47,060,541 

. 

Oct.  5,  1 863 

1,781.3*7 

39.034,570 

. 1,131,020 

5.245,000 

— 

Jan.  4,  1869 

2,819,665 

40,724,681 

— 

4,815,000 

44.639,871 

— 

April  17,  1869 

• 1,705,877 

37,213.372 

— 

4, 595, 000 

39,009,157 

43.608.318 

■ — 

June  12,  1869 

• 1*597,54* 

36,232,475 

— 

4,235,000 

— 

Oct.  9,  1869 

* 1,573.300 

36,215.334 

— 

3,795,000 

39382,014 

— 

Jan.  2a,  1870 

• 3,146141 

36,855,868 

— 

3.370.000 

3.265.000 

50.054,459 

— 

Mar.  24,  1870 

3.329,055 

35,659.362 

. 

50,130338 

— 

June  9,  1670 

- 2,912  275 

36,992,740 

. : 

3. 115,000 

49*oi7.3i7 

— 

Oct.  8,  1870 

• 2,357,856 

35  465,915 

— 

2,890,000 

44,064,185 

— 

Dec.  28,  1870 

- 2,359,126 

36,842,257 

— 

2,545,000 

43,977,006 

— 

Mar.  16,  1871 

. 2,420,987 

35,589, 1 817 

— 

2,245,000 

55  360,156 

— 

April  39,  1871 

2.504,655 

38,506,524 

— 

2,040,000 

55,047.695 

— 

Jane  10,  1871 

2.032,371 

38  481,550 

— 

1,885,000 

59,307,684 

— 

OcL  2,  1871 

1,814,927 

40,139.433 

— 

1,355  000 

55,636,824 

— 

Dec.  16,  1871 

. 2,043,411 

39,380,993 

— 

1,060  000 

49,244,222 

58,856,111 

— 

Feb  27,  187a 

. 2,816  771 

39,792,119 

— 

810,000 

— 

Apnl  19,  1872 

. 2,600,614 

42,485,632 

— 

690,000 

52,236,599 



June  10.  1872 

1,890,232 

41,495,581 

■ 

605,000 

57,830,847 

— 

Oct.  3,  1872 

• 1,950.142 

42,717,294 

— 

335,f*o 

32,543,440 

56,291,660 

. $220,000 

Dec.  *27,  1872 

1,978.383 

43,228,892 

— 

185,000 

350,000 

Feb  28.  1873 

1-779651 

41,598,799 

• 

90.000 

62  641,844 

. 1,485,000 

April  25,  1873 

• 1,567,149 

43,202,852 

42,800.960 

— 

10,000 

59,011,321 

61.696,995 

. 1,895,000 

June  13,  1873 

' 1,715,293 

. 2,071,686 

— 

10,000 

. 2,125,000 

Sept-  13,  X873 

. 42,279,728 

— 

— 

63,509,041 

. 2,250,000 

Details 

of  the  Reserves  of  Banks  in  Redemption 

Cities. 

Sptcit. 

Legal 

tenders. 

Compound 

interest 

notes. 

Clearing- 

house 

certificates. 

Three-per- 
cent. certi- 
ficates. 

Due  from 
redeeming 
agents. 

Jan.  x,  1868 

$ 15,538,758 

.$  78,167,690 

$27,063,480 

— 

$6,805,000 

.$  18,466,810 

Apnl  6,  1868 

• 13,575,641 

• 49,654,519 

. 27,111,450 

. 

21,350,000 

. 18,456.737 

July  6,  1868 

18,606,932 

9,686,044 

63,918.932 

. 12,994,620 
. 2,302,710 

— 

40,040,000 

• 24,101,596 

Oct.  5,  1868 

. 53,4x8905 

■ - 

53,835.000 

• 19-904,737 

Jan  - 4,  1869 

• 24,458,946 

47,^14  619 

— 

— 

47,260,000 

21,087,196 

April  17,  1869 

6,768,826 

. 43  661,789 

. 

— 

46,595,000 

• 18,545,227 

June  la,  1869 

15,882,535 

. 44,701,644 

— 

— 

45,580,000 

• 19,304,317 

Oct.  9,  1869 

. 20,415,157 

• '47,503.96* 

— 

— 

42,050,006 

- 17,287,548 

Jan.  aa,  1870 

• 43.005,329 

• 49,256,634 

— 

.$  17,956,000 

24,090.000 

. 21.587,027 

Mar.  24,  1870 

• 32,703.399 

. 44,720,616 

■■ 

. 19,881,000 

22.530,000 

• 23.304,783 

June  9,  1870 

. 37,02^254 

. 53,718.011 

— 

. 21,403.000 

22,810,000 

. 25,618,085 

Oct.  8,  1870 

12  108,149 

. 41,737,662 
. 41,680,488 

— — 

19,136,000 
. 20,498,000 

23,440,000 

22,211,484 

Dec.  28,  1870 

19,949,751 

— 

20,860.000 

. 20,828,058 

Mar.  18,  1871 

19.516,341 

• 53.253  533 

— 

. 20  599,000 

16,955,000 

• 28,449,035 

April  S9,  1871 

• 15  788.996 

. 65,006,031 

— 

. 21,581,572 

13,020,000 

. 29,413,318 

June  10,  1871 

. I4,*71,225 

81,923,110 
. 66,848.233 
. 52633,689 

— 

. 19,248.000 

11,290,000 

5,825,000 

• 33,061.561 

Oct-  2.  1871 

10,226.739 

. 

. 20,322,070 
16,633,026 

. 31,241,785 

Dec.  16,  1871 

• 23.273,H4 

— - 

5,635,000 

. 28,741,375 

Feb.  27,  1872 

19,504,567 

. 55,118,281 

. U.  S.  cer- 

16,195,000 

4.930.000 

• 30,692,217 

. 29,883,416 

Apnl  19,  1872 

. 17,142,870 

. 60,822,823 

. tificates  0/ 

. 13.909.000 

3,190.000 

June  io,  1872 

18.040,028 

. 78,001,259 

deposit. 

■ 12,092,577 

2,805,000 

• 33.733.421 

Oct.  3,  1872 

8.279,613 

59,356.8xo 

. $ 6,490,000 

•8,632,000 

1,220,000 

. 28,173,633 

Dec.  27,  1872 

17,068.954 

• 57,358  477 

. 12,300,000 
• 16,975,000 

5560,000 

775,000 

. 30,074,456 

Feb.  2 8,  1873 

15,998,022 

. 54,816,110 

2,115000 

320,000 

. 30,825,818 

April  25,  1873 

. 15.301,659 

• 56,732  435 

. 16,475,000 

1.370,000 

— 

• 29,797,236 

June  13,  1873 

. 26,234,795 

• 63,205,531 

. 20,240,000 

670,000 

• 33,479,959 

Sept.  12,  1873 

17,796,781 

• 50.067.935 

. 18,360,000 

175,000 

— 

. 30,074,965 

It  has  long  been  complained  that  from  the  nineteen  hundred 
banks  outside  of  New  York  city  a very  larap  and  unwieldy  sum 
comes  to  the  New  York  banks  under  this  rule  allowing  such  de- 
posits to  be  counted  as  reserve.  The  Comptroller  of  the  Currency, 
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in  referring  to  the  evils  hence  arising,  said  in  his  Report  for  1872, 
that  for  most  of  the  year,  the  amount  is  equal  to  more  than 
one-fifth  of  the  capital  of  all  the  country  banks.  In  many  cases 
these  deposits  amount  to  twice  as  much  as  the  capital  of  the 
bank  which  deposits  them.  There  are  not  a few  cases  in  which 
country  banks  send  into  New  York,  three,  four,  and  even  five 
times  their  capital.  This  bad  habit  has  grown  up  under  the 

attraction  of  the  high  fates  of  interest  on  deposits  which  certain 
New  York  banks  have  for  many  years  allowed  to  their  corres- 
pondents. We  shall  hereafter  show  that  in  1858  the  perturbations 
from  this  cause  were  so  generally  acknowledged  that  forty  of  the 
forty-six  banks  then  in  the  New  York  clearing  house,  signed  an 
agreement  “ to  allow  no  interest  on  deposits  or  balances  of  any 
kind,  either  directly  or  indirectly,  provided  all  the  banks  compos- 
ing the  association  shall  concur.”  All  did  not  concur,  but  from 
that  day  to  this  many  of  our  strongest  banks  have  steadily  refused 
to  allow  interest  on  deposits.  Similar  attempts  have  been  since 
made  to  establish  the  rule  that  all  the  clearing-house  banks  should 
stop  interest  on  deposits.  More  than  once,  in  time  of  pressure, 
these  attempts  have  seemed  on  the  point  of  success ; but  like  the 
most  recent  of  them,  in  November,  1873,  they  have,  from  the 
absence  of  unanimity,  been  finally  abandoned,  or  at  least  post- 
poned. 

Another  attempt  to  suppress  the  evils  of  these  country  deposits 
is  suggested  elsewhere  by  the  Comptroller  of  the  Currency  in  the 
Report  just  quoted.  He  proposed  to  prohibit  all  banks  from 
extending  their  loans  beyond  three  times  the  amount  of  their  cap- 
ital. This  excellent  provision  is  favored  by  the-  support  of  our 
best  banking  authorities.  For  some  reason  it  has  never  found  its 
way  into  any  of  the  numerous  finance  bills  of  the  session  just 
closed.  Meanwhile,  as  the  Comptroller  very  justly  says,  the  suspen- 
sion of  one  of  the  banks  which  hold  these  masses  of  country  bank 
deposits,  if  the  failure  should  occur  in  a time  of  monetary  .strin- 
gency, would  embarrass,  if  not  ruin  many  banks  in  the  redemp- 
tion cities.  And,  to  complete  the  disaster,  the  country  correspond- 
ents of  these  redeeming  banks  would  suffer  in  turn,  so  that  it 
would  be  impossible  to  fix  bounds  to  the  circling  wave  of  finan- 
cial ruin  which  from  many  centres,  would  overspread  the  whole 
country.  The  remedy  proposed  by  Congress  to  stop  the  growth 
of  this  notorious  evil  was  very  summarily  rejected.  This  remedy 
consisted  in  prohibition,  the  usual  resort  of  legislative  incapacity. 
The  country  banks  were  to  be  forbidden  to  keep  their  reserves 
in  New  York.  The  third  section  of  the  abortive  House  bill 
required  that  each  bank  should,  “ within  ninety  days  after  the  pas- 
sage of  the  act,  and  thereafter,  keep  its  lawful  money  reserves 
within  its  own  vaults,  at  the  place  where  its  operations  of  dis- 
count and  deposit  are  carried  on.”  Had  Congress  been  content 
with  the  simple  enactment  that  the  deposits  in  other  banks  should 
not  be  counted  as  referves,  it  is  possible  that  the  provision  might 
not  have  provoked  so  violent  an  opposition.  In  its  stringent 
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shape,  this  reserve-prohibition  raised  up  a powerful  hostility  alto- 
gether disproportioned  to  its  relative  importance.  The  friends  and 
the  foes  of  the  bill  puzzled  each  other  with  elaborate  calculations 
as  to  the  amount  of  “ contraction  ” which  would  be  produced  in 
the  active  circulation  of  paper  money,  by  the  withdrawal  of  green- 
backs from  the  city  banks,  and  from  the  ordinary  channels  of 
commerce,  into  the  vaults  of  the  country  banks. 

Among  these  sterile  discussions  on  minor  points  with  vague 
data  the  public  attention  was  dissipated  and  wasted  while  more 
important  features  of  the  successive  bills  were  too  much  over- 
looked. 

In  all  the  most  recently  matured  bills  the  banks  were  're- 
leased altogether  from  the  duty  of  holding  a reserve  against 
their  circulation.  Nominally  a reserve  of  five  per  cent,  was  indeed 
required  to  be  deposited  in  the  United  States  Treasury.  But 
this  provision  w'as  neutralized  by  the  Conference  Committee,  w'ho 
slipped  into  their  twro  bills  the  significant  provision,  that  the  five 
per  cent,  deposited  in  the  Treasury  should  be  counted  as  part  of 
the  reserve  against  deposits.  It  is  not  easy  to  see  how  this  per- 
mission can  be  reconciled  with  the  preceding  provision  that  the 
five  per  cent,  should  be’  held  and  used  for  the  redemption  of  the 
bank  notes,  and  for  that  purpose  “only."  To  get  rid  of  the 
difficulty  the  Conference  Committee  struck  out  the  word  “only.” 
This  left  the  question  doubtful,  and  by  the  whole  bill,  as  it  stood 
when  finally  passed  and  signed  by  the  President,  the  reserves, 
whose  ample  magnitude  has  been  the  great  bulwark  of  the  bank- 
ing system,  are  threatened,  as  we  have  said,  with  a sudden  deple- 
tion, the  importance  of  which  it  is  impossible  to  over-estimate. 

The  other  objection  to  the  New  Currency  bill  is  that,  like 
all  the  legislation  proposed  .this  session  relative  to  our  banking 
system,  it  has  a tendency  to  inflation,  which  is  by  no  means  such 
a simple  malady  as  some  persons  suppose.  Much  needless  per- 
plexity would  have  been  avoided  in  discussing  the  inflationist 
tendency  of  the  recent  finance  bills  in  Congress  if  a better 
analysis  had  been  made  of  the  nature  of  inflation.  All  the  best 
authorities  agree  that  inflation  is  a very  complex  phenomenon. 
When  its  character  is  clearly  discriminated  inflation  may  be  found 
in  three  distinct  forms.  There  is — first,  currency  inflation,  which 
is  caused  by  over-issues  of  the  paper  circulation.  The  next 
species  is  inflation  of  credits , which  may  be  caused  by  the  banks 
expanding  their  loans.  This  is  the  sort  of  inflation  to  which 
tve  referred  above,  as  endangering  the  equilibrium  of  the  bank- 
ing machinery'  of  the  country  by  enlarging  its  superstructure 
beyond  its  basis,  assimilating  it  to  an  inverted  pyramid,  and 
exposing  it  to  the  constant  danger  of  instability  and  pertur- 
bation. The  third  species  of  inflation  has  been  called  an  in- 
flation of  confidence , for  lack  of  a better  name.  It  consists  of  a 
specific  excitement  of  the  financial  organism.  If  excessive,  such 
an  inflation  of  confidence  often  precedes  a panic,  and  prepares  the 
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way  for  it.  But  these  three  descriptions  of  inflation  may  exist  in 
a variety  of  degrees.  To  one  of  them  all  legislative  attempts  at 
inflation  must  be  referred  if  we  wish  to  estimate  the  force  which- 
it  would  exert  on  the  banking  and  monetary  movements  of  the 
country.  The  difficulty  is,  as  we  often  find,  that  a proposed  change 
in  the  banking  laws  may  be  justly  accused  of  threatening  both  in- 
flation and  contraction  at  the  same  time.  The  bill  before  us  is 
an  instance  of  this.  This  law  declares  the  maximum  greenback 
circulation  $ 382,000,000.  It  abolishes  the  reserve  on  Na- 
tional bank  circulation,  except  that  greenbacks  to  the  amount  of 
five  per  cent,  are  to  be  deposited  in  the  Treasury  for  redemption. 
This  measure  authorizes  no  new  National  bank  notes,  but  it 
proposes  instead  to  withdraw  $ 55,000,000  of  notes  from  those 
States  which  now  have  an  excess,  and  to  distribute  these  55  mil- 
lions among  the  States  which  hate  less  than  their  quota. 

How  are  we  to  find  out  whether  this  scheme  is  justly  charged 
with  inflation  ? Its  advocates  and  opponents  offer  plausible  argu- 
ments on  both  sides;  and  not  a few  men  of  large  experience  are 
inclined  to  believe  that  it  is  a task  beyond  the  powers  of  man,  to 
reach  any  certain  conclusion  on  the  subject.  In  support  of  this 
financial  scepticism  there  is  much  to  be  said.  But  although  math- 
ematical accuracy  is  hopeless,  still  an  approximate  estimate  may  be 
reached  and  must  be  attempted.  The  analysis  given  above  of  the 
general  processes  of  inflation  suggests  to  us  three  simple  rules.  In 
the  first  place,  we  may  ask,  does  this  bill  inflate  the  currency  ? 
secondly,  would  it  inflate  bank  credits ? thirdly,  would  it  inflate 
public  confidence? 

Applying  the  first  of  these  tests  we  see  at  once  that*  in  the 
provisions  of  the  law  we  are  examining,  the  greenback  circulation 
is  not  increased,  except  so  far  as  the  reserves  heretofore  held 
against  circulation  shall  be  set  afloat  in  the  channels  of  the 
currency.  • The  greenbacks  are  to  remain  at  $ 382,000,000, 
which  is  the  present  sum.  The  bank  note  aggregate  would  also 
be  the  same  as  it  is  now.  It  would  continue  at  the  level  of  354 
millions,  the  distribution  being  changed  of  55  millions,  but  no  in- 
crease being  made  of  the  total  amount  of  outstanding  notes.  So 
far  as  the  first  test  of  inflation  * is  concerned,  we  may  say  that 
the  New  Finance  law  does  not  involve  positive  currency  infla-  * 
tion,  except  indirectly  by  releasing  the  -reserves. 

Nor,  secondly,  does  it  seem  to  threaten  credit  inflation,  for  the 
banks  of  the  Eastern  States  which  have  now  more  than  their 
share  of  bank  notes  would  be  induced  to  contract  their  loans 
rather  than  to  expand  them ; and  this  contraction  may  reasonably 
be  expected  to  equal,  if  it  do  not  exceed,  the  expansion  generated 
by  the  new  banks  among  which  the  withdrawn  currency  is  pro- 
posed to  be  distributed.  To  illustrate  this,  let  us  divide  the  great 
system  of  the  National  banks  into  two  parts,  of  which  one  com- 
prehends the  States  having  less  circulation  than  their  quota,  while 
all  the  other  States  are  ranged  in  the  other  section.  We  shall 
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easily  see  that  in  the  former  group  of  States  there  would  be  infla- 
tion, and  in  the  latter  contraction,  and  in  both  perturbation; 
which,  while  it  lasts,  is  almost  as  formidable  an  evil. 

This  brings  us  to  the  third  question  touching  the  general  con- 
fidence, wThich  would  suffer  severely  under  any  violent  changes  of 
the  banking  organism.  The  recent  panic  inflicted  a violent  blow 
upon  the  public  confidence;  and  the  financial  machinery  of  the 
country  is  in  a sensitive  state.  Hence,  we  cannot  allow  ourselves 
to  anticipate  that  so  great  a change  as  is  here  proposed  could  be 
made  in  the  distribution  of  banking  facilities  without  a spasmodic 
depression  of  the  vital  energies  of  the  Eastern  section  of  the 
banking  system,  which  would  be  feebly  compensated  by  the  slow 
and  irregular  expansion  of  the  other  part  of  the  banking  organism 
in  the  West  and  South.  It  is  superfluous  to  reirtark  that  we  are 
not  opposing  here  the  general  claim  of  any  States  in  the  West  or 
elsewhere  for  more  banking  facilities.  Our  aim  is  to  discuss  the 
merits  of  the  bill  before  us,  arid  to  show  how,  in  attempting  to 
avoid  one  acknowledged  form  of  inflation  or  of  contraction,  we 
should  beware  lest  we  fall  into  another.  The  law  as  it  stands  will 
probably  repeat  the  effects  of  nearly  all  compromise  measures,  and 
will  disappoint  both  the  parties  it  was  intended  to  harmonize. 

Our  space  forbids  any  further  exposition  of  the  evils  which  have 
threatened  the  banking  organism  from  legislation.  Enough  has 
been  said  to  indicate  the  two  objective  points  at  which  they  were 
aimed.  First,  they  attack  the  reserves  which  are  the  foundation 
of  banking  stability;  and  secondly,  they  tend  to  make  the  whole 
banking  edifice  topheavy;  so  that  it  shall  lose,  in  this  two-fold 
way,  that  stability  and  strength  which  are  indispensable  to  the 
right  discharge  of  its  functions. 

Quitting  these  dangers  which  have  threatened  that  edifice  from 
without,  we  pass  next  to  another  class  of  perils  which  threat- 
en its  integrity  from  within.  The  panic  of  September,  1873, 
brought  into  a clear  light*  a number  of  these  dangers,  but  it  is  to 
be  feared  that  the  lessons  suggested  by  that  disaster  have  been 
too  much  forgo^en.  In  the  report  of  the  Clearing-House  Associa- 
tion, which  we  gave  in  full  in  our  last  volume,  pp.  425  to  437,  an 
exhaustive  diagnosis  will  be  found  of  the.  chief  banking  maladies 
which  brought  on  the  financial  convulsion.  We  need  not  discuss 
them  here  in  detail.  The  chief  point  on  which  the  Committee 
insisted  was,  that  an  unwieldy  mass  of  deposits  had  been  attracted 
into  the  New  York  Clearing-House  banks.  When  the  panic  of 
1873  began  the  sixty  banks  of  that  association  held  deposits  to 
the  amount  of  200  millions  of  dollars.  One-fourth  of  this  sum 
was  held  in  three  institutions,  all  of  which  pay  interest  to  their 
country  depositors.  Adding  to  these  three  banks  nine  others,  it 
appears  that  their  aggregate  deposits  were  one  hundred  millions. 
Thus  a dozen  institutions  held  one-half  of  the  aggregate  deposits, 
while  the  other  half  were  distributed  among  the  remaining  forty- 
eight  banks,  whose  capital  and  reserve  greatly  exceeded  the  pro- 
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portionate  capital  and  reserve  of  the  twelve  banks  referred  to.  It 
was  this  unwieldy  distribution  of  the  deposits  in  a few  banks; — 
and  in  banks  too,  that  had  not  their  proper  proportion  of  reserve 
to  meet  a run— it  was  this  that  constituted  one  of  the  formidable 
perils  of  the  Jay  Cooke  panic. 

How  the  danger  was  met  is  told  by  the  Committee.  “ The 
banks  which  found  themselves  in  this  dilemma  had  no  alternative 
but  to  ask  the  assistance  of  their  associates,  and  the  conflagration 
was  so  rapid  and  violent  that  every  consideration  of  sympathy,  self- 
preservation  and  public  spirit  compelled  the  metropolitan  banks  to 
a unanimous  and  earnest  co-operation.  The  majority  that  had  for 
years  conducted  their  business  upon  sound  principles,  and  had 
patiently  submitted  to  the  loss  of  old  accounts,  drawn  from 
them  to  their  associates  by  the  payment  of  interest  on  deposits 
and  by  other  expedients,  against  which  they  had  often  pro- 
tested, instantly  responded  to  the  call  by  placing  their  resources 
at  command  of  those  who  had  done  so  much  toward  producing 
the  calamity.  Making  common  cause,  the  weak  with  the  strong, 
to  avert  a universal  catastrophe,  they  “pooled”  their  greenbacks 
and  issued  certificates  as  in  November,  i860.  By  this  expedient 
the  stronger  banks  placed  themselves  under  the  unequal  burthen. 
They  equalized  the  pressure  by  gathering  in  -their  resources  and 
placing  them  at  the  disposal  of  the  weaker  banks,  which  were 
thus  furnished  with’  means  to  meet  the  demands  of  their  depos- 
itors and  to  save  themselves  from  disaster  and  ruin.  Meanwhile 
the  public  confidence  in  the  banks  had  become  so  much  impaired 
that  the  legal-tender  reserve  was  reduced  from  thirty-four  millions 
on  the  20th  September,  to  five  millions  eight  hundred  thousand 
on  the  14th  October.  Thus  the  drain  amounted  to  twenty-nine 
millions,  which  is  an  aggregate  of  ready  money  never  before  paid 
out  in  the  same  time.  Interior  banks,  whose  ready  means  in 
hand  had  always  been  nominal,  as  their  resources  consisted  chiefly 
of  credits  upon  the  books  of  interest-paying  banks  in  the  central 
cities,  were  under  the  necessity  of  calling  back  their  deposits  in 
greenbacks,  and  to  these  drafts  of  interior  banks  the  associated 
banks  were  asked  to  respond,”,  as  well  as  to  the  demands  of  the 
timid  dealers  and  the  panic-struck  public  at  home> 

To  this  bold,  prompt  action  on  the  part  of  the  strong  banks  in 
the  Clearing  House  in  defense  of  their  weaker  brethren  it  was 
due  that  the  crisis  abated  so  soon,  and  it  is  difficult  to  see  what 
other  remedy  could  have  been  devised  equally  capable  of  averting 
the  disaster.  Here,  we  have  another  illustration  of  the  tendency  of 
modem  finance  to  organize  great  masses  of  capital  and  powerful 
institutions  of  credit  into  one  body— every  member  being  depend- 
ent one  upon  another.  This  is  seen  not  only  in  times  of  peril  but 
in  those  trusts  and  functions,  which  the  operations  of  the  Clear- 
ing House  daily  impose,  so  that  the  entire  body  inevitably  suffers 
from  the  errors  and  indiscretions  of  a single  member.  No  bank 
can  have  any  moral  right  to  conduct  its  affairs  with  the  pub- 
lic, in  defiance  of  the  general  principles  of  its  associates,  or  to 
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introduce  private  terms  of  dealing  with  its  customers,  in  defiance  or 
in  conflict  with  the  best  interests  of  all.  Bank  officers  have  no 
right  to  be  sordid  competitors  for  patronage  or  mechanical 
laborers  for  dividends.  They  are  servants  of  the  public.  They 
have  duties  to  their  stockholders  it  is  true;  but  they  are  also  in  a 
more  important  sense  trustees  for  the  whole  community.  They  are 
public  administrators  of  great  interests,  which  forbid  the  least  de- 
parture from  the  honorable,  broad  principles  that  long  experience 
has  established. 

During  the  panic  of  1873  assistance  was  given  to  the  weaker 
banks,  as  above  described,  in  accordance  with  the  precedent  of  the 
crisis  in  November,  i860,  which  was  attended  with  equal  success. 
A full  report  of  the  assistance  given  to  the  various  banks  in  each 
of  these  crises  has  been  prepared;  but  for  obvious  reasons  it  can 
not  at  present  be  made  public.  There  was  this  farther  analogy 
between  the  action  of  the  Clearing  House  in  i860  and  in  1873. 
In  both  panics  the  aid  extended  to  the  weaker  banks  was  given 
4 on  certain  understood  conditions.  But  there  was  this  difference. 
In  one  case  these  conditions  were  promptly  reduced  to  writing 
and  published  during  the  pressure  of  the  panic;  while  in  the  other 
case  the  conditions  were  left  for  future  elaboration  by  a Commit- 
tee, after  the  pressure  of  the  panic  should  have  passed  away.  In 
i$6o,  at  the  meeting  in  November  the  conditions  on  which  the 
weaker  banks  were  allowed  to  participate  in  the  benefits  of  being 
sustained  by  the  superior  reserves  and  credit  of  the  stronger  ones 
were  expressed  in  the  following  resolution,  which  required  each 
tank  to  increase  its  cash  reserve  to  twenty-five  per  cent.,  on  pain 
of  expulsion : 

“ Resolved , That  after  the  1st  of  February,  1861,  every  bank  in 
Clearing-House  Association  shall  have  on  hand,  at  all  times, 
w specie,  an ‘amount  equal  to  one-fourth  of  its  net  liabilities , and 
any  bank  whose  specie  shall  fall  below  that  proportion  shall  not 
make  loans  or  discounts  until  their  position  is  re-established;  and 
we,  as  members  of  the  Clearing-House  Association,  agree  that  we 
will  not  continue  to  exchange  with  any  bank  which  shall  show 
by  its  two  successive  weekly  statements  that  it  has  violated  this 
agreement.” 

This  salutary  rule  of  holding  twenty -five  per  cent,  of  lawful 
money  reserve  has  been  kept  in  force  and  was  never  violated 
until  last  year.  The  fact  of  this  long,  steady  persistence,  is  the 
best  proof  that  can  be  adduced  of  the  soundness  of  the  principles 
on  which  this  agreement  of  i860  was  based.  A different  plan 
was  adopted  in  1873.  The  Clearing  House,  at  its  meetings  of 
20th  and  24th  September,  shrunk  from  the  task  of  imposing  any 
conditions  upon  the  banks,  as  had  been  done  in  i860  and  at- 
tempted in  1858.  It  was  believed,  however,  that  the  weaker 
banks  would  not  refuse  to  ratify  the  reforms  which  might  be 
agreed  upon  by  the  Clearing-House  Committee.  That  committee 
did  not  report  until  November  nth,  when  the  panic  had  passed 
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away.  An  unexpected  opposition  was  developed  to  the  reforms 
which  the  committee  proposed  to  inaugurate.  Their  Report  was 
referred  to  another  committee,  and  nothing  further  has  since  been 
done.  Much  unwise  recrimination  has  been  indulged  in,  and  some 
members  of  the  Clearing  House  could  see,  in  the  proposed  re- 
forms, nothing  but 'the  breaking  up  of  the  Clearing-House  Asso- 
ciation. Others,  again,  deemed  these  changes  wholesome,  timely, 
and  absolutely  essential  to  strengthen  the  banks,  so  as  to  avert 
panics  in  the  future  or  to  resist  them  successfully. 

With  these  mutual  charges  and  recriminations  we  have  nothing 
to  do.  Their  interest  with  the  public  consists  in  their  power  for 
the  weakening  and  disintegration  of  our  Clearing-House  Associa- 
tion, and  in  the  fear  that  when  another  panic  comes  there  will 
not  be  the  same  harmony,  the  same  compactness  of  union,  the 
same  disposition  on  the  part  of  the  strong-  banks  to  help  those 
which  are  weaker  and  worse  managed.  This  is  one  of  the  most 
formidable  perils  of  the  future.  Our  city  banks  must  now  rely 
more  on  themselves,*  and  less  on  the  Clearing  House,  if  they 
would  tide  over  any  future  panic.  We  do  not  insist  on  this  point 
because  we  see  any  reason  to  expect  a return  of  the  panic  next 
fall.  But  monetary  panics  would  lose  their  chief  dangers  if  they 
never  came  unexpected.’  One  great  function  of  a banking  system 
is  to  help  the  community  to  meet  unexpected  panics.  Our  Clear- 
ing-House banks  must,  therefore,  prepare  themselves  for  a more 
rigid  scrutiny  than  heretofore.  The  public  will  look  more  closely 
after  the  reserves  and  the  general  management  of  the  banks  in 
consequence  of  the  Clearing-House  disagreement  consequent  on 
the  events  to  which  we  have  referred. 

Several  theories  have  been  suggested  as  to  the  causes  of  this 
want  of  harmony,  and  of  the  failure  of  the  latest  project  of  Clear- 
ing-House reform.  In  the  absence  of  any  report  from  the  second 
committee  we  have  nothing  official  to  oppose  to  these  unauthor- 
ized theories.  One  of  them  declares  that  the  first  Committee  of 
Nine  did  not  succeed  because  it  did  not  “ strike  while  the  iron 
was  hot.”  It  waited  till  the  panic  was  over,  and  then  it 
attempted  too  much.  It  should  have  acted  more  promptly,  and 
should  have  been  content  with  completing  what  was  proposed  in 
1858.  On  that  occasion  the  following  resolution  was  approved  by 
nearly  every  bank  in  the  Clearing  House.  It  was  voted  for  by 
forty  banks,  approved  in  part  by  three  banks,  and  opposed  by  a 
minority  of  only  three  of  the  forty-six  banks  composing  the  Clear- 
ing House.  There  is  no  doubt  that  a similar  rule  could  have 
been  passed  unanimously  last  September  if  the  Committee  would 
have  been  content  to  have  rested  there,  and  to  have  proposed 
nothing  further.  The  Resolution  of  1858  was  as  follows: 

“The  banks  in  the  City  of  New  York,  composing  the  Clearing- 
House  Association,  do  hereby  agree  not  to  allow  interest  on  de- 
posits or  balances  of  any  kind,  either  directly  or  indirectly,  pro- 
vided all  the  banks  composing  such  • association  shall  concur  in 
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this  agreement  This  obligation  may  be  annulled  only  by  a vote 
of  two-thirds  of  the  banks  hereunto  subscribing,  at  a meeting 
specially  convened  for  that  purpose,  in  pursuance  of  a written 
notice.  And  they  further  agree,*  that  they  will  not  hereafter  vote 
for  the  admission  of  any  bank  to  the  New  York  Clearing-House 
Association  until  such  bank  shall  have  become  bound  by  this 
agreement” 

Now  it  is  contended  that  if  the  Committee  in  1873  had  not 
been  so  heavily  burdened  with  other  work,  and  had  had  time  to 
elaborate  and  adapt  the  foregoing  resolution,  and  had  proposed 
it  at  the  outset  of  the  Clearing-House  action  for  the  relief  of  the 
panic,  that  it  would  not  have  called  forth  a single  dissentient 
voice,  and  its  adoption  by  a unanimous  vote  which  could  not  be 
easily  revoked  would  have  brought  with  it  in  the  future  all  the 
other  restrictions  of  which  the  conservative  party  were  desirous. 
This  policy  would  also  have  closed  the  door  to  the  argument  that 
part  of  the  banks  wished  to  place  dictatorial  powers  in  the  Clear- 
ing House,  alien  to  its  functions  and  fatal  to  its  permanent  pros- 
perity. 

If  our  readers  will  take  the  trouble  to  refer  to  our  reports  on 
pages  425  and  590  of  our  last  volume,  they  will  see  what  the 
committee  actually  did  propose,  and  how  the  project  terminated. 
Essentially,  the  reforms  contemplated  by  the  committee  are 
nearly  all  implied  in  the  simple  resolution  given  above.  Hence 
it  might  seem  the  part  of  prudence  to  have  been  content  with 
adopting  tlmt  simple  rule  of  1858,  and  to  have  left  subordinate 
reforms  to  take  care  of  themselves. 

Another  party  contend  that  the  six  new  rules  and  the  Re- 
formed Constitution  proposed  by  the  committee  and  rejected  by 
Clearing-House  Association  are  all  so  bound  up  with  each 
other  as  to  form  a compact  arch,  the  removal  of  one  stone 
involving  the  ruin  of  the  whole.  We  believe  the  majority  of  the 
Clearing  House  were  and  are  in  favor  of  compromise.  And  it 
has  been  hoped  that  the  second  committee  will  be  able  to  restore 
^ concord  and  harmonize  dissentient  opinions.  This  committee, 
* who  now  have  charge  of  the  report,  consist  of  the  following  ten 
bank  officers:  Messrs.  Kitchen,  Park  Bank;  Vail,  Bank  of  Com- 
merce; Hayes,  Union  Bank;  Berry,  Tradesmen’s  Bank;  Duer, 
Bank  of  the  State  of  New  York;  Castree,  Irving  Bank;  Buell, 
Importers  and  Traders’  Bank;  Chandler,  Mechanics’  Bank;  Jordan, 
Third  National  Bank ; Schreiner,  German- American  Bank.  To 
these  gentlemen  the  public  look  for  such  wise  action  as  shall 
prevent  future  panics,  or  provide  mo*ns  for  stopping  them.  On 
the  committee  it  depends,  to  a large  degree,  whether  proper  steps 
shall  be  taken  to  strengthen  the  Clearing  House,  and  co-ordinate 
the  resources  of  the  New  York  banks.  If  the  committee  fail  in 
this  duty,  and  mischief  follow,  they  cannot  hope  to  be  held  free 
of  blame. 


i 


Digitized  by  CjOOQle 


14 


banker’s  magazine 


[July, 


THE  FRENCH  INDEMNITY. 

By  Dr.  Marsland. 

With  the  exception  of  the  vast  operations  of  the  United  States 
Treasury  during  the  civil  war,  no  government  achievement  in  fi- 
nance has  commanded,  for  half  a century,  mofe  public  attention  on 
both  sides  of  the  Atlantic  than  the  payment  of  the  indemnity  of 
five  milliards  by  France.  Never  in  modem  times,  has  so  heavy  a 
forfeit  been  imposed  on  a beaten  enemy^  The  four  months  cam- 
paign, which  ended  at  Sedan,  is  computed  to  have  cost  the  French, 
in  one  way  or  another,  an  outlay  of  $ 2,000,000,000  or  ten  mil- 
liards of  francs.  In  1815,  after  the  battle  of  Waterloo,  the  indem- 
nity exacted  of  France  amounted  to  no  more  than  700  millions  of 
francs.  Adding  the  other  expenses,  the  amount  of  the  whole 
scarcely  exceeded  1,100  millions  of  francs,  including  the  pay  of 
the  army  of  occupation  and  incidental  disbursements,  with  the  in- 
terest on  advances.  At  that  time  five  years  were  allowed  for 
the  total  payments,  and  at  the  end  of  three  years  the  territory  of 
France  was  evacuated,  although  265  millions  of  francs  were  then 
due.  For  this  unpaid  balance  easy  terms  of  liquidation  were 
granted,  one  hundred  millions  of  francs  being  accepted  in  rentes 
and  one  hundred  and  sixty-five  millions  in  notes  payable  from 
month  to  month,  and  guaranteed  by  Messrs.  Baring  and  Hope,  the 
bankers  who  conducted  that  negotiation. 

The  recent  German  negotiation  was  attended  by  no  such 
leniency.  It  was  rigidly  adjusted  by  cash  payment.  No  credit 
was  granted  for  any  part  of  the  five  milliards.  The  whole  sum 
due  to  Germany,  which  amounted  to  1,000  millions  of  dollars,  with 
interest  and  expenses,  had  to  be  paid  in  coin  or  its  equivalent  be- 
fore the  last  Prussian  was  suffered  to  quit  the  soil  of  France.  As 
we  have  said,  the  payments  to  Germany  amounted  to  more  than 
the  simple  sum  stipulated  in  the  treaty.  Besides  the  principal  of  • 
five  milliards  of  indemnity  agreed  oh,  further  sums  had  to  be  paid 
for  the  support  of  the  army  of  occupation.  Counting,  moreover, 
the  contributions  levied  by  the  Germans  on  various  French  de- 
partments during  the  war,  and  the  200  millions  of  francs  from  the 
City  of  Paris,  the  aggregate  would  be  one  milliard  more  to  be  paid 
in  coin;  except,  indeed,  that  325  millions  were  allowed  by  the 
Prussians  in  purchase  of  t^e  railroads  of  Alsace  and  Lorraine. 
We  must  except  also  the  100  millions  of  notes  of  the  Bank  of 
France,  which  the  Prussians  consented  to  take  in  place  of  an 
equal  amount  of  gold.  Deducting  these  items  the  total  payments 
of  gold  and  silver,  which  passed  between  the  two  countries  were 
five  and  a-half . milliards,  or  1,100  millions  of  dollars.  This  large 
sum  of  coin  or  its  equivalent,  had  to  be  paid  by  France  within 
the  short  space  of  two  years. 
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Prince  Bismarck  is  said  to  have  recently  expressed  surprise  that 
France  was  able  to  pay  this  stupendous  fine  so  promptly  and  with 
so  little  apparent  exhaustion.  There  was  good  reason  for  the 
Chancellor’s  surprise. 

We  had  no  precedent  to  show  us  beforehand  whether  the  bank- 
ing machinery  of  Europe  was  elastic  enough  to  bear  such  an 
addition  to  the  general  operations  of  European  finance.  Two  re- 
sults were  freely  predicted.  It  was  thought  that  France  would  be 
drained  of  all  her  specie,  which  was  expected  to  flow  to  Germany 
and  stay  there.  Tn  anticipation  of  this  the  German  Government 
decided  to  adopt  a new  imperial  coinage,  and  the  mints  were 
long  kept  in  constant  operation  coining  the  new  pieces.  Secondly, 
it  was  supposed  that  the  Bank  of*  England  might  be  able  to 
intercept  and  retain  a part  of  the  coin  which,  in  large  masses,  was 
expected  to  be  set  in  motion  from  France  and  other  countries 
towards  Germany,  in  consequence  of  these  unprecedented  opera- 
tions in  specie.  Hence,  in  England  a lively  discussion  sprang  up 
as  to  whether  it  might  not  be  well,  on  many  accounts,  that  the 
Bank  of  England  should  take  advantage  of  the  opportunity,  and 
raise  the  level  of  her  coin  reserve  to  25  or  30  millions  sterling. 
Such  an  increase  of  the  reserve  has  long  been  agitated.  Every 
year  it  is  more  necessary  because  of  the  rapid  growth  of  the  de- 
posits of  the  banks  in  London,  which  rely  almost  wholly  on  the 
Bank  of  England  for  their  coin  reserves.  Estimating  the  aggre- 
gate deposits  at  150  millions  sterling,  it  is  evident  that  a reserve 
of  30  millions  would  be  but  20  per  cent.  This  will  appear  by  no 
means  an  excessive  percentage  of  reserve  when  we  remember  that 
the  Bank  of  England  is  now  the  only  centre  for  the  clearing  of 
the  operations  of  European  commerce,  and  holds  the  only  stock 
of  coin  available  for  the  purpose  of  carrying  on  these  stupendous 
payments.  The  bank,  however,  is  a private  corporation,  and 
whether  it  is  bound  to  hold,  at  its  own  cost,  so  large  an 
extra  reserve  is  questioned.  The  other  banks  which  partake  of 
the  benefits  of  this  reserve  should,  in  equity,  bear  a part  of  the 
expense.  Such  is  the  argument.  Meanwhile,  little  has  been  done 
to  replenish  the  coin  reserves,  and  the  whole  question  will,  per- 
haps, be  investigated  at  an  early  day  by  a royal  cortimission  or  a 
Parliamentary  committee. 

In  a practical  form,  this  question  did  not  present  itself  for  solu- 
tion by  the  bank  authorities,  and  this  for  the  simple  reason  that 
France  was  not  drained  of  much  specie,  but  was  enabled,  in  some 
other  way,  to  pay  all  she  owed  to  Germany.  The  methods  by 
which  this  payment  was  accomplished  are  well  worthy  of  a closer 
analysis  than  they  have  yet  received,  either  here  or  in  Europe. 
Three  different  theories  have  been  invoked  to  explain  the  ease 
with  which  these  payments  seem  to  have  been  made.  First,  we 
are  told  that  France  held  ten  milliards  or  thereabouts  of  foreign  se- 
curities, part  of  which  were  dislodged  from  French  hands  and  their 
place  taken  by  the  .new  rentes.  This  theory  was  first  started  in 
thi s country.  It  owed  its  origin  to  the  fact  that  some  bonds 
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American  railroads,  known  to  have  been  held  in  France,  were 
found,  in  considerable  amounts,  offering  themselves  for  sale  in 
England  and  here.  This  fact  suggested  inquiry,  which  was  re- 
warded by  the  discovery  that  France  was  exporting  securities,  as 
well  as  goods,  to  a large  amount,  so  that  the  balance  of  exchanges 
was  in  her  favor  and  she  was  actually  importing  gold  during  the 
whole  period  over  which  the  indemnity  payments  extended. 

Another  view  was  advanced  by  the  London  Economist . This 

theory  assumes  that  the  French  people  paid  these  six  milliards  out 
of  their  surplus  earnings,  but  makes  no  attempt  to  explain  how  it 
came  about  that  the  international  exchanges  were  not  deranged, 
nor  the  currents  of  the  precious  metals  more  perturbed;  which 
are  the  chief  points  that  needed  clearing  up. 

A third  explanation  was  jgiven  by  M.  Victor  Bonnet  in  the  Revue 
des  deux  Mondes . He  showed  that  the  annual  income  of  France 
is  1 8 or  20  milliards,  which  allows  500  francs  fop  each  inhabitant, 
On  this  estimate  the  six  milliards  of  indemhity  dislodged  one-third 
as  much  as  the  gross  annual  income  of  France.  But  this  stu- 
pendous sum  was  not  carried  off  in'  cash.  The  Germans  took  it 

away  in  the  shape  of  bills,  which  were  liquidated  by  means  of 
foreign  credits.  Secuijties  were  sent  to  England  and  other  foreign 
markets,  while  France  supplied  the  vacuum  thus  caused  in  her 

own  investment  market  by  substituting  new  rentes  created  for  the 

purpose.  These  new  rentes  imposed  future  burdens  on  the 
French  Government,  but  relieved  them  from  present  embarrass- 
ment, and  cost  them  nothing  except  the  annual  interest.  The 
yearly  burden  of  interest  imposed  by  the  whole  debt,  as  it  stands 
to-day,  represents  but  five  per  cent,  of  the  annual  income  of 
France,  and  ten  per  cent,  of  that  income  will  cover  the  whole 
expenses  of  administration,  including  interest,  sinking  fund,  army 
and  navy,  with  all  other  government  disbursements  of  every  kind. 
France  is  thus  better  off  now  than  England  was  in  1815,  says  M. 
Bonnet,  “for  the  British  debt  at  that  time  imposed  a burden  of 
nine  per  cent,  of  the  annual  revenue  of  the  people,  and  the  whole 
budget  cost  them  18  per  cent.”  As  these  burdens  did  not  hinder 
the  English  people  from  presenting  a bold  front  to  their  difficulties, 
from  paying  off  part  of  their  debt,  and  developing  their  prosperity 
to  the  magnificent  proportions  of  to-day;  so,  this  writer  argues, 
France  may  hope  to  do  the  same,  with  even  more  ease. 

It  will  be  observed  that  there  is  a perfect  harmony  between 
these  three  hypotheses.  They  are  quite  compatible  and  resemble 
each  other  as  three  views  of  the  same  object  from  different 
points.  The  -first  theory  which  examines  the  phenomena  from 
the  point  of  view  of  the  exchanges,  is  extremely  suggestive.  No 
international  transaction  of  such  magnitude  has  ever  taken  place 
under  the  same  conditions.  When  Mr.  Goschen  brings  out  the 
next  edition  of  his  admirable  book  on  the  Exchanges  we  hope  he 
will  devote  a new  chapter  to  the  analysis  of  the  phenomena  de- 
veloped here  and  in  Europe,  by  the  payment  of  the  French  in- 
demnity. 
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As  to  the  second  theory,  which  affirms  that  France  paid  the 
six  milliards  out  of  her  savings  since  the  war,  it  is  not  without  a 
plausibility.  For  nobody  who  has  traveled  in  France  can  be  ig- 
norant that  while  she  is  rich  in  resources  her  people  are  extremely 
frugal.  Sir  Robert  Peel,  speaking  in  1841  on  this  subject,  with 
a French  statesman,  gave  it  as  his  opinion,  that  “ in  England 
there  is  one  man  in  every  five  who  spends  all  he  gets ; but  that  in 
France  not  one  in  forty  does  so,  the  other  thirty-nine  lay  something 
by.”  The  diplomatist,  struck  by  this  remark,  from  so  well-informed 
a source,  determined,  when  he  went  back  to  France,  that  he  would 
investigate  this  question  for  himself.  He  did  so  and  found  that 
it  was  true  of  the  agricultural  population,  that  it  was  untrue  of 
the  mechanics,  and  especially  of  such  as  earn  high  wages.  As  to 
the  masses  of  the  inhabitants,  and  more  particularly  throughout  the 
(arming  districts,  this  gentleman  reports  'that  the  spirit  of  economy 
controls  the  habits  of  the  French  people  just  as  Sir  Robert  Peel 
had  said.  His  statements  are  corroborated  by  a multitude  of 
competent  witnesses,  whose  evidence  we  need  not  at  present  dis- 
cuss. It  may  hereafter  be  found  worthy  of  examination  with  a 
view  to  illustrate  some  other  economic  questions,  which  are  com- 
manding attention  here  and  in  Europe. 

\\\  next  pass  to  the  third  hypothesis,  which  is  that  of  M. 
Bonnet.  He  attributes  the  ease  with  which  the  indemnity  has 
been  paid  to  the  prodigious  development  of  the  productive  power 
of  the  French  people.  During  the  last  twenty  years  \he  foreign 
commerce  of  France  has  tripled  its  volume.  Favored  by  climate, 
soil  and  agricultural  skill,  that  rich  territory  teems  with  abundance. 
Moreover,  her  marvelous  skill  in  manufacture  and  industrial  in- 
vention has  opened  to  France  many  new  markets  all  over  the 
world.  By  the  inventions  of  modem  science,  by  her  magnificent 
system  of  7,700  miles  of  water  communication  and  9,000  miles  of 
railroad,  by  her  telegraphic,  banking  and  other  facilities,  she  has 
given  to  her  productive  powers  such  an  accelerated  energy  that  in 
all  directions  the  eye  of  the  traveler  can  discern  tokens  of  extra- 
ordinary growth.  The  Bank  of  France  does  five  or  six  times  as 
much  business  now  as  in  1850.  By  the  side  of  this  great  Institu- 
tion, which  provides  monetary  facilities  for  commerce  and  floating 
capital  for  industrial  enterprise,  there  is,  in  France,  an  organized 
system  of  credit  adapted  to  the  wants  of  farmers.  In  this  country 
we  greatly  need  similar  organizations  to  furnish  capital  to  our 
Western  agriculturists.  Their  cry  for  new  banks  indicates  the  want 
of  capital.  Sooner  or  later  this  need  will  create  some  adequate 
credit  organization  by  which  more  capital  may  be  placed  within 
the  reach  of  our  country  farmers,  who  need  it  for  remunerative 
improvements  and  can  give  good  security.  Banks,  however,  are 
not  so  constituted  as  to  meet  this  want  of  fixed  capital  for  the 
improvement  of  farms.  Our  Western  and  Southern  farmers  who 
clamor  for  more  banks  should  study  the  growth  of  the  French 
system  of  agricultural  finance.  We  can  here  do  no  more  than 
just  indicate  that  the  Credit  Foncier  of  France  aims  to  supply  to 
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agricultural  progress  facilities  as  to  capital  and  credit,  and  that 
with  improvements  and  modifications  this  system  is  capable  of 
rendering  to  farmers  similar  aid  to  that  which  banks  give  to  mer- 
chants, manufacturers,  and  moneyed  men.  France  being  more  given 
to  agriculture  than  England,  has  developed  this  side  of  her  finan- 
cial machinery  to  much  higher  perfection  thqn  any  other  Euro- 
pean country.  We  know  of  no  more  promising  field  of  distinction 
for  our  ambitious  financial  students  than  is  presented  in  the  French 
system  of  agricultural  finance.  By  investigating  the  conditions  on 
which  it  might  be  transplanted  to  the  United  States,  our  economic 
writers  may  do  much  to  aid  in  the  solution  of  certain  financial 
problems,  which  are  just  now  more  pressing  in  this  country  than 
ever  before. 

M.  Bonnet  has  left  out  of  his  calculation  several  important  ele- 
ments in  the  productive  power  of  France.  One  of  these  we  may 
mention.  It  is  the  use  of  steam  engines,  which  are  computed 
to  add  to  the  productive  power  of  France  the  equivalent  of  the 
labor  of  400  millions  of  men,  or  ten  times  the  aggregate  of  its 
present  population.  Without  dwelling  upon  this  point,  however,  or 
attempting  to  co-ordinate  the  relative  value  of  the  other  industrial 
forces  which  have  made  France  so  rich  in  wealth,  and  so  strong 
to  bear  financial  burdens,  we  may  say,  in  brief,  that  M.  Bpnnet 
computes  the  excess  of  the  industrial  earnings  of  the  French 
people  over  their  private  expenditure,  at  three  milliards,  or 
$600,000,000  a year.  These  savings  had  been  invested  to  some 
extent  in  foreign  securities;  of  which  prior  to  the  war  the  French 
people  held,  he  says,  ten  milliards  of  one  sort  or  other.  How 
much  of  this  foreign  debt  has  been  liquidated  he  does  not  at- 
tempt to  discover.  He  also  errs  in  relying  too  implicitly  on  the 
customs  returns  showing  the  gold  exports  from  France  to  be  so 
much  smaller  than  the  imports.  But  there  is  no  doubt  that  what- 
ever other  mistakes  M.  Bonnet  may  have  made,  he  is  .quite  right 
in  believing  that  several  milliards  of  foreign  securities  known  to 
have  been  held  in  France,  have  played  an  important  part  in  main- 
taining the  equilibrium  of  the  foreign  exchanges,  and  in  preserving 
the  stability  of  the  paper  money,  during  the  transmission  of  so 
vast  an  amount  of  capital  from  France  to  the  coffers  of  Germany. 

Without  dwelling  however  upon  the  suggestive  and  ingenious 
views  of  this  writer,  we  pass  next  to  the  specific  details  of  the 
various  loans  by  the  proceeds  of  which  the  indemnity  was  paid. 

Of  these  an  interesting  account  has  been  prepared  by  M.  Al- 
phonse Courtois,  a well-known  statistician  of  Paris.  It  throws  much 
light  both  on  the  financial  aspects  of  the  Franco- Prussian  war, 
and  on  several  important  questions  touching  the  comparative  cost 
of  the  various  wars  in  which  France  has  been  engaged  during  the 
last  sixty  years.  The  French  debt,  like  our  own,  consists  of  two 
separate  parts — the  floating  debt,  and  the  funded  debt  or  rentes . 
It  is  to  the  latter  that  M.  Courtois  has  given  attention.  His  table 
is  subjoined : 
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Loans  of  the  French  Government  since  1814. 


Date. 

Price. 

^ Aggregate 

Denoms-  annual 

nation.  interest. 

Total  cash 
received. 

Face 

value  bonds 
sold. 

Interest 
on  in- 
vestin't. 

I 1816-17 

57  26 

Fives.  6,000,000  . 

69,763, 000 . 

120,000,000 

l8l,8l8,l8l 

- 8*73 

2 

1817 

52  5° 

9,090,909. 

95-454.546 . 
95,689,655 . 
25,800,000  . 

- 9*52 

3 

1817 

55  5° 

8,620,689  . 

1 72413.780 

. 9-01 

4 

1817 

64  50 

2,000,000 . 

40,000,000 

* Z’75 

1817 

6l  50 

9,000,000  . 

110,700,000 

180,000,000 

25,768,040 

. 813 

0 

1817-18 

67  60 

1,288,402  . 

17,420,613  . 

- 7*39 

7 

1818 

66  50 

....  14,925,500, 

198,509,150  . 

295,510,000 

246,268,660 

- 7*52 

8 

1818 

67  00 

....  12,313,433. 

9,585,220 . 

165,000,000  . 

. 7 46 

9 

1821 

fs  55 

164,003,114  . 

191,704,400 

- 5*84 

10 

*3 

89  55 

23,114,216. 

413,980,985  . 

462,290,320 

- 5*58 

II 

'*3° 

102  07^ 

Fours.  3,134,95°  * 

80,000,005  . 

78.373.750 

- 3 *92 

12 

'|3* 

84  OO 

Fives.  7,142,858  . 

120,009,014  . 

142,857,160 

- 5 96 

*3 

1831 

IOO  OO 

1,021,945  . 

20,438,900  . 

20,438,900 

. 5*00 

*4 

1832 

98  5°  , 

7,614,213. 

150,000,000  . 

152,284,260 

5 07 

1841 

7«  52K 

Threes.  5,730,659  * 

150,000,000  . 

191,021,966 

- 3*83 

16 

. '844 

»4  75 

7,079,646  . 

200,000,000  . 
202,316,175  - 

235,988,200 

• 3*54 

17 1037-45 

IOO  00 

Fours  8,092,647  . 

202,316,175 

. 4 00 

Io 

1847 

75  25 

2,569,413 . 

64,450,878 . 

85,647,100 

* 3 *99 

19 

. I848 

71  60 

Fives.  1,828,387  . 

26,182,080  . 

36,567,740 

262,140,000 

. 6 98 

20 

I848 

75  25 

I3,ig7,000  . 

197,260,350  . 
233,228,653  . 
280,969,971  . 

- 6 64 

21 

I848 

46  40 

Threes.  15,694,^60  . 
Fives.  19,620,808  . 

523.M5.333 

* 6*45 

22 

I848 

71  60 

392,416,160 

- 6 98 

23 

I848 

_ 

69  00 

447,476. 

6,162,441  . 

8,949.520 

. 7.24 

H 

I848 

45  00 

Threes.  11,869  • 

>78,035 . 

395.633 

. 6-66 

2S 

I848 

71 83 

Fives.  6,817,349. 

97,951,665 . 

136.346,972 

. 6*96 

26 

‘*54 

92  50 

4#  4,550.64°  - 

93,541,085 . 

101,125,333 

. 4 86 

27 

■ 854 

- 

65  25 

Threes.  7,159,590  . 

155,721,085 . 

238,653,000 

- 4*59 

28 

>855 

- 

92  00 

4K  8,052,120  . 

164,621,120  . 

1 78,936,000 

. 4 89 

29 

*f55 

- 

65  25 

Threes.  15,857,530  . 
4'/z  4,389,76o  . 

344,90?, 226  . 

528,584.333 

- 4*59 

30 

*855 

92  25 

89,990,080  . 

97,550,222 

- 4 87 

31 

'855 

65  25 

Threes.  31,699,740  . 

689,469,352  . 

1,056,658,000 

* 4 ‘59 

32 

*fS7 

69 17 

441,176. 

10,169,107  . 

14.705,867 

4*34 

33 

**57 

75  °° 

4,000,000  . 

100,000,000  . 

*33 .333,333 

. 4*00 

34 

»fS9 

60  50 

4/4  573.710  . 

11,474,200  . 

12,749,111 

- 4*oo 

35 

_ ,859 

90  00* 

Threes.  25,199,660  . 

508.193,678  . 

839,988,666 

- 4 ’95 

30  1857-61 

69  10 

....  7,942,315- 

182,947,678  . 

264,743,833 

- 4*34 

37 

1862 

66  49 

12,092,520  . 

268,000,000  . 

403,084,000 

- 4’5i 

3* 

I864 

66  30 

....  14,249,339  - 

314,910,392  . 

474,977,965 

* 4*53 

39 

1868 

69  25 

....  19,514,315. 

450,456.720  . 

650,477,166 

- 4 33 

40 

I87O 

60  60 

....  39,830,119. 

. Fives  138,897,640  . 

804,568,400  . 

1,327,670,633 

- 4 ’95 

4i 

I87I 

82  50 

2,291,811,060  . 

2,777,952,8oo 

. 6 06 

42 

1872 

84  50 

207,026,310  . 

3498,744.639  . 

4,140,526,200 

5 ’92 

Total : 737, 3l8, 733  13, 164,980,039  17,629,378,516 

Up  to  1872,  as  appears  from  the  foregoing  figures,  which  are 
taken  from  official  records,  the  war  with  Germany  had  increased 
the  funded  debt  of  France  by  an  aggregate  of  8,246,149,633 
fanes,  or  1,649  millions  of  dollars.  Of  this  sum,  Germany  re- 
ceived as  above  stated  more  than  a thousand  millions  of  dollars 
fa  cash;  and  the  published  statements,  given  to  the  Reichsrath. 
teport  the  actual  cost  of  the  war  at  $ 278,000,000. 

On  this  showing  the  profit  won  by  the  Germans  from  the 
contest  begun  by  Napoleon’s  invasion  of  their  territory  in  July, 
1870,  has  been  computed  at  800  millions  of  dollars  in  cash.  To 
th®  sum  must  be  added  the  value  of  the  annexed  provinces  of 
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Alsace  and  Lorraine,  whose  taxation  contributed  to  the  revenue  of 
France  80  millions  a year,  while  their  real  and  personal  estate  has 
been  estimated  at  1,200  millions  of  dollars  or  two-thirds  as  much 
as  the  war  added  to  the  French  debt.  When  the  floating  debt 
is  completely  funded,  the  aggregate  of  the  public  debt  of  France 
will  probably  reach  4,200  * millions  of  dollars,  involving  an 
annual  burden  of  170  millions  of  dollars.  Referring  to  the 
statistics  given  above  we  see  that  since  1814  the  government 
loans  have  amounted  to  17,629  millions  of  francs,  on  which  the 
interest  or  annual  rente  is  737  million  francs.  At  the  fall  of  the 
first  empire  in  1814  the  old  rentes  were  63,363,745  francs  a year, 
so  that  the  funded  debt  is  19,720,360,101  francs,  or  nearly  4,000 
millions  of  dollars,  while  its  annual  interest  is  800,682,478  francs, 
or  160  millions  of  dollars  a year. 

Another  point  on  which  M.  Alphonse  Courtois  gives  interesting 
information  is,  as  to  the  fluctuations  which  the  credit  of  France 
has  sustained  during  her  troubles.  There  is  something  wonderful 
in  the  elasticity  with  which  the  public  credit  has  borne  up  under 
the  pressure  of  loans  of  such  unprecedented  magnitude.  Our  two 
last  Secretaries  of  the  Treasury,  whose  funding  loans  are  regarded 
as  the  most  costly  operations  ever  negotiated  for  this  country  in 
time  of  peace,  may,  perhaps,  be  surprised  to  learn  from  the  last 
column  of  the  foregoing  table  that  the  great  French  loans  of  1870, 
1871,  1872,  respectively,  brought  to  the  investors  no  more  than 
4.95  per  cent.,  6.06  per  cent.,  and  5.92  per  cent.  We  may  search 
the  records  of  European  finance  in  vain  for  an  illustration  equally 
striking  of  the  amazing  elasticity  of  modem  credit.  These  loans 
also  set  in  an  impressive  light  the  monetary  growth  of  France  du- 
ring the  reign  of  Louis  Napoleon.  In  the  revolution  of  1848  the 
Republic  could  not  borrow  except  at  much  higher  rates.  Nay, 
if  we  look  back  to  the  peaceful  times  of  the  Restoration,  we  find 
that  Louis  XVIII  was  unable  to  raise  the  small  loans  which  stand 
at  the  head  of  the  previous  page,  without  paying  the  extraordi- 
nary rate  of  seven  or  eight  per  cent. 

A curious  and  suggestive  variety  of  opinions  have  been  offered 
as  to  the  causes  of  these  fluctuations  in  the  public  credit,  and  of 
the  extraordinary  progress  apparent  since  1851,  both  in  the 
financial  strength,  industrial  stability,  and  'productive  power  of 
France.  Thomas  Tooke,  in  his  History  of  Prkes , attributes  it  to  the 
extension  of  the  railroad  net-work,  and  to  the  development  of  credit 
organizations,  *uch  as  the  Bank  of  France,  which  is,  and  has 
been  for  a quarter  of  a century,  superior  in  its  management  to 
almost  any  other  bank  in  the  world.  Mr.  Tooke  also  ascribes 
much  of  the  improvement  to  the  gold  discoveries  of  1848  and 
to  that  tidal  wave  of  financial  stimulation  which  has  ever  since 
poured  itself  over  England,  France,  and  Germany,  as  well  as  the 
rest  of  the  commercial  world. 

M.  Chevalier  and  many  other  writers  have  further  elaborated 
this  theory;  but  some  of  them  show,  of  late,  a disposition  to  be- 
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lieve  that  France  may  by  renewed  efforts  obtain  a larger  share  of 
the  benefits  of  this  general  extension  of  trade  throughout  the  con- 
tinent of  Europe.  M.  Desseilligny,  the  French  Minister  of  Com- 
merce, goes  further  than  this,  and  has  lately  prepared  a report 
to  show  that  France  should  be  able  to  compete  with  England 
in  the  most  distant  markets.  He  gives  elaborate  tables  of  the  ex- 
ports at  different  periods  from  France,  England,  Belgium,  Italy, 
and  Holland,  to  each  of  the  five  great  divisions  of  the  globe. 
Those  from  Germany,  Switzerland,  and  Austria,  are  not  included, 
both  for  other  reasons  and  also  because  the  returns  published 
by  those  countries  do  not  furnish  bases  for  a comparison  with  the 
trade  of  France.  The  general  results  of  French  commerce  the 
Minister  admits  to  be  satisfactory,  as,  after  deducting  com,  cer- 
tain articles  of  raw  material,  cotton,  wool,  and  silk,  re-exported 
after  importation,  the  exports  in  1873  showed  an  increase  of  756 
millions  compared  with  1869.  France,  Italy,  Belgium,  and 
Holland,  have  their  principal  markets  in  Europe;  while  England, 
besides  having  a large  share  in  the  trade  of  the  Continent,  is  not 
limited  to  this  field,  but  extends  her  commercial  relations  on  a 
very  large  scale  to  other  parts  of  the  world  whither  her  neighbors 
only  send  an  insignificant  quantity  of  their  productions.  M.  Des- 
seilligny admits  that  the  commercial  predominance  of  England  out 
of  Europe  is  due  to  her  colonies  and  trading  stations  in  Asia, 
Africa,  and  Oceanica,  and  also  to  her  large  mercantile  navy,  but  he 
is  desirous  of  conferring  like  advantages  on  France,  by  some  arti- 
ficial means  to  be  procured  by  legislative  aid. 

The  most  important  features  of  this  report  are  its  tables,  which 
show  that  the  exports  of  France  amounted  in  1865  to  3,088  millions, 
of  which  Europe  received  2,304  millions,  Asia  13)4,  Africa  245, 
America  458)4,  and  Oceanica  ; in  1872  the  total  reached  3,761 
millions,  of  which  Europe  took  2,682,  Asia  25,  Africa  228,  Amer- 
ica 820,  and  Oceanica  6.  With  the  exception  of  America,  the 
trade  to  ports  out  of  Europe  had  remained  almost  stationary  or 
had  declined,  while  that  of  England  had  increased  with  Europe 
from  1,589  millions  to  2,680,  with  Africa  from  254  to  357,  with 
Asia  from  714  to  900,  with  America,  1,228  to  2,084,  and  with 
Oceanica  from  359  to  381.  With  respect  to  Holland,  her  trade 
rith  Oceanica  increased  in  those  seven  years  from  57  millions  to 
73;  that  with  Africa  and  America  shows  a very  small  increase, 
and  that  tvith  Asia  diminished  by  one-half ; the  exports  of  Italy 
to  Africa  rose  from  7 millions  to  28,  and  with  America  from  45 
millions  to  89.  In  view  of  these  facts,  the  MinistCT  asks  whether 
France  should  remain  a stranger  to  the  trade  of  Africa,  the  ex- 
treme East,  and  Oceanica,  to  which  her  geographical  situation 
seems  to  invite  her,  especially  since  the  opening  of  the  Suez  Ca- 
nal To  examine  that  question  he  proposes  to  appoint  a commis- 
sion of  competent  men,  before  which  would  be  placed  all  the  docu- 
ments the  Government  has  at  its  disposal.  The  report  is  counter- 
signed by  the  President  for  approval,  and  a commission  of  twelve 
members  is  appointed,  comprising  the  names  of  M.  Ozenne,  of  the 
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Ministry  of  Commerce;  M.  M.  Passy  and  Bonnet,  deputies;  M. 
Leroy- Beaulieu,  editor  of  the  Economiste  Francaise ; and  other 
gentlemen  of  economic  and  statistical  reputation,  from  whose  labors 
we  may  expect  an  interesting  practical  analysis  of  the  chief  causes 
of  the  material  progress  of  France  in  the  past,  as  well  as  its  pros- 
pects in  the  future. 

Mr.  Edward  Young,  of  the  Bureau  of  Statistics  at  Washington, 
has  given,  from  official  data,  a view  of  the  commercial  growth  of 
France  in  his  report  just  issued.  The.  figures  he  has  compiled 
show  that  the  total  foreign  commerce  of  France  has  increased  20 
per  cent,  since  1869,  the  last  year  before  the  war.  The  details 
are  subjoined : 

Foreign  Commerce  of  France,  1869  and  1873. 

ImporUy  Exports , Total , Total  in 

francs.  francs.  francs.  dollars. 

1869  ..  3,150,000,000  ..  3,075,000,000  ..  6,228,000,000  ..  1,245,600,000 

1873  ..  3,600,178,000  ..  3,926,895,000  ..  7,527,073,000  ..  1,505414,600 

Increase.  447,178,000  ..  851,895,000  ..  1,299,073,000  ..  259,814,600 

From  these  figures  the  re-exports  of  the  “ transit  trade  ” have  to 
be  deducted,  in  order  to  get  a correct  account  of  the  imports  for 
consumption.  We  also  deduct  the  grain  movements,  the  fluctua- 
tions of  which  depend  on  the  seasons  and  on  other  circumstances 
not  connected  with  industrial  or  commercial  prosperity.  The  fol- 
lowing table  represents  these  deductions: 

, Imports. — , , Exports.  ■ s 


1873.  1869.  1873.  1869. 

Cereals 206,000,000  ..  56,000,000  ..  158,000,000  ..  69,000,000 

Cottons 75,000,000  ..  75,000,000  ..  75,000,000  ..  75,000,000 

Woolens 95,000,000  «.  44,000,000  ..  93,000,000  . 44,000,000 

Silks 114,000,000  . . 156,000,000  ..  114000,000  ..  156,000,000 


Total  ...  490,000,000  ..  331,000,000  ..  440,000,000  ..  344,000,000 


When  we  have  thus  made  the  deduction  we  shall  find  the  real 
industrial  development  of  France,  as  represented  by  her  foreign 
exports  of  produce  and  by  her  imports  for  consumption,  as  follows : 

Actual  Growth  of  French  Commerce. 

Imports , Exports , Total,  Total  in 

francs.  francs.  francs.  dollars. 

1^73  -•  3,110,000,000  ..  3,487,000,000  ..  6,599,000,000  ..  1,319,800,000 

1869  ..  2,822,0^,000  ..  2,731,000,000  ..  5,553,000,000  ..  1,110,600,000 

Increase.  288,000,000  ..  756,000,000  ..  6,046,000,000  ..  209,200,000 

It  thus  appears  that  since  the  war  an  increase  of  nearly  20  per 
cent,  has  been  made  in  the  foreign  commerce  of  France,  notwith- 
standing the  loss  of  Alsace  and*  Lorraine.  The  total  increase 
has  been  1,046  millions  of  francs,  or  $ 209,200,000,  of  which 
$151,400,000  are  exports,  and  $57,600,000  are  imports.  The 
principal  articles  of  import  in  which  the  increase  is  exhibited  are 
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either  machinery  or  raw  materials  for  manufacture.  Thus  we  find 
cotton  yam  and  piece  goods  34  million  francs ; pit  coal  36  million 
francs;  raw  hides,  29  millions;  table  fruits,  22  millions;  metals,  30 
millions;  machinery  and  mechanical  appliances,  12  millions.  As 
to  the  exports,  the  excess  is  largely  distributed  among  the  com- 
modities on  which  labor  is  profitably  employed.  Thus  cotton 
yarn  and  piece  goods  amount  to  84  million  francs;  silks,  74  mil- 
lions; metal  goods,  62  millions;  leather  manufactures,  31  millions; 
pottery  and  glassware,  26  millions;  refined  sugar,  43  millions; 
native  sugar,  33  millions.  To  show  the  development  in  the 
export  trade  of  France  since  1865,  Mr.  Young  gives  the  following 
table  : 

Total  Foreign  Exports  of  France,  1865  to  1872. 


1865.  . 1869.  1872. 

Europe 2,363461,000  ..  2,304,361,000  ..  2,682,175,000 

Asia 13,769,000  25,964,000  ..  25,282,000 

Africa 245,065,000  ..  217,172,000  ..  228,059,000 

America 458,598,000  ..  522,829,000  ..  820,287,000 

Oceanica  7,482,000  ..  , 4,614,000  ..  5,820,000 


* Total 3,088,375,000  ..  3,074,940,000  ..  3,761,623,000 


As  to  the  growth  of  the  domestic  trade  of  France,  since  the 
war,  there  are  no  statistical  data  to  form  the  basis  of  comparison, 
but  that  it  must  have  been  almost  if  not  quite  commensurate 
with  the  expansion  of  the  foreign  commerce  is  proved  both  by 
the  ease  with  which  the  new  taxation  has  been  borne,  and  by 
other  circumstances.  Of  France,  therefore,  we  may  say,  as  Ma- 
caulay said  of  England,  that  those  “who  predicted  so  confidently 
that  the  nation  must  sink  and  its  energies  be  borne  down  by  the 

weight  of  the  public  burdens,  were  beyond  all  doubt  under  a two- 

fold mistake.  They  greatly  overrated  the  pressure  of  the  bur- 
den; they  greatly  underrated  the  strength  by  which  the  burden 
was  to  be  borne ! 

Some  intelligent  illustrations  of  this  progress  have  lately  been 
published  by  M.  Bailleux  de  Marisy,  who  compares  the  disasters 

of  1870  with  those  of  1848.  The  latter,  he  says,  were  infinitely 

less  than  the  former  in  their  financial  magnitude  and  pressure. 
How  comes  it  then  that  while  France  required  two  years  and 
more  to  react  from  the  shock  of  1848,  she  recovered  in  a few 
months  from  the  shock  of  1870  and  1871?  This  question 
M.  de  Marisy  answers  by  laying  before  us  the  schedule  of  the 
securities  dealt  in  at  the  Bourse  of  Paris.  For  1848  the  list  is 
very  small,  comprising  few  securities  worth  noting,  except  the 
rentes,  the  shares  of  the  Bank  of  France,  the  obligations  of  the 
City  of  Paris,  and  a few  French  railroad  securities.  In  1870  the 
official  list  of  the  Bourse  is  found  extending  itself  to  the  magnifi- 
cent proportions  of  four  pages  in  quarto.  It  comprehends  not 
only  the  various  classes  of  securities  of  all  the  great  lines  of 
French  railroad,  and  of  a multitude  of  industrial  corporations  all 
over  the  world,  but  it  adds  to  these  the  government  securities  of 
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Austria,  Russia,  Italy,  Egypt,  Spain,  Portugal,  and  the  United 
States.  In  1848  no  foreign  railway  securities  whatever  were  sold 
at  the  Bourse.  In  1870  scarcely  a single  European  railroad  was 
not  represented  in  the  regular  dealings.  So  wide  are  the  ramifica- 
tions of  French  finance  that,  of  the  6,773  millions  of  francs  of 
capital  which  the  European  railroads  had  cost,  one  third,  or  2,30a 
millions,  was  held  in  France. 

“ These  eloquent  figures  tell  the  whole  story,”  says  M.  de  Ma- 
risy;  “France  was  prodigiously  richer  in  1870  than  in  1848,  and 
she  had  an  organized  system  of  finance  which  enabled  her  to 
shake  off  the  effects  of  her  disasters,  and  to  make  these  very  dis- 
asters the  germs  of  future  progress.” 

Without  pursuing  the  argument  further,  it  is  easy  to  see  that  all 
these  facts  converge  towards  one  point.  They  ascribe  the  recu- 
perative strength  which  France  has  exhibited  under  the  pressure  of 
her  recent  political  and  financial  troubles  to  the  development  of  her 
financial  and  industrial  organization.  Now  it  is  as  true  in  finance 
as  in  physiology,  that  the  higher  the  scale  of  organization  the 
quicker  are  the  recuperative  processes.  That  France  recovered  in^ 
1870  more  swiftly  than  in  1848  is  an  illustration  of  this  great  prin- 
ciple. But  such  a high  organization  of  industrial  and  financial  life 
has  its  compensatory  disadvantages.  A few  days  put  every  rail- 
road centre  of  France  into  the  hands  of  the  German  invader,  and 
the  whole  country  lay  prostrate  and  helpless  at  his  feet.  What 
new  complications  might  have  been  developed  had  not  the  terms  of 
indemnity  been  accepted,  we  cannot  tell;  nor  is  it  necessary  to 
inquire  whether  any  efforts  and  any  sacrifices  on  the  part  of  the 
French  could  have  rid  them  of  the  Germans,  except  Russia  or 
Austria,  or  some  other  ally,  could  have  been  induced  to  attack  the 
Germans  in  the  rear.  What  is  certain  is,  that  if  the  exquisitely 
developed  financial  system  of  France  conferred  on  her  an  amazing 
power  of  swift  recovery  from  the  ravages  of  the  enemy,  the  same 
system  made  her  more  sensitive  to  those  ravages,  more  vulner- 
able in  war,  and  more  easily  paralyzed  by  the  invasion  of  a 
hostile  army.  Among  the  forces  with  which  modem  civilization 
is  modifying  the  an  of  war  a place  must  be  given  to  those 
financial  forces  to  which  we  have  referred,  and  which  are 
perhaps  destined  hereafter  to  make  war  impossible  and  to  bind  all 
the  nations  together  in  the  everlasting  bonds  of  mutual  commerce 
and  perpetual  peace. 

It  has  been  a matter  of  surprise  in  this  country  that  the  pressure 
of  the  taxes  and  of  the  debt  have  never  elicited  from  the  French 
people  the  faintest  whisper  of  repudiation.  “ Why,”  it  has  been  asked 
in  England  and  in  this  country,  “ why  should  we  not  apply  a 
sponge  to  the  public  obligations,  or  get  rid  of  the  burden  at  one 
stroke.”  Such  a question,  so  far  as  we  know,  has  never  once  been 
asked  in  France.  The  Napoleonic  principle  of  popularizing  the 
loans  of  the  Government  rendered  repudiation  impossible.  Ever 
since  the  early  loans  of  the  second  Empire,  the  numbers  of  the 
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proprietors  of  rentes  have  so  rapidly  increased  that  the  debt  of 
France  was  held  in  January  1,  1867,  by  1,095,683  persons,  who 
averaged  $ 2,000  each.  A notable  contrast  is  offered  by  the  cen- 
tralization in  few  hands  of  the  National  debt  of  Great  Britain.  Its 
aggregate  of  3,850  millions  of  dollars  was  held  in  1865  by 
only  126,331  persons,  giving  a share  of  more  than  $30,000  to 
each  holder.  Five  years  previously  the  National  debt  of  Great 
Britain  was  held  by  268,242  persons,  of  whom  94,560  received 
not  over  $ 25  a year;  43,845  received  from  $25  to  $50;  86,808 
from  $50  to  $250;  22,516  from  $250  to  $500;  12,787  from 
$500  to  $1,000;  3,646,  $1,000  to  $1,500;  2,417  $1,500  to 
$2,500;  1,091,  $2,500  to  $5,000;  361,  $5,000  to  $10,000;  and 
2\o  holders  received  over  $ 10,000  each.  As  to  the  public  debt 
of  the  United  States  it  is  uncertain  how  many  persons  hold  the 
bonds,  or  how  their  number  varies  from  year  to  year.  Our  govern- 
ment securities  are  to  a large  extent  coupon  bonds,  transferable 
by  simple  delivery.  The  French  have  no  bonds  of  this  descrip- 
tion, their  rentes  bearing  more  resemblance  to  our  registered  bonds. 
Every  holder  of  rentes  has  his  name  inscribed  in  the  Grand 
Lkrre  of  the  public  debt  so  that  their  number  is  always  known. 
No  official  report  has  been  made  since  the  indemnity  loans,  and 
a great  part  of  the  new  rentes  has  been  held  abroad.  These  se- 
curities are  gradually  returning  to  France,  and  the  number  of  pub- 
lic creditors  is  probably  very  little  below  two  millions. 

This  increase  in  the  number  of  French  proprietors  of  rentes  is 
the  more  probable  from  two  circumstances : First,  the  report  of  the 
French  Savings  banks  has  just  been  issued,  and  affords  evidence 
that  the  depositors  are  drawing  their  money  from  Savings  institu- 
tions to  put  it  into  rentes.  This  movement,  with  others  of  a simi- 
lar character,  accounts  for  the  increased  number  of  small  holders, 
which  had  previously  been  suspected  and  is  now  proved  Secondly, 
it  is  well  known  that  there  is  among  the  French  people  of  mode- 
rate means  a sort  of  mania  for  two  kinds  of  property,  tfhich  are 
believed  to  confer  more  dignity  and  honor  than  deposits  in 
Savings  banks  and  other  humble  investments.  The  two  favored 
classes  of  property  are  the  family  homestead,  and  secondly  the 
rentes.  To  have  their  names  in  the  Grand  Livre  is  an  honorable  dis- 
tinction which  patriotism  and  public  necessity  have  combined  to 
extend  among  all  classes  of  the  people.  There  are  in  France  nine 
millions  of  families;  of  which  one  million  before  the  war  were  in 
easy  circumstances,  and  three  millions  were  inhabitants  of  towns.  In 
England  the  town  population  has  risen  since  1720  from  one-fourth 
to  four-fifths.  In  France  it  is  about  two-fifths  of  the  whole  popu- 
lation, which  approaches  the  proportion  of  the  United  States. 

Real  estate  in  France  is  more  evenly*  distributed  than  here. 
Statistics  show  that  there  are  six  millions  of  houses  in  France, 
most  of  them  being  freeholds  cultivated  by  their  owners.  VVe 
mention  these  suggestive  facts  to  prove  the  wide  diffusion  of 
wealth  among  the  French  people,  and  to  illustrate  some  of  those 
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great  moral  forces  which  have  sustained  the  credit  of  the  French 
rentes,  and  still  protect  that  credit  against  the  cry  of  repudia- 
tion. In  another  article  we  propose  to  show  the  relation  of  the 
indemnity  payments — first,  to  the  Bank  of  France,  which  has  so 
admirably  disbursed  them;  and,  secondly,  to  the  Treasury  of  the 
German  Empire,  which,  in  receiving  these  vast  sums,  has  been  so 
judiciously  managed  as  to  avert  all  serious  disturbance  of  the 
European  Exchanges. 


THE  TREASURY  CRISIS. 

The  President  has  begun  the  work  of  restoring  the  country  to 
its  normal  integrity.  In  the  steps  which  he  has  taken  he  is 
cordially  supported  by  the  majority  of  intelligent  people,  and  by 
the  overwhelming  weight  of  the  monetary  interests  of  the  nation. 
There  may  be  an  adverse  majority  in  some  parts  of  the  West; 
but  it  is  nowhere  composed  of  the  reflective  and  well-informed 
classes.  There  are  many  members  of  Congress  who  stand  in  op- 
position to  the  principles  announced  by  the  President  in  his  veto 
message  of  April  2 2d,  and  in  his  conversation  with  Senator 
Jones  (see  page  30);  but  we  have  yet  to  see  the  first  evidence 
that  a single  one  of  these  has  ever  been  a student  of  political 
economy,  or  is  well  read  enough  in  financial  history  to  quote 
its  best  lessons,  or  to  illustrate,  even  at  second  hand,  the  sim- 
plest elementary  principles  of  monetary  science.  Their  highest 
conception  of  it  seems  to  be  that  it  is  nothing  more  than  a 
headlong  steeple  chase  of  experiments. 

The  President  has.  not  occupied  any  obscure  or  doubtful  posi- 
tion on  this  subject.  He  has  not  acted  hastily.  He  has  waited 
patiently  for  Congress  to  take  the  initiative.  In  his  annual  mes- 
sage of  JDecember,  1869,  he  said  in  reference  to  irredeemable 
currency : 

“ It  is  an  evil  which  I hope  will  receive  your  most  earnest  at- 
tention. It  is  a duty,  and  one  of  the  highest  duties  of  the  gov- 
ernment to  secure  to  the  citizen  a medium  of  exchange  of  fixed, 
unvarying  value.  This  implies  a return  to  a specie  basis,  and  no 
substitute  for  it  can  be  devised.  It  should  be  comme?iced  noiu.  . . 
I earnestly  recommend  to  you  such  legislation  as  will  ensure  a 
gradual  return  to  specie  payments,  and  put  an  immediate  stop  to 
fluctuations  in  the  value  of  currency.” 

In  his  veto  message  of  April  last,  he  said  of  the  bill  which 
proposed  an  increase  of  the  paper  currency  : 

“ The  theory  in  my  .belief  is  a departure  from  the  true  prin- 
ciple of  finance,  National  interest,  National  obligation  to  creditors, 
Congressional  promises,  party  pledges  by  both  political  parties,  and 
of  the  personal  views  and  promises  made  by  me  in  every  annual 
message  sent  to  Congress  and  in  each  inaugural  address.” 
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Could  words  be  plainer  than  these?  It  is  only  after  repeated 
exhortations  and  warnings  continued  through  six  years,  that  the 
President,  finding  it  impossible  to  move  Congress  to  the  work, 
puts  his  own  hand  to  it,  and  tells  that  impracticable  body  what 
is  to  be  done.  His  plan  is  brief.  It  is  wisely  indicated  in  gene- 
ral terms  which  will  admit  of  modifications : 

First  That  the  legal-tender  clause  be  repealed,  the  repeal  to 
take  effect  on  the  first  day  of  July,  1875. 

Second.  That  the  legal-tender  notes  shall  be  redeemed  in  specie 
on  and  after  the  1st  day  of  July,  1876. 

Third.  That  after  the  first  day  of  July,  1876,  all  taxes  shall  be 
paid  in  gold,  or  in  United  States  notes,  /.  e .,  in  the  legal-tender 
notes  so  long  as  these  shall  continue  to  circulate. 

Fourth . This  would  force  redemption  on  the  National  banks. 

“ With  measures  like  these,”  the  President  concludes,  “ or  measures 
which  would  work  out  such  results,  I see  no  danger  in  author- 
izing free  banking  without  limits.” 

A supplementary  part  of  his  plan,  not  connected  with  the  act 
of  resumption,  proposes  to  restrict  the  issues  of  paper  money*  to 
denominations  not  lower  than  twenty  dollars. 

The  time  set  for  the  adjournment  of  Congress  (June  22)  allowed 
but  eighteen  days  for  the  consideration  of  any  new  plan ; and  it 
was  apparent  that  the  main  subject  would  be  thrown  over  to  the 
next  session.  There  was  no  reason,  however,  why  the  first  propo- 
sition of  the  President  should  not  have  been  adopted — to  repeal 
the  legal-tender  clause,  the  repeal  to  take  effect  on  the  first  day  of 
July,  1875 — no  other  reason  than  this,  that  it  would  mean  some- 
thing. The  country  has  substantial  cause  to  complain ; we  are 
now  at  the  end  of  another  session  of  Congress,  which  has  extended 
through  seven  months,  and  not  the  most  immaterial  step  is  taken 
to  relieve  it  from  the  embarrassments  which  weigh  down  all  its 
industries,  and  sink  it  in  the  slough  of  demoralization.  But  does 
the  President’s  plan  necessarily  fall  dead?  We  are  disposed  to 
think  not.  The  nature  of  the  case  is  such  that  a certain  process 
will  be  going  on  in  the  popular  mind  which  may  prove  scarcely 
less  effective  than  the  enactment  of  a positive  law.  The  Presi- 
dent has  named  the  first  of  July,  1876,  as  the  day  on  which  he 
M would  like  to  see  ” the  redemption  of  the  legal  tenders  begun. 
What  that  means  we  may  infer  from  what  he  has  done  already. 
He  has  killed  all  inflation  schemes  in  Congress,  and  his  veto 
awaits  any  bill  that  does  not  embody  the  principles  set  forth  in 
the  two  documents  to  which  we  have  referred.  The  proverb,  “ A 
thing  begun  is  half  done,”  will  doubtless  be  exemplified  in  this 
case.  Contracts  made  after  the  present  date  with  conditions  run- 
ning beyond  two  years  will  have  the  gjpld  clause  inserted;  or, 
whether  the  conditions  extend  to  that  time  or  not,  they  will  be 
modified  by  the  correspondence  of  price  with  the  specie  medium; 
and  thus  there  will  be  a gradual  process  of  conformity  going  on, 
which  will  promote  the  ultimate  end.  The  President  himself  is 
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alive  to  this  point.  He  observes  that,  “instead  of  calling  the 
paper  dollar  a dollar,  and  quoting  gold  at  so  much  premium,  we 
should  think  and  speak  of  paper  as  at  so  much  discount ; and  this 
alone  will  aid  greatly  in  bringing  the  two  currencies  nearer  to- 
gether at  par.” 

The  President’s  plan  of  resumption,  looked  at  on  its  best  side, 
that  is,  with  the  contingencies  to  which  it  is  liable  working  in  its 
favor,  might  probably  bring  us  so  near  to  the  desideratum  of 
specie  payments,  as  to  expose  broadly  the  real  errors  in  our  system 
which  must  be  removed  before  we  can  reach  it.  It  looks  to  us 
like  a very  bold  military  diversion.  He  may  suppose  it  to  be 
quite  possible  by  the  sale  of  bonds  to  accumulate  the  Amount  of 
gold  necessary  to  redeem  the  whole  amount  of  government  cur- 
rency on  the  first  of  July,  1876.  Let  that  be  granted.  The  fol- 
lowing table  will  exhibit  the  state  of  the  circulating  medium  then 
as  compared  with  what  it  now  is: 


Circulation  in  1874.  Circulation  in  1876. 


United  States  legal-tender  notes. . . $ 382,076,777 

. United  States  fractional  notes 46,538,650 

National  bank  notes 348,350,949 

Specie None. 

$776,966,376 


None. 

None. 

$348,350.949 

428,615427 

$ 77M66.376 


This  represents,  we  imagine,  what  the  President  supposes  may 
be  the  result  of  his  plan.  It  is  merely  the  substitution  of  specie 
for  the  Government  currency,  the  aggregate  circulation  remaining 
unchanged.  We  may  admit  at  once  that  the  condition  under  the 
head  of  1876  is  a specie-paying  condition,  free  from  all  causes  of 
financial  embarrassment.  Prices  would  be  reduced  to  a normal 
range,  and  the  effect  would  be  equivalent  to  an  increase  of 
medium.  But  all  depends  on  one  contingency : Would  the  specie 
paid  out  in  redemption  of  the  Government  currency  take  its  place 
in  the  circulation,  or  would  it  be  hoarded?  The  redemption  of 
the  Government  currency  would  be  de  facto , a simple  and  ruinous 
contraction  in  the  latter  case.  The  only  possible  event  in  which 
specie  payments  could  be  maintained  would  be  that  of  the  return 
of  the  specie  to  the  Independent  Treasury,  and  its  repetition  of 
service  to  pay  the  National  interest  and  expenses.  If  it  did  not 
so  return  the  Government  would  be  made  insolvent  in  one  day. 
The  Independent  Treasury  has  but  one  function,  that  of  hoarding. 
It  is  not  a bank  of  deposit,  to  which  the  whole  community  would 
resort  with  its  multitudinous  rivulets  of  gold,  as  dp  bank  dealers 
in  ordinary  times.  It  must  be  remembered  that  the  process  of 
redemption  will  be  gradual;  and  as  the  specie  (supposing  it  to 
remain  in  circulation)  becomes  a part  of  the  necessary  medium 
of  commerce  to  fill  the  place  of  the  Government  paper  withdrawn, 
it  goes  to  the  banks , not  to  the  Independent  Treasury.  The  In- 
dependent Treasury  will  get  no  replenishment  from  the  duties  on 
imports  and  taxes  until  the  Government  paper  is  redeemed  to  the 
last  dollar;  and  after  that  redemption  it  must  go  into  the  market 
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and  purchase  gold  to  supply  any  deficiency  that  may  arise  from 
the  decline  of  importations  or  the  failure  of  internal  revenue.  In 
the  meantime,  the  accretion  of  interest  on  our  National  debt  goes 
on;  likewise  interest  on  our  railroad  debt  to  Europe;  likewise  the 
balance  in  commercial  account  and  exchange  for  the  expenses  of 
our  citizens  traveling  abroad,  computed  at  not  less  than  50  million 
dollars  a year.  It  does  not  need  a prophet’s  eye  to  foresee  that 
an  extraordinary  demand  will  press  on  the  National  treasury,  which 
will  be  likely  to  prove,  for  the  second  time,  the  weakest  part  of 
our  general  financial  system.  But  let  us  suppose  that  the  Inde- 
pendent Treasury  manages  to  weather  the  first  crisis  which  it 
must  inevitably  encounter;  it  can  maintain  itself  only  by  keeping 
up  its  hoard;  and  what  then  becomes  of  the  commerce  and 
industry  of  the  country  at  large,  with  the  medium  contracted  by- 
the  amount  of  that  hoard,  from  100  to  150  million  dollars. 
Again,  it  needs  no  prophet’s  eye  to  foresee  a general  bankruptcy 
in  trade,  and  a recurrence  of  all  the  embarrassments  under  which 
we  are  now  laboring. 

The  hinge  on  which  the  plan  of  the  President  must  manifestly 
turn  is,  whether  the  specie  paid  out  in  redemption  of  the  National 
currency  would  remain  in  circulation,  or  be  gathered  up  and 
hoarded.  If  the  former,  he  would  achieve  a great  success.  We 
are  not  disposed  to  deny  the  possibility  of  such  a result.  This  is 
the  best  view  we  can  take  of  it.  But  it  will  be  of  infinite 
service  if  it  does  no  more  than  demonstrate  the  fact  that  the  Inde- 
pendent Treasury  is  an  insurmountable  obstacle  to  the  support  of 
specie  payments  in  the  United  States  under  any  plan  whatever. 
If  that  monstrous  incubus  on  the  economy  of  the  country  could 
be  wiped  out  of  existence  at  the  auspicious  moment  when  the 
Government  currency  is  redeemed,  and  banks  in  our  principal 
cities  substituted  in  its  place  as  fiscal  agents  of  the  Government, 
to  keep  the  specie  of  the  country  in  a living  circulation  instead  of 
being  locked  up  in  a dead  hoard,  the  great  task  of  the  President 
might  be  accomplished.  It  is  certain  that  such  banks  could  be 
found,  as  trustworthy  as  the  Bank  of  England,  which  would 
accept  such  agency,  subject  to  the  condition  of  making  every 
advance  required  to  meet  the  maturing  obligations  of  the  Govern- 
ment, including  interest  on  the  National  bonds,  civil  disbursements 
apd  current  expenses.  The  general  banking  and  commercial 
interests  of  the  country  would  be  strengthened  by  the  accession  to 
our  foreign  exchange  account,  of  the  specie  heretofore  sequestered 
as  dead  weight  in  the  Independent  Treasury. 

There  are  other  points  of  the  President’s  plan  to  which  we  may 
allude  hereafter. 
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SECRETARIES  OF  THE  UNITED  STATES  TREASURY, 
From  the  Beginning  of  the  Government. 


Name. 

Residence. 

When  appointed. 

Length 
0/  service. 
Years.  Months. 

Alexander  Hamilton  . . 

. New  York 

. Sept.- 1 1,  1789 

• 5 

5 

Oliver  Walcott 

. Connecticut  . . 

. Feb.  3,  1795 

* 5 

1 1 

Samuel  Dexter 

. Massachusetts. 

. Dec.  31,  1800 

5 

Albert  Gallatin 

. Pennsylvania  . 

. May  14,  1801 

. 12 

9 

George  W.  Campbell  . 

. Tennessee  . . . . 

. Feb.  9,  1814 

8 

Alexander  J.  Dallas . . . 

. Pennsylvania  . 

. Oct.  6,  1814 

. 2 

William  H.  Crawford  . 

. Georgia  

. Oct.  22,  1816 
. March  7,  1825 

. 8 

6 

Richard  Rush 

. Pennsylvania  . 

• 4 

Samuel  D.  Ingham  . . . 

. Pennsylvania  . 

. March  6,  1829 

. 2 

5 

Louis  Me  Lane 

. Delaware 

.Aug.  8,  1831 

1 

10 

William  J.  Duane 

. Pennsylvania  . 

. May  29,  1833 

4 

Roger  B.  Taney 

. Maryland  . . . . 

. Sept.  23,  1833 

9 

Levi  Woodbury 

. New  Hampshire  June  27,  1834 

. 6 

9 

Thomas  Ewing 

. Ohio 

. March  5,  1841 

6 

Walter  Forward 

. Pennsylvania  . 

. Sept.  13,  1841 

. 1 

6 

John  C.  Spencer 

. New  York.  . . . 

. March  3,  1843 

. 1 

3 

George  M.  Bibb 

. Kentucky  . . . . 

• June  15,  1844 

9 

Robert  J.  Walker 

. Mississippi  . . . 

. March  5,  1845 

• 4 

William  M.  Meredith  . 

. Pennsylvania  . 

. March  7,  1849 

. 1 

3 

Thomas  Corwin 

. Ohio 

. June  20,  1850 

. 2 

9 

James  Guthrie 

. Kentucky  . . . . 

. March  4,  1853 

- 4 

Howell  Cobb 

. Georgia  

. March  4,  1857 

4 

John  A.  Dix 

. New  York 

. Jan.  1 1,  1861 

2 

Salmon  P.  Chase 

. Ohio 

. March  4,  1861 

. 2 

6 

William  P.  Fessenden . 

. Maine 

, June  30,  1864 

6 

Hugh  McCulloch 

. Indiana 

. March  4,  1865 

George . S.  Boutwell 

. Massachusetts. 

. March  1 1,1869 
. Marchi7,i873 

William  S.  Richardson 

. Massachusetts. 

Benjamin  H.  Bristow  . 

. Kentucky  . . . . 

. June  2,  1874 

The  City  of  New  York  .has  furnished  but  one  Secretary  of  the 
Treasury,  Alexander  Hamilton,  since  the  organization  of  the 
department.  He  has  been  styled  the  father  of  American  credit. 
He  established  the  first  bank  of  the  United  States. 

Albert  Gallatin,  of  Philadelphia,  held  the  office  longer  than 
any  other  Secretary — about  thirteen  years,  under  two  Presidents: 
Jefferson  and  Madison.  He  was  appointed  Peace  Commissioner 
to  Ghent  in  1814,  and  after  his  return  to  the  United  States,  be- 
came a citizen  of  New  York  where  he  was  long  a leading  bank 
officer. 
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The  Secretaryship  of  Mr.  Dallas  was  distinguished  by  the  in- 
corporation, through  his  able  advocacy,  of  the  second  bank  of  the 
United  States,  which,  like  the  first,  was  the  fiscal  agent  of  the 
Government  Both  alike  performed  all  services  required  by  the 
Treasury  without  charge. 

During  the  five  years  following  March,  1829,  there  were  five 
Secretaries,  two  of  whom  occupied  the  office  less  than  one  year 
each.  President  Jackson  removed  three  Secretaries  in  succession 
in  the  space  of  two  years  because  they  refused,  on  his  order,  to 
transfer  the  public  deposits  from  the  Bank  of  the  United  States 
to  State  banks.  They  believed  the  transfer  to  be  illegal,  and  it 
was  so  voted  by  Congress;  but  it  was  finally  effected  by  the 
President’s  fourth  appointment,  Roger  B.  Taney,  who  after  re- 
maining in  office  long  enough  for  that  purpose,  was  himself  trans- 
ferred to  the  Chief  Justiceship  of  the  Supreme  Court  as  a reward 
for  his  subserviency. 

The  next  Secretary  in  succession  was  Levi  Woodbury,  of  New 
Hampshire,  under  whose  incumbency  the  charter  of  the  second 
bank  of  the  United  States  expired,  and  the  application  for* its 
renewal,  though  passed  by  Congress,  was  defeated  by  the  veto  of 
the  President.  Mr.  Woodbury’s  term  was  further  commemorated 
by  the  issue  of  the  famous  “specie  circular,”  prohibiting  the  re- 
ceipt of  anything  but  gold  and  silver  coin  for  sales  of  public 
lands,  whereby  the  specie  of  the  country  was  localized  in  distant 
places  (it  being  before  the  building  of  railroads  in  the  West), 
which  precipitated,  in  1837,  the  suspension  of  specie  payments. 
Iir  Mr.  Woodbury’s  term,  the  National  debt  was  entirely  extin- 
guished— the  result  of  measures  initiated  by  his  predecessors.  He 
had  the  repute  of  originating  the  Independent  Treasury  system  of 
finance,  which  was  no  more,  however,  than  a re-discovery  at  best, 
since  it  was  practiced  by  the  Lombards  of  Italy  two  or  more 
centuries  before  his  time. 

In  the  four  years  following  Mr.  Woodbury’s  term  there  were 
four  Secretaries,  whose  official  existence  was  marked  by  no  striking 
events.  Under  the  auspices  of  Mr.  Robert  J.  Walker,  who  was 
appointed  in  1845,  the  Independent  Treasury  act  was  passed  and 
went  into  operation  in  the  early  part  of  the  following  year.  Of 
all  financial  blunders  ever  enacted  by  our  Government,  this  has 
proved  most  injurious  to  every  common  interest  of  the  people, 
and  has  been  attended  by  the  fewest  compensating  influences.  It 
was  the  beginning  of  that  sequestration  of  the  most  valuable  part 
of  our  circulating  medium,  which  has  grown  into  a stubborn  sys- 
tem of  hoarding,  and  which  now  constitutes  the  most  insurmount- 
able obstacle  to  scientific  financial  organization. 

Mr.  William  M.  Meredith,  of  Philadelphia,  who  succeeded 
Mr.  Walker  in  1849,  was  one  of  the  ablest  economists  of  his 
day.  He  proposed  to  Congress  the  repeal  of  the  Independent 
Treasury  law,  and  also  of  the  Warehouse  system,  both  of  which 
he  declared,  in  his  official  report  of  1849-50,  had  proved  preju- 
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dicial  to  the  general  interests  of  trade  and  labor.  The  death  of 
President  Taylor  caused  the  resignation  of  all  the  cabinet  officers, 
and  Mr.  Meredith  was  succeeded  by  Mr.  Corwin,  of  Ohio,  who 
exhibited  few  of  the  qualities  of  mastership  in  finance. 

Mr.  James  Guthrie,  of  Kentucky,  was  Secretary  from  1853  to 
1857,  and  did  more  to  reform  long-accumulating  abuses  than  any 
other  Secretary  of  late  years.  He  instituted  an  examination  into 
the  custody  of  the  public  funds,  and  discovered  the  almost  incred- 
ible fact  that  the  sum  of  132  million  dollars  was  in  the  hands  of 
Government  officers,  and  most  of  it  used  to  aid  the  personal 
speculations  of  the  holders!  Custom-House  Collectors  and  Post- 
masters were  in  continuous  arrears  for  nine  months  or  more  after 
the  money  was  paid  into  their  hands.  He  succeeded  in  recover- 
ing or  securing  all  but  about  six  million  dollars,  which  amount 
was  irretrievably  lost.  Mr.  Guthrie  was  an  uncompromising 
enemy  to  paper  money,  and  in  all  his  official  reports  enforced  the 
policy  of  “ the  constitutional  currency  of  gold  and  silver.”  He 
reduced  the  treasury  system  to  order  and  economy  by  civil-service 
examinations,  the  abolition  of  sinecures,  and  untiring  vigilance 
over  the  disbursements. 

Howell  Cobb,  of  Georgia,  was  the  last  of  the  Secretaries  of 
the  pro-slavery  Government.  When  the  rebellion  was  declared  he 
abandoned  his  post,  which  was  temporarily  occupied  by  the  Hon. 
John  A.  Dix,  of  New  York.  Mr.  Salmon  P.  Chase,  of  Ohio, 
was  the  first  Secretary  appointed  by  President  Lincoln.  He  found 
the  Treasury  empty,  and  the  National  credit  little  more  than  a 
name. 


THE  NEW  LAW  TO  PUNISH  UTTERANCE  OF  FALSE  NEWS. 

Passed  May  II,  1874. 

General  Statutes  of  the  State  of  New  York. 

Chap.  440. — An  Act  to  declare  the  publication  and  dissemination  of  false 
news  a crime,  and  to  provide  for  its  punishment. 

Section  i.  Every  person  who  shall  knowingly  circulate  false  intelligence 
with  the  intent  of  depreciating  or  advancing  the  market  price  of  the  public 
funds  of  the  United  States,  or  of  any  State  or  Territory  thereof,  or  of  any  foreign 
country  or  government ; or  the  stocks,  bonds  or  evidence  of  debt  of  any  corpo- 
ration or  association,  or  the  market  price  of  any  merchandise  or  commodity 
whatever,  shall  be  deemed  guiltv  of  a misdemeanor,  and  shall  be  punished  upon 
conviction  thereof,  by  a fine  of  not  exceeding  five  thousand  dollars,  and  im- 
prisonment for  a period  not  exceeding  three  years,  or  either. 

Sec.  2.  Every  person  who  shall  forge  the  name  of  any  person  or  of  the 
officer  of  any  corporation,  to  any  letter  message  or  paper  whatever,  with  intent 
to  advance  or  depreciate  the  market  price  of  the  public  funds  of  the  United 
States,  or  of  any  State  or  Territory  thereof,  or  of  any  foreign  countty  or 
government,  or  tne  market  price  of  bonds  or  stock,  or  other  evidence  of  debt 
issued  by  any  corporation  or  association,  or  the  market  price  of  gold  or  sil- 
ver coin  or  bullion,  or  of  any  merchandise  or  commodity  whatever,  shall, 
upon  conviction,  be  adjudged  guilty  of  forgery  in  the  third  degree,  and  shall 
be  punished  by  imprisonment  in  a State  prison  for  a term  not  exceeding 
five  years. 
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THE  CURRENCY  QUESTION. 
By  Albert  S.  Bolles. 


I.  Money  and  its  Uses. 

Great  Mammon ! Greatest  god  below  the  sky. — Spenser. 

The  term  money,  taken  in  its  strict  etymological  sense,  means 
something  standing  between  two  extremes  and  relating  them  to 
each  other.  Money  is  exchanged  for  other  things,  but  never  for 
itself.  Small  boys,  indeed,  swap  cents,  but  men  use  money  as  a 
medium  to  get  other  things  than  those  parted  with.  Men  have 
the  same  wants  now  as  before  the  invention  of  money — tfyey  want 
bread,  cloth,  furniture,  etc. — and  money  is  used  only  as  an  easier 
means  of  satisfying  these  wants.  If  we  coufd  imagine  a state  of 
society  in  which  commodities  were  exchanged  without  the  use  of 
money,  we  should  readily  learn  the  great  advantage  of  having  it. 
In  such  a state  the  various  products  of  the  earth  were  exchanged 
directly  for  each  other.  This  system  of  exchange  is  called  barter.* 
Of  a time  when  this  state  of  things  existed  Homer  sings: 

“ From  Lemnos  isle  a numerous  fleet  had  come 
Freighted  with  wine  . . . 

. . All  the  other  Greeks 

Hastened  to  purchase,  some  with  brass,  and  some 
With  gleaming  iron ; some  with  hides,  • 

Cattle  or  slaves.”t 

Money  is  a measure  of  value  and  a medium  of  exchange. 
Having  already  shown  for  what  purposes  a measure  of  value  is 
required,  it  now  remains  to  point  out  the  offices  fulfilled  by  it  as 
a medium  of  exchange.  * 

First. — It  is  a labor-saving  instrument.  A,  a hatter,  desires  a coat. 
He  goes  to  B,  a tailor,  and  making  known  his  wants,  offers  to  ex- 
change a hat  for  the  garment  desired.  But  B says  he  does  not 
want  a hat  So  A goes  to  some  other  tailor  who  makes  the  same 
reply;  he  remarks,  however,  that  he  does  need  a pair  of  shoes,  and 
if  A could  supply  him  he  would  take  them  in  exchange  for  a coat. 
A must  now  find  a shoe-dealer,  who  will  accept  of  a hat  in  ex- 
change for  a pair  of  shoes.  After  spending  a great  deal  of  time, 

* The  folknring  instance  of  exchange  by  means  of  barter  is  taken  from  a work  upon  Fiji  and 
tk*  Fijians  by  Thomas  Williams  and  James  Calvert.  They  exchange  pottery  for  masi,  mats 
and  yams.  On  one  island,  the  men  fish,  and  the  women  make  pots  for  barter  with  people  on 
the  main.  Their  mode  of  exchange  is  very  irregular ; the  islanders  send  to  inform  those  on  the 
main-land  that  they  will  meet  them,  on  such  a day,  at  the  trading  place, — a square  near  the 
coast  paved  for  that  purpose.  The  people  of  the  continent  bring  yams,  taro,  bread,  etc.,  to  ex- 
change for  fish.  . . The  island  tribes  of  the  Great  Fiji  take  yagona  to  the  coast,  receiving  in 

exchange  mats,  mace,  and  fine  salt  P.  72. 
t Lord  Derby’s  trans. 
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A finally  succeeds  in  exchanging  a hat  for  a pair  of  shoes  and  then 
goes  to  the  tailor  and  exchanges  them  for  a coat.  See  how  much 
labor  «night  have  been  saved  in  this  exchange  by  the  use  of 
money.  A,  instead  of  going  to  B,  to  exchange  a hat  for  a coat, 
would  have  sold  his  hat  for  money  to  any  one  who  wanted  it, 
and  with  the  money  thus  obtained  he  could  have  procured  a 
coat.  For  A would  have  been  willing  to  receive  money  in  ex- 
change for  his 'Inerchandise  inasmuch  as  he  could  exchange  this 
for  anything  he  desired.  The  hat  could  purchase  only  one  par- 
ticular thing,  namely,  shoes.  Thus  it  had  only  a limited  purchas- 
ing power,  while  money  has  a general  purchasing  power. 

Thus  Prof.  Perry*  correctly  says,  in  pointing  out  the  difference 
between  money  and  other  commodities : “ They  have  the  power 

of  buying  some  sorts  of  things  from  some  persons,  it  has  the 
power,  derived  from  the  usages  of  society,  to  buy  all  sorts  of 
things  from  all  persons.”  Because  money  has  this  general  pur- 
chasing power  it  saves  a great  deal  of  time  in  making  exchanges. 
“ At  first  view,”  says  Chevalier, t “ it  might  seem  that  the  use  of 
money  complicated  transactions,  inasmuch  as  it  necessitates  two 
exchanges  where  otherwise  there  would  be  but  one;  but,  in  truth, 
its  use  is  of  enormous  advantage,  and  we  should  take  an  im- 
mense step  backward  in  civilization,  if  we  were  to  return  to  bar- 
ter. It  has  been  wisely  said  that  there  is  no  machine  which 
economises  labor  like  money,  and  its  adoption  has  been  likened 
to  the  discovery  of  letters.” 

The  utility  of  money  as  a labor-saving  instrument  may  be  strik- 
ingly illustrated  from  the  experience  of  Barth.J  He  tells  us  that 
in  one  of  the  villages  through  which  he  passed,  the  practice  of  the 
farmer  was  to  bring  his  com  to  the  Monday  market,  but  he  would 
on  no  account  receive  shells  in  payment,  and  would  rarely  accept 
of  a dollar;  the  person,  therefore,  who  wished  to  buy  com,  if  he 
had  only  dollars,  was  first  obliged  to  exchange  them  for  shells; 
with  these  he  must  buy  a “kulgu,”  or  shirt,  and  with  this  he 
might  succeed,  after  a good  deal  of  bantering,  in  buying  the 
farmer’s  com.  So  great  was  the  difficulty  of  getting  things,  in 
codbequence  of  having  no  general  medium  of  exchange,  that  often 
his  servants  would  return  from  their  purchases  in  a state  of  the  ut- 
most exhaustion. 

Secondly. — It  prevents  the  deterioration  and  loss  of  commodi- 
ties. C is  a baker.  . He  must  dispose  of  his  bread  quickly 
after  it  is  made  or  it  will  spoil.  He  cannot  find  only  here  and 
there  a person  who  will  give  him  any  thing  useful  for  it  in  ex- 
change. Thus  exchanges  take  place  slowly  and  with  difficulty, 
and  while  they  are  going  on  the  bread  becomes  old  and  unfit  for 
use.  Long  before  disposing  of  his  entire  stock,  a portion  of  it  has 
been  injured  or  destroyed.  If  money  were  in  use,  he  could 
readily  sell  his  bread  for  money,  and  with  that  obtain  whatever 
he  desired.  By  transmuting  his  perishable  products  into  money, 

* Elements  of  Polit.  Eeon p.  208. 

t On  the  Probable  Fall  in  the  Value  0/  Gold,  p.  98. 

I Travels,  voL  a,  p.  51. 
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he  may  keep  its  power  of  purchase  locked  up  in  this  form  as  long 
as  he  pleases. 

Thirdly. — Money  reduces  the  cost  of  a commodity.  In  a State 
having  no  money  with  which  to  make  exchanges,  more  time  is  ex- 
pended, perhaps,  in  exchanging  things  than  was  spent  in  pro- 
ducing them.  Thus,  the  hatter  previously  mentioned  might  have 
consumed  more  time  in  exchanging  a hat  for  the  coat  he  wanted 
than  was  employed  in  making  the  hat.  Consequently,  the  hatter 
is  really  deprived  of  the  benefit  of  his  labor,  or  the  value  of  his 
product  must  be  increased. 

Fourthly. — Men  do  not  always  wish  to  exchange  for  equal 
amounts.  A farmer  who  brings  a fatted  ox  to  market  finds  per- 
sons enough  wanting  a few  pounds  of  beef,  but  none  wanting  the 
entire  animal.  He  cannot  divide  the  ox  and  give  a part  of  it 
for  a few  pounds  of  coffee  or  tea;  perhaps  he  does  not  want  the 
value  of  one  quarter  of  the  animal  in  groceries  or  other  things. 
By  means  of  money  all  difficulties  can  be  easily  overcome.  The 
farmer  can  first  exchange  the  ox  for  money,  and  with  that  he  can 
get  whatever  he  desires. 

Fifthly. — Money  secures  the  employment  of  labor  by  providing 
for  its  reward.  Without  money  how  could  a cotton  factory,  for 
example,  be  run  with  its  hundreds  of  hands  ? The  owner  could 
pay  them  only  in  cloth;  and  what  could  be  done  with  that? 
They  certainly  have  not  time  to  go  far  to  exchange  it  for  other 
products,  and  if  they  had,  they  would  be  unable  to  make  the 
desired  exchanges,  for  no  entire  community  requires  more  than  a 
limited  amount  of  cloth.  And  if  the  operatives  in  despair  of  get- 
ting their  bread  should  think  of  sending  their  cloth  away,  who 
wants  it  ? where  shall  it  be  sent  ? A man  having  nothing  except 
labor  or  skill  to  offer,  might  be  unable  to  secure  employment  from 
those  who  wanted  him  and  were  willing  to  pay  him  mosftiberally, 
because  they  are  not  able  to  give  him  anything  satisfactory  in 
return;  hence,  he  must  labor  for  those  who  are  willing  to  give,  in 
ever  so  small  quantity,  the  articles  needed  for  his  support.  “The 
physician  must  take  his  pay  in  iron,  or  bread,  or  butcher’s  meat; 
and  if  any  of  his  patients  produced  what  he  did  not  want,  he 
must  either  attend  them  gratuitously,  or  they  must  die  without 
assistance.  Besides  this,  there  are  many  products  incapable  of 
division.  If  a hundred  men,  engaged  in  building  a ship  or  a 
house,  how  would  they  take  their  pay  in  kind,  without  taking  the 
ship  to  pieces,  and  thus  rendering  their  work  wholly  useless  ?”* 
Thus,  without  money  the  division  of  labor  would  hardly  exist. 
Rather  than  lose  the  time  to  make  exchanges  or  run  the  risk  of 
losing  the  results  of  his  labor,  by  injury  or  decay,  or  be  subjected 
to  the  other  difficulties  mentioned,  every  man,  so  far  as  possible, 
would  supply  his  own  needs  by  direct  effort.t 

* Waylahd,  El.  of  Polit.  Econ.,  p.  190.  No  author  has  illustrated  the  uses  of  money  more 
dearly  than  President  Wayland. 

f Bakth  says  that  he  was  repeatedly  prevented  from  buying  what  he  absolutely  needed, 
corn,  rice,  etc,  because  he  did  not  have,  and  could  not  get  what  the  people  wanted  in 
exchange.  Travels,  vol  1,  p.  568;  vol.  3,  p.  203. 
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Besides,  no  man  could  perfect  himself  in  any  one  art,  trade, 
or  profession.  In  the  effort  to  supply  his  wants  by  making  him- 
self whatever  he  desired,  he  could  not  attain  to  that  perfection, 
which  is  possible,  whenever  man  is  permitted  to  practice  a single 
art  or  trade,  or  make  a single  part  of  a complicated  mechanism. 
Manufacturers  could  not  thrive  at  all  who  sought  to  make  those 
products,  requiring  a minute  subdivision  of  labor.  But  jf  the 
laborer  be  paid  in  an  article  that  is  universally  desired,  he  can 
get  whatever  he  likes ; hence,  it  will  make  no  difference  in  what 
business  he  is  engaged  as  long  as  he  can.  have  money  in  exchange 
for  his  labor. 

Such  are  some  of  the  most  obvious  advantages  of  the  use  of 
a medium  of  exchange.  To  these,  others  might  be  added,  but 
enough  has  been  said  to  make  it  clear  that  money  is  of  the 
greatest  use  as  a medium  for  exchanging  other  commodities. 

Money,  then,  combines  these  two  qualities — it  is  a measure  of 
value,  and  a medium  of  exchange.  This  definition  is  by  no 
means  exact,  for  the  reason,  not  only  that  a perfect  value-measure 
cannot  be  found,  but  also,  that  everything  is  a measure  of  value 
and  a medium  of  exchange  which  is  given  or  received  for  some- 
thing else.  If  jack-knives  are  used  as  a means  for  getting  other 
things,  they  are  instruments  of  exchange  and  measures  of  value. 
Everything  parted  with  is  a measure  of  value  for  the  thing  re- 
ceived in  each  particular  transaction.  All  that  can  be  said  of 
money  is,  that  it  is  something  used  in  a particular  country  or  lo- 
cality more  generally  than  anything  else  for  the  purposes  above 
stated.  The  mistake  of  writers  upon  this  question  is  in  trying  to 
give  a precise  definition,  which  cannot  be  framed,  unless  it  be  ex- 
ceedingly general.* 

William  Latham  has  declared  that  coins,  all  notes,  whether 
issued  b*  the  State  or  by  banks,  which-  are  endowed  with  the  fac- 
ulty of  closing  contracts,  paying  debts  and  acquitting  debtors  are 
money.  Fort.  Rev.,  vol.  4,  p.  214.  The  defect  in  this  definition 
is  that  not  all  of  these  instruments  measure  value,  although  all 
are  mediums  of  exchange.  The  definition  in  the  North  Brit. 
ReiK,  vol.  35,  p.  176,  that  money  is  “only  another  word  for  the 
machinery  which  accomplishes  the  exchange  of  commodities,”  is 
defective  for  the  same  reason.  Prof.  Price  has  said  that  “ money 
is  not  an  end  but  a means  . . and  thus  we  arrive  at  last,  at 
the  true  view  that  money  is  a tool  required  for  certain  specific 
purposes.”  Principles  of  Curretuy,  pp.  166,  167. 

Is  it  not  a little  singular  that  the  uses  of  money,  which  are 
simply  these  two — a measure  of  value  and  a medium  of  exchange 
— should  be  the  subject  of  so  much  confusion?  For  this,  two 
reasons  m^y  be  given. 

First. — Many  people  believe  that  Government  can  create  value 
and  money.  Government  is  as  powerless  to  create  value  as 
Robinson  Crusoe  was,  when  living  on  his  lone  island  in  the 
Pacific.  Two  persons  are  required  to  create  value  in  every  case. 

* Sec  Banker's  Mag.,  vol.  26,  p.  545;  article,  “What  is  Money?” 
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What  people  will  take  from  the  Government  in  exchange  for  what 
is  given,  lies  as  much  within  the  power  of  the  people  to  deter- 
mine as  of  the  Government.  It  has  no  more  power  of  ordain- 
ing what  its  members  shall  receive  from  one  another  in  satis- 
faction of  debts  than  the  birds  of  the  air.  Government  may  in- 
deed, call  a bit  of  gold  “ one  dollar,”  but  it  is  not  the  work  or 
power  of  the  Government  which  gives  value  to  the  gold.  That  is 
the  product  of  labor  which  the  Government  never  performed. 
Melt  the  gold  so  that  every  mark  of  the  Government  superscrip- 
tion is  obliterated,  yet  its  value  is  unchanged.  The  Government, 
by  coining  it,  merely  announces  its  weight  and  fineness. 

Does  the  value  of  a piece  of  paper  depend  upon  the  inscription 
of  the  Government  thereon  ? A greenback  has  value.  Is  it 
valuable  simply  because  the  Government  says  so?  Suppose  the 
Government  declared  greenbacks  to  be  valuable,  and  yet  peo- 
ple declined  to  take  them,  would  they  retain  their  value  ? Of 
course  not.  They  are  valuable  because  the  people  believe  that 
the  Government  will  fulfill  the  promises  of  which  these  are  the 
evidence. 

Secondly. — Money  was  not  designed  to  stimulate,  but  to  facilitate 
exchanges.  It  was  designed  to  save  time  and  labor  in  making  ex- 
changes, but  not  to  add  to  the  number  of  them.  Says  John 
Stuart  Mill:  “It  is  a machine  for  doing  quickly  and  com- 
modiously  what  would  be  done,  though  less  quickly  and  com- 
modiously,  without  it.” 

This  economic  principle  is  very  imperfectly  understood  else  no 
cry  would  be  heard  for  more  paper  money.  The  people,  or  a 
large  portion  of  them,  have  seized  the  idea,  that  somehow  the  ra- 
pidity of  exchanges,  and  the  prosperity  of  business,  depend  upon  . 
the  quantity  of  money  in  circulation;  the  greater  the  quantity,  the 
more  prosperous  is  business.  This  is  a grievous  error  ^id  arises 
from  a total  misconception  of  the  uses  of  money.  It  ^ung  out 
of  the  fact  that  during  the  war,  when  more  paper  currency  was 
issued,  business  vastly  increased,  and  every  one  rejoiced  over  his 
prosperity.  But  the  prosperity  enjoyed  at  that  time  was  due  not 
to  an  increase  of*  currency,  but  to  a greater  demand  for  all  sorts 
of  products.  The  Government  became  an  enormous  consumer,  and 
of  course  its  demands  were  great.  It  was  the  National  demand 
superadded  to  that  existing  before,  which  gave  such  an  impetus  to 
business.  The  currency  afloat,  or  more  strictly,  partly  afloat,  did  not 
affect  the  demand.  If  none  had  been  issued  the  demand  would 
hive  been  as  great.  A coincidence  was  mistaken  for  a cause. 

This  principle,  that  currency  was  invented  as  a labor-saving 
instrument,  to  render  exchanges  more  convenient,  ought  to  be 
sounded  in  the  ears  of  all  who  are  seeking  for  an  expansion  of 
the  present  irredeemable  currency.  It  requires  no  argument  to 
prove  that  what  people  are  really  trying  to  get  are  the  things 
which  minister  to  the  sustenance  and  happiness  of  life  and  body, 
and  that  money  is  merely  a medium,  a go-between,  for  getting 
them.  Now,  suppose  there  be  an  increase  of  money,  how  can* 
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these  things  be  more  easily  acquired  if  their  prices  are  increased  ? 
No  one  will,  for  a moment,  contend  that  an  increase  of  money 
does  not  tend  to  increase  prices,  and  that  any  more  can  be  pur- 
chased, in  the  aggregate,  with  the  whole  sum,  than  with  the  sum 
existing  before  the  increase  was  added. 

It  is  not  the  proper  function  of  money  to  stimulate  exchanges. 
This  is  a perversion  of  its  use.  It  was  intended  to  facilitate  them 
and  nothing  more.  Were  this  idea  kept  in  view  we  should  hear 
no  more  about  an  increase  of  the  currency. 

Why  have  gold  and  silver  such  a pre-eminence  over  other 
things  as  money  ? First,  because  of  their  portability.  “ One  pound 
weight  of  gold,  will  ordinarily  command,  in  exchange,  fifteen 
thousand  pounds  of  wheat,  thirty  thousand  pounds  of  Indian  com, 
five  tons  of  rice,  or  a ton  and  a-half  of  cotton.*  The  same 
quality  renders  silver  valuable  as  money,  though  less  so,  in  ma 
countries,  because  a larger  quantity  than  gold  has  only  the  same 
value. 

These  metals  are  very  valuable  as  money,  because  they  are  so 
malleable.  They  can  be  wrought  into  any  shape,  will  receive  and 
retain  any  impression,  may  be  divided  into  the  minutest  quantities 
and  again  united,  with  the  smallest  possible  loss.  Hence,  they  are 
admirably  adapted  for  coinage.  In  consequence  of  the  small  sub- 
divisions into  which  they  may  be  coined,  they  can  be  exchanged 
as  of  equal  value  for  a great  number  of  products. 

They  are  of  uniform  quality.  Found  in  California,  Australia, 
or  Russia,  gold  is  everywhere  the  same.  The  iron  of  /different 
countries  varies  greatly.  The  copper  of  Siberia  is  better  than  that 
of  Germany,  while  the  copper  of  Sweden  is  better  than  that  of 
Siberia,  and  the  copper  of  Japan  surpasses  that  of  Sweden.  It 
is  not  so  with  gold  and  silver. 

They  may  be  readily  alloyed  and  refined.  By  alloy  they  are 
made  hauler,  and  so  better  adapted  to  use  as  money.  Likewise, 
can  they  be  easily  restored  to  their  original  purity  without  loss. 

They  are  unaffected  by  atmospheric  influences.  They  do  not 
rust  or  decay  like  iron,  so  that  the  gold  and  silver  in  the  age  of 
the  PtolemIes  may  be  in  existence  to-day,  either  as  plate  or 
money. 

They  are  almost  inconsumable  by  use.  Nearly  all  other  com- 
modities are  rapidly  destroyed  by  using  them.  Articles  of  food 
and  clothing,  for  example,  disappear  in  a comparatively  short 
period.  Even  iron,  in  the  ways  in  which  it  is  generally  used — 
railroads,  agriculture,  the  mechanic  arts,  etc. — lasts  only  a few 
years.  But  the  duration  of  gold  and  silver  is  vastly  longer.  In- 
vestigations made  at  the  United  States  Mint  show  that  the  wear 
of  gold  was  only  i to  2,400 ; that  is,  a gold  dollar  would  wear 
out  only  by  2,400  years’  service. 

To  complete  this  side  of  our  subject,  we  remark  that  gold  and 
silver  were  valuable  long  before  they  came  into  use  as  money. 

* Amasa  Walker,  Science  of  Wealthy  p.  127,  from  which  work  the  reasons  why  gold  and 
silver  are  fitted  to  serve  as  money  are  chiefly  drawn.  See  also  Say’s  Polit.  Econ..  p.  *7°>  4th 
Am.  ed. 
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That  is  a function  superimposed  upon  these  metals.  This  use  in- 
creases their  value,  but  it  is  not  the  sole  or  principal  cause  of 
their  value;  or  the  cause  of  imparting  value  to  them  in  the  first 
place.  The  Wampumpeag  currency  of  the  American  Indians  was 
regarded  as  beautiful  by  them,  and  so  it  passed  as  currency. 
The  same  is  true  of  gold  and  silver.  They  were  prized  before 
they  came  into  use  as  money,  else  they  never  would  have  been 
used  for  that  purpose.  Being  desirable  apart  from  their  use  as 
money,  they  are  found  admirably  fitted  to  serve  this  additional 
function,  and  so  are  used  for  this  purpose.* 

The  question  has  been  discussed  of  late,  how  much  money  or 
currency  does  any  country  require  to  effect  its  exchanges.  The 
answers  generally  given  to  this  question  display  dense  ignorance. 
They  show  how  very  imperfectly  the  functions  of  money  are  un- 
derstood. It  is  looked  upon  by  many  as  a mighty  question  which 
few,  if  any,  are  capable  of  answering.  This  is  because  such  per- 
sons do  not  comprehend  what  the  functions  of  money  are.  If  they 
did,  they  would  see  that  the  question  can  be  answered  easily 
enough. 

Whenever  the  business  of  a country  has  become  adjusted  to  the 
currency  employed  in  making  its  exchanges,  whatever  the  amount 
may  be,  no  increase  thereof  is  ever  required.  This  is  one  of  the 
dearest  principles  of  economic  science.  It  makes  no  difference 
whether  the  volume  of  currency  be  great  or  small,  prices  will  ac- 
commodate themselves  to  it;  and  if  the  amount  thereafter  be  in- 
creased, other  things  remaining  the  same,  the  only  effect  of  such 
increase  will  be  1 6 raise  the  price  of  commodities.  So  if  a part 
of  the  currency  be  withdrawn,  the  effect  is  a depression  of  prices. 
It  is  of  little  consequence  what  the  volume  of  currency  may  be 
with  which  a nation  first  begins  to  exchange  its  productions. 

Now,  as  long  as  a nation  sticks  to  the  currency  it  has  once 
adopted,  and  to  which  all  values  have  been  adjusted,  there  is  no 
difficulty  in  effecting  exchanges,  provided  that  such  a currency 
commands  the  perfect  confidence  of  all.  There  will  be  no  vio- 
lent disturbance  in  exchanging  commodities  while  the  same  cur- 
rency is  used  on  account  of  it.  If  exchanges  are  disturbed,  they 
will  arise  from  other  causes  than  the  currency.  Like  the  sun,  it 
will  pursue  its  appointed  course  without  interruption  or  change. 

When  a currency  having  the  confidence  of  all  is  supplanted  by 
an  inferior  currency,  then  exchanges  are  unsettled  on  account  of 
it  Let  it  be  remembered  that  no  .sound  currency  disturbs  ex- 
changes. If  the  currency  employed  by  a country  produces  this 
effect,  it  is  certain  that  such  a currency  is  unsound.  In  the 

* **  Gradually,  in  the  course  of  time,  and  by  the  exigencies  of  society,  they  came  to  be  ap- 
propriated by  general  consent  to  the  uses  of  money,  till  at  last  that  consent  became  universal 
u the  civilized  world.  This  appreciation  was  ulterior  and  consequent  to  the  ascertainment  of 
the  many  useful  and  admirable  qualities  of  these  metals  for  other  purposes,  without  which 
there  is  no  probability  that  they  would  have  been  employed  as  money.  . . Gold  and 

silver  are  not  valuable  simply  because  they  are  money.  This  was  not  the  original  ground 
of  their  being  held  m such  high  esteem ; but  they  have  been  adopted  and  have  obtained  uni- 
versal consent  to  be  used  as  money  or  a common  medium  of  exchange  because  of  their  value  for 
other  uses,  and  because  they  are  always  in  demand  for  such  a vast  variety  of  appropriations 
other  than  money." — Colton's  Public  Economy.  See  also  on  the  Origin  of  Money;  Patter- 
son’s Science  of  Finance , p.  n ; MilTs  Polit.  Econ.,  vol.  2,  p.  19. 
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United  States  we  have  driven  out  a sound,  specie  currency  by 
means  of  an  inferior,  paper  currency.  While  the  former  was  in 
use,  we  were  never  troubled  with  the  inquiry:  How  much  of  it 
does  the  country  need?  The  currency  was  self-regulating;  it  was 
free  from  legislative  regulation.  But  when  it  was  supplanted  by 
the  present  currency,  exchanges  were  violently  unsettled,  and  will 
remain  so  as  long  as  it  is  below  par.  The  more  local  a currency, 
the  more  violent  are  its  fluctuations  in  value,  while  the  converse 
of  the  proposition  is  equally  true.  Gold  and  silver  have  a wide 
circulation,  and  their  value  in  all  places  is  the  same ; but  our 
paper  currency  has  no  circulation  outside  of  our  own  country, 
hence  its  value  is  very  unstable. 

Keeping  these  facts  in  mind,  it  is  easy  enough  to  answer  the 
question : How  much  of  this  paper  currency  does  the  country 
need?  The  less  of  it  the  better  while  it  continues  below  par  with 
gold.  If  it  be  an  inferior  currency,  as  it  certainly  is  compared 
with  gold  and  silver,  we  should  not  make  it  poorer  by  watering 
it,  but  rather  contract  the  quantity  and  so  improve  its  quality. 
The  country  needs  no  more  of  it;  there  is  altogether  too  much 
now. 

Besides,  by  increasing  its  quantity,  its  purchasing  power  is  dimin- 
ished, so  that  the  aggregate  purchasing  power  of  the  larger  amount 
is  no  greater  than  that  of  the  smaller  sum.  When  an  individual 
gives  his  notes  for  $100,000  and  has  only  half  that  sum  to  pay 
them  with,  and  his  creditors  know  it,  every  one,  except  he  be  an 
inflationist,  believes  the  debtor  will  neither  improve  nor  sustain  his 
credit  by  issuing  more  notes.  The  same  is  as  true  of  tfie  Govern- 
ment as  of  individuals.  Its  legal -tender  notes  are  below  par.  The 
people  prefer  gold  to  them.  By  issuing  more  their  value  will 
diminish.  There  is  no  escape  from  this  effect.  The  Government 
by  no  sort  of  ingenuity  can  increase  the  aggregate  purchasing 
power  of  the  currency  as  long  as  it  is  at  a discount.  By  issuing 
more,  its  purchasing  power  is  diminished,  and  the  country  has  no 
larger  amount  in  fact  with  which  to  make  exchanges. 

We  conclude — first,  there  is  too  much  currency  now,  and  the 
excess  will  be  felt  so  long  as  it  is  worth  less  than  gold,  which  is 
promised  in  redemption  of  it;  secondly,  while  its  inferiority  to 
gold  continues,  the  question  whether  the  country  wants  more  of  it 
or  not  is  without  any  significance,  because  the  country  by  no  kind 
of  legerdemain  can  actually  get  more  if  it  be  wanted.  Of  course 
a larger  amount  may  be  issued,  but  its  value  is  entirely  absorbed 
by  the  currency  existing  before. 

When  the  currency  of  a country  is  sound,  its  value  depends 
upon  three  things:  first,  the  amount  of  business  done  there; 
secondly,  the  extent  of  its  credit;  thirdly,  the  rapidity  with  which 
its  money  circulates.  If  business  is  light,  or  money  circulates 
rapidly,  or  credit  be  extensive,  less  money  is  needed  than  if  the 
opposite  conditions  prevail,  and  so  its  value  is  less. 

Money  circulates  more  rapidly  through  the  agency  of  banks 
than  in  any  other  way.  By  keeping  money  in  these  institutions 
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they  are  able  to  loan  it  again  and  again ; one  person  deposits  a 
sum,  it  is  discounted  to  another,  he  pays  it  into  another  bank, 
which,  in  turn,  discounts  it  to  some  one  else.  Any  report  of  the 
Comptroller  shows  this.  The  amount  of  the  National  circulation, 
according  to  his  report  for  1873,  on  the  12th  of  September,  was 
$339,081,799,  while  the  loans  amounted  to  $940,233,304.  Of 
course  there  was  the  legal-tender  circulation  of  $356,000,000  be- 
sides; on  the  other  hand,  a large  amount  of  currency  was  in  the 
possession  of  the  people.  From  these  facts  it  is  clear  that  cur- 
rency circulates  more  actively  through  the  agency  of  banks  than 
through  the  action  of  individuals. 

The  use  of  credit  in  its  various  forms,  bank  checks,  bills  of  ex- 
change, etc.,  supply  the  place  of  money.  We  shall  discuss  here- 
after the  matter  of  the  extension  of  credits  in  this  country  and 
how  they  operate  to  lessen  the  need  for  money.  England  has 
not  so  much  currency  as  France,  though  doing  a vaster  business, 
yet  her  exchanges  are  easily  made  by  means  of  the  various  in- 
struments of  credit.  In  France,  money  is  absorbed,  hoarded;  in 
England,  it  is  deposited  in  banks  and  kept  in  circulation.  When 
the  German  indemnity  was  paid  by  France  and  new  loans  con- 
tracted, it  was  a world's  wonder  that  such  an  immense  throng 
should  gather  in  Paris  to  subscribe  for  the  loan.  They  came  from 
all  parts  of  France.  It  was  the  country,  fanning  population. 
The)'  had  laid  by  money,  and,  instead  of  depositing  it  in  banks, 
it  had  been  kept  in  their  houses.  The  loan  being  regarded  safe, 
the  money  was  drawn  forth.  The  reflection  is  not  creditable  to 
that  country  that  such  a vast  throng  should  be  without  confidence 
in  the  Bank  of  France,  or  its  branches;  or  rather,  that  France 
should  have  no  money  institution  commanding  the  confidence  of 
the  people  except  the  Government  itself. 

This  fact,  that  credit  serves  the  same  purpose  as  money  in 
liquidating  debts,  proves  the  necessity  of  maintaining  it  whenever 
possible,  in  order  to  avoid  panics  and  the  necessity  of  providing 
additional  currency  when  they  occur.  For,  when  these  calamities 
arise  and  confidence  or  credit  is  gone,  more  currency  will  be  rar 
quired  than  at  other  times.  Thus  in  the  .panic  of  1873,  every- 
body wanted  money ; no  one  dared  to  trust.  Many  at  once  came 
to  the  conclusion  that  the  country  needed  more  currency ; that 
business  had  increased  so  enormously  the  present  amount  was 
inadequate  to  make  exchanges.  No  one  said  this  a week  before 
the  panic.  Why  not?  Because,  in  fact,  there  was  enough.  So 
long  as  confidence  was  generally  diffused  there  was  no  need  of 
additional  currency.  The  panic  destroyed  that,  and  then  the  de- 
mand for  more  money  was  universal.  Upon  the  restoration  of 
confidence,  no  more  money  was  needed  than  before.  This  is  the 
true  explanation  of  the  state  of  things  which  prevailed.  When 
confidence  was  strong  there  was  money  enough;  when  confidence 
disappeared,  more  money  was  required  to  supply  the  place  which 
confidence  had  filled. 
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II.  The  Decline  in  the  Value  of  Gold  and  Silver. 

Nearly  all  political  economists  agree  that  the  value  of  gold  and 
silver  is  depreciating.  This  depreciation  arises  chiefly  from  three 
causes  : the  larger  supply ; its  lessening  demand  for  ornamental  use ; 
and  the  substitution  of  other  things  for  money. 

In  respect  to  the  present  supply,  much  labor  has  been  expended 
to  ascertain  the  production  of  gold  and  silver  since  the  earliest 
times,  yet  no  results  thus  far  obtained  command  a very  wide  as- 
sent. In  1831,  Mr.  Jacob  published  an  elaborate  Historical  In- 
quiry into  the  Production  and  Consumption  of  the  Precious  Metals , 
covering  the  field  of  investigation  from  the  earliest  ages  to  the 
time  in  which  he  wrote.  This  work,  though  abounding  in  wide 
research,  is,  after  all,  only  an  estimate,  and  that  even  very  rude 
and  imperfect  in  respect  to  the  production  of  the  precious  metals 
during  the  earlier  ages.  Indeed,  the  difficulties  of  finding  out  the 
production  and  consumption  of  the  precious  metals,  says  M’Cul- 
loch,  are  “ at  least  as  great  as  their  importance.  They  are  not, 
in  truth,  of  a kind  to  afford  any  certain  conclusions,  and  we  must 
be  contented  with  those  that  seem  to  present,  on  the  whole,  the 
greatest  amount  of  probability.”  For  the  production  of  gold  and 
silver  in  America,  from  the  discovery  of  the  country  to  1803, 
great  reliance  has  been  given  to  Baron  Humboldt’s  estimate  in 
his  Political  Essay  upon  the  Kingdom  of  New  Spain , though  Mr. 
D anson,*  who  carefully  studied  Humboldt’s  figures,  together 
with  the  data  pertaining  to  the  subject,  has  found  reason  to 
amend  them.  Chevalier  has  carefully  gone  over  the  ground  in 
his  work  upon  the  Probable  Fall  in  the  Value  of  Gold,  though 
Blake's  Report  upon  the  Precious  Metals , made  to  the  United  States 
Government  in  1867,  is  the  latest,  and  probably  the  best,  exposi- 
tion on  the  subject.} 

The  aggregate  production  of  gold  and  silver  to  1868,  according 
to  Blake’s  estimates,  is  as  follows: 


14  to  800 (Amounts  supposed  to  be  on  hand) $1,790,000,000 

800  to  1492 545,000,000 

1492  to  1803 5,820,700,000 

1803  to  1848 2484,000,000 

1848  to  1868 3,571,000,000 


Grand  total $ 14,010,700,000 


From  this  amount  the  losses  are  to  be  deducted,  which  are  as 
difficult  to  ascertain  as  the  amount  produced.  Indeed,  if  possible, 
there  is  less  agreement  among  writers  in  respect  to  the  loss  of 
gold,  than  as  to  the  amount  now  remaining. 

As  for  the  future  supply  it  is  well  known  that  gold  is  derived 
from  two  sources — placers  and  veins.  That  found  in  the  placers 
was  originally  contained  in  the  rocks,  which  has  been  extracted 
by  the  grand  operations  of  nature.  Streams  have  rolled  over 

* Journal  of  Statistical  Society  of  London , vol.  14. 

f See  also  Commissioner  Wilson’s  learned  investigation  in  Land  Office  Report , 1867.  His 
researches  are  very  valuable. 
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them  for  unnumbered  ages,  breaking  and  grinding  them  to  pieces, 
washing  out  the  gold  and  carrying  it  along  in  their  courses  till  it 
sank  to  the  bottom.  Placer-mining,  thUefore,  is  nothing  but  the 
digging  over  the  beds  of  streams  and  rivers  that  have  become 
dry,  and  in  which  gold  is  supposed  to  be  deposited. 

Once  it  was  thought  that,  as  the  soil  containing  gold  which  had 
been  thus  extracted  by  nature  from  the  rocks,  was  quite  limited 
in  extent,  when  it  had  been  worked  over,  the  future  supply  of 
gold  would  be  exhausted.  Such  was  the  opinion  expressed  by  the 
late  Sir  R.  I.  Murchison  in  his  valuable  work  upon  the  Siluria. 
But  now  it  is  generally  acknowledged  that  the  nonnal  supply  of 
gold  is  to  be  derived  from  the  rocks,  and  that  the  gold  found  in 
placers  is  only  a small  portion  of  the  whole  amount.  This  being 
so,  it  is  clear  that  the  future  supply  of  gold  depends  upon  the 
extent  and  productiveness  of  the  gold-bearing  rocks. 

Prof.  Jevons*  asserts,  with  the  utmost  confidence,  that  there  has 
been  a rise  of  prices  in  England  to  the  extent  of  eighteen  per 
cent,  as  measured  by  fifty  chief  commodities,  since  the  year  1849^ 
This  rise  of  prices  represents  a real  diminution  in  the  general  pur- 
chasing power  of  gold  to  that  extent.  Yet  others,  including  Prof. 
Cairnes,  suppose  the  decline  to  be  much  greater,  for  the  reason 
that  the  course  of  prices  previous  to  1849,  was  decidedly  down- 
wards, so  that  the  increased  supply  of  gold  prevented  a greater  de- 
cline of  them,  and  also  occasioned  the  rise  above  stated.  In  his 
volume  of  essays,  published  in  1873,  he  reaffirms  his  former 
opinions.  He  says,  all  are  agreed  that  within  twenty  years  a sub- 
stantial advance  in  general  prices  has  taken  place,  the  only  differ- 
ence of  opinion  is  in  respect  to  the  causes  of  this  change. 
Amongst  economists  I think  it  is  pretty  well  agreed  that  the 
advance  is  at  least  in  large  measure,  due  to  the  effects  of  the 
gold  discoveries.  But  on  the  other  hand,  there  is  on  the  part  of 
commercial  writers,  and  in  general  of  all  who  view  the  question 
from  the  standpoint  of  practical  business,  a strong  disposition  to- 
ignore,  or  altogether  to  deny,  the  influence  of  this  cause  in  deter- 
mining the  results.  We  are  among  those  who  think  Prof.  Cairnes 
is  right,  that  gold  has  declined  in  value,  for  the  evidence  in  sup- 
port of  this  conclusion  will  admit  of  no  other  explanation. 

In  this  country  the  decline  has  been  very  marked  since  i860. 
Elsewhere,  we  have  compiled  a table  of  prices  showing  what 
the  decline  has  been  in  one  hundred  of  the  leading  American 
products.  Other  things,  in  the  production  of  which  more  labor 
has  entered,  the  decline  has  been  greater. 

The  decline  in  the  value  of  these  metals  would  have  been  still 
greater  had  not  an  immense  quantity  been  drained  off  to  the  East. 
If  A does  not  want  a thing  it  is  only  a slight  indication  that  it  has 
no  value;  for  B and  C may  want  it,  and  if  they  do,  of  course  it 
is  valuable,  although  valueless  to  A.  Hence,  the  precious  metals, 
so  long  as  they  have  a value  among  a * considerable  number  of 
people,  though  not  among  all,  their  value  will  be  preserved.  Thus, 

• London  Economist May,  1867. 
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silver,  for  instance,  may  become  valueless  among  the  most  en- 
lightened nations  as  bet^en  themselves,  yet  so  long  as  such 
quantities  of  it  are  desired  by  the  inhabitants  of  China  and 
• India  as  are  at  present,  its  value  will  not  be  materially  lessened. 
For  many  years  these  countries  have  absorbed  vast  quantities’  of 
silver,  else  its  value  long  ago  would  have  declined.  It  is  for 
this  reason,  says  Patterson,  that  the  prosperity  of  the  world  de- 
pends upon  the  continuance  of  this  drain  of  bullion  to  the  East.”* 

The  value  of  gold  and  silver  will  decline  from  the  increas- 
ing use  of  other  things  as  substitutes  for  money.  The  use  of 
bank  notes,  bank  checks,  bills  of  exchange,  etc.,  as  substitutes  for 
gold  in  making  exchanges  has  become  universal.  For  example, 
the  New  York  Clearing-House  Association,  representing  sixty-one 
banks,  received  for  the  year  ending  September  30,  1872,  checks, 
bills  of  exchange,  etc.,  given  by  the  several  banks'  composing  the 
association,  $ 33,844,369,568.  The  use  of  this  vast  amount  of 
substitutes  in  place  of  gold  and  silver  has  a direct  influence  in  de- 
preciating the  value  of  these  metals.  Let  an  edict  go  forth  that 
no  such  instruments  could  be  used,  or  rather,  supposing  that  all 
men  were  so  corrupt  that  no  one  dared  to  use  them,  and  the 
precious  metals  would  enormously  increase  in  value.  Hence,  it 
may  be  properly  said  that  gold  and  silver  are  declining  in  value 
because  credit  or  willingness  to  trust  others  has  increased.  It  is 
one  of  the  marks  of  an  improving  civilization.  The  substitution 
of  the  various  instruments  of  credit  for  gold  is  attended  with 
many  evils,  arising  from  unwillingness  and  inability  to  comply  with 
their  requirements ; but  as  the  infirmities  of  human  character  dis- 
appear, notes  and  promises  of  every  kind  will  have  general  prefer- 
ence over  gold  and  silver  as  instruments  of  exchange. 

Gold  and  silver  will  decline  in  value  as  their  use  for  ornaments 
declines.  Probably  it  was  this  use  which  first  gave  them  value. 
And,  lastly,  the  value  of  gold  and  silver,  and  kindred  forms  of 
property,  which  depend  largely  upon  the  fact  that  much  value  is 
contained  in  a small  space,  will  decline  when  other  and  more 
cumbrous  forms  of  property  become  secure  from  seizure  and 
intrusion. 

Such  are  the  principal  reasons  operating  to  depress  the  value  of 
gold  and  silver,  and  which,  it  is  evident,  will  continue  to  thus 
operate.  Gold  will  multiply  in  quantity ; the  day  of  barbaric  gold, 
of  which  Milton  disdainfully  spoke,  will  surely  pass  away,  while 
its  departure  is  hastening  by  the  use  of  substitutes  for  it,  as  money, 
as  well  as  in  other  ways. 

Two  consequences  flow  from  the  loss  of  value  accruing  to  gold 
and  silver  worthy  of  notice.  First,  those  having  it  in  their  pos- 
session, or  due  them,  will  suffer  loss.  The  loss  of  one  class,  how- 
ever, will  be  the  gain  of  another,  and  in  this  way  there  will  be  a 
partial  evening  up  of  the  accounts  between  mankind.  But  Govern- 
ments will  be  the  greatest  gainers.  In  this  way,  nearly  all  Na- 
tional indebtedness  will  be  discharged,  inasmuch  as  this  is  the 

* See  Fawcett's  Man.  of  Polit.  Econ. , p.  436. 
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thing  which  most  of  them  have  agreed  to  pay.  Secondly,  there 
will  be  a great  saving  of  human  labor  in  preparing  an  instrument 
to  be  thereafter  used  as  money.  Patterson  has  well  put  the 
question:  “Is  it  not  probable  that  some  day  . . future  genera- 

tions enjoying  a more  advanced  civilization,  will  look  back  with 
pity  on  our  barbarism  in  wasting  so  much  wealth  for  the  mere 
purpose  of  registering  our  wealth,  and  in  employing  such  an  infini- 
tude of  labor  upon  what  could  be  accomplished  without  any.* 
Little  do  we  think  of  the  sufferings  and  risk  of  life  which  poor 
humanity  has  endured  to  get  possession  of  these  shining  metals. 
When  the  Californian  mines  were  discovered,  husbands  forsook 
their  wives,  and  brothers  their  sisters,  the  emigrant  came  from  the 
farthest  shore,  and  all  went  and  delved  for  the  precious  gold. 
They  endured  privation  of  hunger . and  thirst,  laboring  under  the 
greatest  exposure  of  body  to  disease  and  death — and  simply  to 
obtain  these  counters  for  making  exchanges.  The  story  of  Cali- 
fornia was  repeated  in  Australia.  When  that  most  auriferous 
country  was  discovered,  thousands  flocked  thither  to  dig  for  gold. 
The  Buckland  river,  where  the  largest  nuggets  were#  found,  was 
facially  a river  of  death.  The  rays  of  the  sun,  striking  the 
rocks  upon  either  side,  reflected  upon  the  faces  of  the  miners, 
aad  caused  a worse  blindness  than  that  which  befel  them  before 
setting  out  for  the  diggings.  A little  way  down  the  river  was  the 
cemetery  where  the  miners  were  laid,  so  that  every  fresh  miner 
was  reminded  of  his  probable  fate,  as  he  passed  on  his  way  to 
the  mines.  Nothing  daunted,  however,  they  hurried  on  to  meet 
the  fate  of  those  who  had  gone  before,  and  the  multitude  of 
graves  remaining  to  this  day,  testify  of  the  magic  and  bewitching 
power  of  gold.  Great  as  has  been  the  acknowledged  power  of 
woman,  cannot  this  dull  metal  claim  a greater  homage  and  de- 
votion ? But  its  sovereignty  is  to  cease;  all-  its  long,  painful 
history  of  conquests  and  sufferings  is  to  pass  away. 


III.  The  Money  of  the  Future. 

We  have  not  prepared  this  chapter  with  a view  to  setting  forth 
any  utopian  or  useless  scheme,  but  to  answer  the  assertion  that 
gold  and  silver  will  continue  to  be  used  as  money  in  the  indefinite 
ftiture.  because  there  is  nothing  to  put  in  their  place.  The 
necessity  of  money  being  universally  admitted,  and  nothing  hav- 
ing been  discovered  to  supply  the  use  of  the  precious  metals  for 
that  purpose,  the  conclusion  is  drawn  that  they  will  be  employed 
in  that  capacity  always.  Admitting  the  truth  of  the  first  premise, 
we  deny  the  second,  and  of  course  the  conclusion. 

We  have  already  shown  that  money  performs  a two-fold  func- 
tion; that  it  is  a measure  of  value  and  a medium  of  exchange. 
In  respect  to  the  latter  function,  a representative  of  gold  and 

* Exon,  o/  Capital,  p.  10. 
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silver  in  the  form  of  paper  currency  excels  the  original  in  con- 
venience. It  can  be  more  easily  counted,  transported,  manu- 
factured, is  not  so  easily  counterfeited,  occupies  less  space,  in 
short,  it  has  every  advantage  over  the  precious  metals  as  a 
medium  of  exchange. 

We  have  adverted  to  the  necessity  of  having  a measure  or 
standard  of  value,  and  the  desirability  of  having  this  standard 
comprise  the  money  of  a country.  It  is  not  ngcessary,  though, 
that  the  standard  be  a perfect  medium  of  exchange.  If  a good 
substitute  can  be  invented  for  this  purpose,  the  standard  of*  value 
may  be  a very  inconvenient  medium  of  exchange,  if  it  were 
actually  used  as  such,  because  there  would  be  little  need  for 
transferring  it  in  bulk.  The  chief  requisite  is  to  select  the  best 
measure  of  value,  that  is,  a thing  changing  least  in  value,  and 
which  can  be  so  represented  as  to  form  the  best  medium  of 
exchange;  in  other  words,  so  as  to  be  most  easily  counted,  car- 
ried, preserved  from  decay,  counterfeiting,  etc. 

Another  unportant  feature  in  the  medium  of  exchange  we‘  must 
not  overloo*  namely,  that  it  be  a representative  of  actual  value; 
that  the  thing  represented  can  be  easily  had  in  exchange  for  the 
representative.  In  creating  a currency  or  money  for  a country,  it 
does  not  follow  that  an  amount  of  money  must  always  be  kept 
on  hand  by  an  individual,  equal  to  the  representative  in  circula- 
tion, provided  the  issuer  have  ample  property  that  may  be  con- 
verted into  money.  This  is  the  principle  upon  which  the  National 
banks  are  chartered.  Their  circulation  is  secured,  not  by  gold  and 
silver  in  their  vaults,  but  by  bonds  in  the  possession  of  the  Govern- 
ment. So  long  as  these  are  ample  security  for  the  payment  of 
the  circulation,  no  one  will  object  to  receiving  the  representatives 
of  this  property.  In  1857,  when  all  the  banks  in  New  York 
failed,  that  is,  were  unable  to  pay  their  notes  in  specie,  no  one 
objected  to  receiving  their  bills,  because  they  were  fully  secured 
by  State  bonds  held  by  the  Comptroller  of  the  State.  The  need- 
ful thing  about  the  currency  is  to  provide  for  its  security.  Now, 
since  the  representative  of  value  is  to  be  preferred  to  the  thing 
possessing  value,  as  a medium  of  exchange,  provided  the  repre- 
sentative be  fully  secured,  since  the  measure  of  value  is  rarely 
ever  wanted  so  long  as  it  can  be  obtained,  it  makes  but  little 
difference  what  sort  of  thing  the  security  be  as  long  as  its  value 
is  unchanging.  Hence,  if  gold  and  silver  were  displaced  by  iron, 
for  instance,  no  one  would  be  subjected  to  inconvenience  or  loss. 

Does  any  one  doubt  this  statement  ? What  would  be  the  effect 
of  the  change  ? A bank  is  created  with  a capital  of  1,000,000 
tons  of  iron.  It  deposits  bonds  which  are  deemed  equivalent  in 
value  to  the  iron  with  the  United  States  Treasurer,  and  receives  a 
circulation  for  nine-tenths  of  the  metal,  that  is,  bank  notes  promis- 
ing to  pay  all  who  take  them  iron  in  exchange.  The  notes  of  the 
bank  circulate  because  they  are  secured  by  the  bonds;  it  is  of  no 
consequence  whether  the  bank  has  a pound  of  iron  or  not,  for  no- 
body wants  any.  All  the  bill-holders  want  to  know  is  that  their 
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bills  are  fully  secured;  and  so  long  as  this  is  the  case,  they  are 
content  Of  course,  a part  of  the  security  consists  in  having  the 
property  in  which  the  bills  are  finally  to  be  redeemed  of  as  nearly 
a fixed  value  as  anything  can  be.  If,  therefore,  iron  has  as  fixed 
a value  as  gold,  it  will  answer  just  as  well  as  a basis  for  money. 

But  one  may  say,  iron  is  of  various  qualities.  Very  true,  but 
that  will  cause  no  difficulty.  The  bank  makes  its  notes  payable 

in  a particular  quality  of  iron,  and  every  other  kind  of  iron  might 
be  graded  by  that  For  example,  the  iron  coming  from  the  Iron 
Mountain  in  Missouri,  we  will  say  is  taken  as  a standard. 
Rated  by  that,  we  will  say  that  the  iron  of  Michigan  is  worth  a 
quarter  Jess  or  a quarter  more,  that  the  iron  of  New  York  is 
worth  half  as  much  and  so  on.  Every  quality  of  iron  in  the  world 
could  be  easily  rated  according  to  the  standard,  and  every  bank 
could  make  its  notes  payable  in  standard  iron  or  other  kinds,  ac- 
cording to  their  value,  measured  by  the  iron  of  standard  quality. 
As  there  is  a great  abundance  of  iron  in  the  world,  and  as  it 
must  always  be  used,  no  trouble  would  ever  arise  in  getting  it  to 
redeem  any  promises  for  which  iron  was  pledged  in  payment.  Iron 
lias  value  for  the  same  reasons  as  gold.  The  two  are  in  the  same 
category.  If  gold  and  silver  become  worthless  so  that  they  could 
not  be  used  as  money,  there  would  be  no  difficulty  in  supplying 
dieir  place,  for  the  use  of  iron  as  a measure  of  value  and  paper 
as  a representative  for  iron  as  a medium  of  exchange,  would  sub- 
ject us  to  no  inconvenience,  and  the  world  hardly  know  that  a 
change  had  been  made. 


THIj  ACCEPTANCE  OF  DRAFTS  BY  TELEGRAPH. 

Superior  Court  of  Cincinnati.  Before  Judge  Tilden . 

The  Selma  Savings  Bank  of  Aiabama  v.  W.  S.  Devan  & Co.  Devan 
& Co.,  of  Cincinnati,  drew  a bill  on  Morey  & Co.,  of  Selma,  Alabama.  On 
the  day  before  its  maturity  Morey  & Co.,  unable  to  meet  it,  telegraphed  to 
Devan  & Co.,  for  permission  to  re-draw  on  them  for  the  amount  to  take  up 
the  bill.  Devan  & Co.,  on  the  same  day,  by  telegram,  answered : “ If  you 
will  allow  us  to  draw  on  you  at  two,  three  and  four  months,  we  will.” 
Thereupon  Morey  & Co.,  on  the  day  of  the  maturity  of  the  bill,  drew  at 
light  upon  Devan  & Co.,  and  advised  them  by  letter.  On  the  credit  of  these 
dooiments  the  Selma  Savings  Bank  discounted  the  sight  draft,  which  was 
duly  presented  to  Devan  & Co.,  and  payment  demanded  and  refused.  The 
action  was  to  recover  the  amount  of  the  draft  and  the  case  was  prosecuted 
to  the  Court  by  demurrer  to  the  petition. 

Held  : First. — That  where  money  is  bona  fide  advanced  upon  the  promise 
of  the  drawee  of  a bill  to  accept  and  pay,  such  promise  is  in  law  an  implied 
acceptance  of  it,  and  it  may  be  declared  on  as  an  acceptance,  this  circum- 
stance amounting  to  proof  of  the  acceptance,  so  as  to  establish  the  averment. 
Second. — Where  money  is  thus  advanced  on  a general  authority  to  draw, 
without  identifying  a particular  bill,  one  who  advances  money  on  the  credit  of 
it  is  entitled  to  recover  not  as  upon  an  acceptance,  but  upon  the  special  con- 
tract to  accept.  Third. — The  present  case  belongs  to  the  first  class.  The 
words  “we  will,”  in  the  telegram  of  Devan  & Co.,  sufficiently  refer  to  the 
bill  in  question  to  establish  its  identity;  and  a letter  to  Morey  & Co.,  an- 
nouncing that  they  had  drawn  at  sight,  was  a sufficient  compliance  with  the 
conditions  of  the  authority  of  Devan  & Co.  to  draw,  to  warrant  the  bank  in 
discounting  the  bill.  Demurrer  overruled. 
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USURY  AND  USURY  LAWS. 


The  original  signification  of  the  word  usury  was  money  paid 
for  the  use  of  money,  or  interest.  The  etymology  of  the  words 
usury*  and  interest  is  the  same,  but  in  modem  law  the  two  words 
signify  different  things. 

interest  is  the  premium  allowed  by  law  for  the  use  of  money; 
while  usury  is  the  taking  of  more  for  that  use  than  the  law  allows. 

In  the  early  times  usury  was  an  object  of  peculiar  detestation. 
It  was  held  in  England  to  be  absolutely  unlawful  for  a Christian 
to  take  any  kind  of  usury  or  interest,  and  whoever  was  found 
guilty  of  that  offence  was  punished  by  the  censures  of  the  church ; 
its  ordinances  were  employed  in  compelling  restitution  from  those 
who  had  violated  its  sacred  laws,  and  if  it  was  found  after  death 
that  the  deceased  had  been  a usurer  while  living,  under  the  ab- 
sctate  authority  of  the  king  his  chattels  were  forfeited  and  his 
beds  escheated. 

By  a statute  of  Henry  the  seventh,  usury  . is  declared  to  be  not 
only  against  the  law  of  God  and  the  laws  of  the  realm,  but 
against  the  law  of  nature,  as  causing  fruitfulness  in  that  which 
was  intended  to  be  barren. 

Usury,  or  the  taking  of  any  interest  for  the  use  of  money,  was 
thought  to  be  forbidden  by  the  Mosaic  enactments. 

Calvin,  the  famous  reformer,  was  one  of  the  first  to  point  out 
the  error  of  this  view  and  to  show  that  the  Mosaic  laws  applied 
to  money  lent  for  the  relief  of  distress,  and  not  to  that  advanced 
to  the  borrower  that  he  might  improve  it. 

The  true  spirit  of  usury  lies  in  taking  an  unjust  advantage  of 
the  necessities  of  the  borrower,  which  is  considered  by  all  Christian 
nations  an  offence  against  the  laws  of  morality  and  right. 

It  often  happens,  however,  that  one  must  borrow  at  a high 
rate  of  interest  or  sell  his  goods  at  a sacrifice.  When  one’s  affairs 
are  embarrassed  or  his  credit  impaired,  who  will  lend  him  at  the 
usual  rate  without  security?  What,  then,  is  he  to  do?  Can  any 
law  be  framed  that  will  help  him  ? It  might  as  well  provide  that 
he  shall  not  sell  his  goods  for  less  than  they  are  worth  as  to 
forbid  that  he  shall  pay  for  the  use  of  money  more  than  the 
usual  rate;  but  he  must  do  one  or  the  other,  and  it  will  defend 
upon  particular  circumstances  which  he  had  better  do.  The  law 
cannot  compel  any  one  to  lend  him  at  a fixed  rate,  and  is  there- 
fore useless  to  help  him. 

It  is  idle  to  suppose  that  by  providing  that  he  shall  not  pay 
more  than  a certain  rate  he  will  be  able  to  borrow  at  that  rate. 
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It  is  thought  justifiable  in  business  to  buy  goods  at  half  their 
value  if  possible.  The  law  provides  that  goods  may  be  sold 
by  the  sheriff,  if  even  at  half  or  a fourth  of  their  value,  if  a 
debtor  does  not  pay,  and  he  must  stand  idly  by  and  see  this  done 
because  the  legislature  has  tied  his  hands  by  a usury  law.  If  he 
were  allowed  to  borrow  at  such  rates  as  he  could,  he  would  be 
able,  sometimes,  to  save  not  only  his  goods,  but  his  credit  which 
may  be  invaluable. 

If  a person  be  deemed  incompetent  to  borrow  on  fair  terms, 
and  liable,  from  the  pressure  and  urgency  of  his  necessities,  to  im- 
position, how  can  he  be  yet  deemed  competent  to  sell  his  goods? 

Whatever  discourages  the  lending  of  money  must  injure  com- 
merce, by  stopping  to  that  extent  the  circulation  of  money  and 
thereby  limiting  the  productive  power  of  the  capital  and  industry 
of  the  country.  Free  trade  in  money  will  make  the  rate  lower 
than  any  statute  can.  Perfect  freedom  of  the  borrower  and  lender 
to  make  their  own  contracts  will  regulate  the  rate  better  than  any 
law.  Traders  do  not  regard  usury  laws  as  beneficial  to  trade. 

The  Chambers  of  Commerce  of  Dublin,  Manchester,  Birming- 
ham, and  Glasgow,  as  well  as  the  merchants  of  London,  petitioned 
Parliament  for  their  repeal.  The  Chamber  of  Commerce  of  New 
York  have  petitioned  the  Legislature  for  their  repeal  in  this  State. 

Many  of  the  best  minds  of  Europe  exposed  the  impolicy  of 
usury  laws  long  before  they  were  repealed.  Locke,  the  great 
philosopher,  said : “ Money  is  a universal  commodity  and  is  as  nec- 
essary to  trade  as  food  is  to  life ; everybody  must  have  it  at 
what  tate  they  can  get  it,  and  invariably  pay  dear  when  it  is 
scarce.  You  may  as  naturally  hope  to  set  a fixed  price  on  the 
use  of  houses  or  ships  as  money.  The  rate  is  no  more  capable 
of  being  regulated  than  the  price  of  land.” 

Bacon  says : “ If  a manufacturer  or  a tradesman  must  have 
money,  he  must  either  borrow  it  (if  there  is  a usury  law)  at  an 
unnecessarily  increased  rate  of  interest  or  be  forced  to  sell  his 
means  (be  it  land  or  goods)  for  under  their  value;  and  as  usury 
doth  but  gnaw,  bad  markets  would  swallow  him  quite  up.”  And: 
“ It  would  be  vanity  to  suppose  there  can  be  borrowing  without 
profit,  and  great  inconveniences  would  arise  if  borrowing  were 
cramped.” 

All  experience  teaches  how  impossible  it  is  to  fix  by  laws  a max- 
imum rate  of  interest  for  all  occasions.  The  rate  will  depend 
upon  various  conditions,  such  as  the  demand,  the  facilities  of  the 
borrower  and  the  security  he  offers. 

Usury  laws  increase  the  difficulties  of  the  borrower  whom  they 
are  intended  to  protect,  and  render  his  situation  worse,  for  when 
he  must  have  money,  he  must  pay  more  than  the  legal. rate,  and 
the  lender  breaks  or  evades  the  law,  and  consequently  indemnifies 
himself  for  the  danger  he  undergoes  of  suffering  the  penalty.  The 
rate  increases  in  proportion  to  the  severity  of  the  prohibition. 
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Kelley,  an  able  writer  on  this  subject,  says:  “ With  respect  to  the 
efficacy  of  enacting  laws  for  the  purpose  of  protecting  men  against 
themselves,  however  desirable  if  it  could  be  accomplished,  it  must 
now,  it  is  conceived,  be  given  up  as  useless  and  impracticable  since 
centuries  of  experience  convince  us  that  such  laws  tend,  in  a great 
degree,  to  accelerate  the  ruin  of  those  very  persons  for  whose 
special  protection  they  were  designed;  and  it  may  well  be 
doubted  whether  in  other  respects  they  do  not  lead  to  greater 
immoralities  than  they  repress,  by  producing  peijury,  in  the  tempta- 
tion held  out  to  unprincipled  men  to  share  in  the  enormous  pen- 
alties which  these  laws  inflict,  as  well  as  in  attempts  by  such 
means  to  avoid  the  payment  of  debts  honestly  incurred.” 

The  prices  of  nearly  all  commodities  were  once  fixed  by  statute, 
but  those  days  of  political  darkness  are  gone ; the  usury  laws 
are  their  only  remaining  relic,  and  it  is  to  be  hoped  the  further 
increase  of  knowledge  will  ere  long  cause  them  to  disappear. 

A great  change  has  been  effected  of  late  years  in  the  minds  of 
the  people.  In  1839  the  usury  law  was  repealed  in  England, 
as  it  since  has  been  in  most  of  the  nations  of  Europe.  It  is  now 
admitted  there  that  the  operation  of  such  laws  tended  only  to 
raise  the  real  rate  of  interest  by  driving  men  in  distress  to  adopt 
extravagant  methods  of  raising  money.  No  axiom  is  better  estab- 
lished there  than  that  money,  like  water,  will  seek  ^ts  own  level. 

A change  in  the  sentiment  of  this  country  is  going  on  also. 
In  many  of  the  United  States  there  are  now  no  usury  laws.  Par- 
ties are  permitted  to  contract  for  such  rates  as  they  may  agree 
opon  in  Maine,  Massachusetts,  Rhode  Island,  and  Connecticut, 
these  States  having  repealed  their  usury  laws  within  a few  years. 

Those  States  which  now  have  statutes  to  repress  usury,  are  Ala- 
bama, Delaware,  Illinois,  Iowa,  Kansas,  Louisiana,  Missouri,  New 
Jersey,  New  York,  North  Carolina,  and  Wisconsin,  while  in  Penn- 
sylvania, Michigan,  Mississippi,  and  a few  other  States,  the  rate 
of  interest  is  prescribed,  with  a provision  that  if  more  is  agreed 
to  be  taken  the  excess  shall  be  forfeited.  In  most  of  the  remain- 
ing States  parties  are  left  to  regulate  the  subject  at  discretion  by 
agreement  in  writing,  a statute  fixing  the  rate  when  no  agree- 
ment is  made.  Where  there  is  no  statute  there  is  no  usury — that 
is,  there  is  no  usury  at  common  law. 

The  penalty  in  New  York  is  more  severe  than  in  any  other 
State  in  the  Union.  It  is  forfeiture  of  principal  and  interest  and  a 
fine  and  imprisonment.  Attempts  are  made  at  every  session  of 
the  Legislature  to  repeal  or  modify  the  law,  but  without  success. 

The  usury  laws  of  the  different  States,  in  which  such  laws  exist, 
differ  in  many  of  their  provisions,  but  what  constitutes  usury  in 
one  State  constitutes  it  in  another,  and  the  decisions  on  this  point 
in  one  State  are  generally  applicable  in  another. 

To  constitute  usury  it  is  necessary  that  there  be  a loan  of 
money.  It  need  not  be  in  the  form  of  a loan  but  must  be  one 
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in  fact ; and  whether  the  transaction  is  a loan  or  not  is  a question 
for  the  jury.  The  loan  of  one’s  credit  is  not  usury;  a pretended 
sale  with  intent  to  disguise  a loan  and  evade  the  statute  against 
usury  is  held  Usurious;  a deed  absolute  on  its  face,  where  there 
is  an  agreement  that  the  property  shall  be  deeded  back  on  the 
payment  of  a certain  sum,  has  been  held  to  be  only  a mortgage, 
the  transaction  a loan  disguised,  and  the  usury  laws  applying  to  it. 

There  is  usury  in  a transaction  if  more  than  the  legal  rate  is 
paid  or  reserved,  whether  in  the  form  of  interest,  or  included  in  the 
principal;  that  is,  if  the  note  be  for  more  than  the  loan  and  legal 
interest  would  amount  to,  or  if  the  excess  be  taken  or  reserved  as 
a bonus,  the  transaction  is  usurious. 

It  is  necessary  also  that  there  should  be  a corrupt  intent  to 
take  more  than  the  legal  rate.  If  the  parties  did  not  intend 
to  do  the  thing  forbidden,  no  penalty  attaches.  There  is  a dif- 
ference between  a mistake  of  law  and  a mistake  of  fact.  Ignor- 
ance of  law  will  not  excuse  parties  who  violate  it,  but  ignorance 
of  fact  will.  In  order  for  the  usury  law  to  apply,  it  is  not  necessary 
that  the  parties  should  intend  to  violate  the  law,  but  it  is  necessary 
that  they  should  intend  to  do  the  act  which  the  law  forbids.  If 
one  takes  more  than  the  legal  rate  by  a mistake  in  computa- 
tion there  is  no  usury  and  no  penalty  applies. 

A promissory  note  given  bona  fide  in  the  usual  course  of  busi- 
ness for  a valuable  consideration,  may  be  sold  for  what  it  will 
fetch,  and  there  is  no  usury,  although  the  discount  may  be  greater 
than  the  legal  interest.  An  accommodation  note,  however,  is  differ- 
ent. If  the  note  is  loaned  to  raise  money  on,  and  sold  at  a dis- 
count exceeding  the  lawful  interest,  it  would  be  usurious. 

In  some  cases,  New  York  for  example,  the  statute  declares 
every  contract  founded  in  usury  absolutely  void.  It  is  so  even  in  the 
hands  of  an  innocent  holder,  and  cannot  be  enforced  by  any  one. 

In  other  States,  the  statute  declares  that  the  principal  and  legal 
interest  may  be  collected,  and  makes  it  void  only  as  to  the  excess. 

It  sometimes  declares  a usurious  contract  void  as  between  the 
original  parties,  but  valid  in  the  hands  of  an  innocent  holder. 

An  innocent  holder  is  one  who  takes  the  note  or  bill  before 
maturity  without  knowledge  of  any  defence  to  it,  and  who  parts 
with  value  at  the  time  of  the  transfer  to  him.  If  it  is  transferred 
on  account  of  an  indebtedness  already  existing  he  is  not  protected. 

The  laws  of  the  different  States  sometimes  conflict,  when  the 
question  arises  which  shall  determine  the  validity  of  a contract. 
The  general  rule  is  that  the  laws  of  the  State  where  the  con-, 
tract  was  made  shall  determine,  but  if  it,  by  its  terms,  is  to  be 
performed  in  another  State,  the  laws  of  the  latter  shall  govern. 
If  such  a contract  be  forbidden  by  the  law  of  the  State  where  made, 
and  is  to  be  performed  in  another  State  for  the  purpose  of  evading 
the  law  of  the  former,  this  rule  does  not  apply.  If  void  by  the 
law  of  the  State  where  it  was  made,  it  is  void  everywhere. 
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THE  USURY  LAWS  OF  THE  STATES  AND 
TERRITORIES, 

with  Recent  Decisions  under  them. 


I.  Alabama. 

Eight  per  cent,  is  the  legal  rate  of  interest.  All  interest  is  for- 
feited and  the  defendant  recovers  costs  where  a higher  rate  is 
taken  or  agreed  to  be  taken. 

Usury  in  the  note  on  which  a judgment  at  law  is  founded,  con- 
stitutes no  ground  for  equitable  relief  against  the  judgment,  unless 
a sufficient  excuse  is  shown  for  the  failure  to  make  the  defense  at 
law. — McCollum  v.  Prewitt,  Alabama  Reports,  vol.  37,  p.  574. 

Where  a debtor  borrows  money  at  usurious  interest,  gives  a 
mortgage  or  deed  of  trust  to  seqjure  its  payment,  and  afterwards 
comes  into  equity  for  relief,  he  will  be  required  to  pay  the  prin- 
cipal sum  due,  with  legal  interest  thereon;  but  rests  will  not  be 
allowed  at  each  renewal  of  the  debt,  so  as  to  convert  the  legal 
interest  then  due  into  principal. — McGehee’s  Administrator  v . 
George,  Alabama  Reports,  vol.  38,  /.  323. 

The  defense  of  usury  can  only  be  set  up  by  a party  to  the 
usurious  contract,  or  by  some  one  having  an  interest  in,  or  preju- 
diced by  the  same. — Lehman,  Durr  & Co.  v.  Marshall,  Ala. 
Reports,  vol.  47,  323. 

A debtor  may  pay  usurious  interest  on  his  debt,  and  he  may 
convey  his  property  for  that  purpose;  and  he  alone  can  avail 
himself  of  the  defense  of  usury. — Fielder  v.  Varner,  Ala . Reports, 
45>  /•  429. 

Usury  is  a personal  defense,  and  cannot  be  taken  advantage  of 
by  a judgment  creditor  of  the  borrower. — Baskins  v . Calhoun, 
Alabama  Reports , vol.  45,  p.  582. 

A mortgage  is  not  fraudulent  on  account  of  usury  in  the  debt 
ffitended  to  be  secured,  when  the  usury  is  not  so  excessive  as  to 
tender  the  debt  a simulated  one. — Baskins  v.  Calhoun,  Alabama 
Reports,  vol 45,  /.  582. 


II.  Arizona  Territory. 

In  the  absence  of  a contract  the  legal  rate  is  ten  per  cent.,  but 
parties  may  agree,  in  writing,  upon  any  rate,  and  a judgment  on 
such  contract  shall  bear  interest  at  the  same  rate  as  agreed  upon 
the  contract. 
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III.  Arkansas. 

When  no  rate  is  agreed  upon,  the  legal  rate  is  six  per  cent. 
Parties  may  agree  upon  any  rate.  The  constitution  prohibits  the 
passage  of  any  usury  law  by  the  legislature. 

Where  the  action  is  upon  a writing  obligatory  for  the  pay- 
ment of  money,  and  the  plea  sets  up  that  it  was  agreed  be- 
tween the  parties  thereto  that  it  should  be  paid  in  Confederate 
money,  which,  at  the  time  the  contract  was  made,  was  worth  but 
twenty  cents  on  the  dollar,  Held,  that  the  plea  sets  up  a parol* 
contract,  different  in  terms  from  that  declared  upon,  and  which 
presents  no  ‘valid  defense  to  the  action. 

The  plea  of  usury  must  always  aver  the  intention  to  take  or 
reserve  more  than  the  legal  rate  of  interest. 

Where  the  contract,  by  its  terms,  does  not  import  usury,  it 
must  be  proved  that  there  was  some  corrupt  agreement,  device  or 
shift,  to  cover  usury. 

The  fact  that  a contract  in  terms,  payable  in  so  many  dollars, 
and  drawing  ten  per  cent,  interest,  was  in  fact  agreed  to  be  paid 
in  Confederate  money,  which  was  greatly  depreciated,  is  not  alone 
sufficient  to  prove  an  intention  to  reserve  more  than  the  legal  rate 
of  interest. — Moody  v.  Hawkins,  Arkansas  Reports , vol.  25,  p.  191.  • 

To  constitute  usury  there  must  always  be  a loan  in  contem- 
plation by  the  parties. 

No  contract  which,  in  its  inception,  is  unaffected  by  usury,  can 
ever  be  invalidated  by  any  usurious  transaction.  To  constitute 
usury  there  must  be  an  intent  to  contract  for  and  to  take  usurious 
interest. 

A note  for  $ 700,  bearing  interest  at  ten  per  cent.,  the  consid- 
eration of  which  was  oxen,  worth  $ 200  and  $ 500  of  Confed- 
erate money  worth  but  fifty  cents  on  the  dollar,  is  not  usurious 
in  its  inception. 

The  facts  and  acts  which  constitute  usury  and  an  usurious 
interest,  must  be  averred  in  the  plea  with  certainty  and  not  left 
to  inference. — Jordan  v.  Mitchell,  Ark.  Reports , vol.  25,  /.  258. 

While  the  law  of  the  place  of  the  contract  interprets  and 
construes  it — the  law  of  the  place  where  it  is  put  in  suit  deter- 
mines all  questions  as  to  the  manner  in  which  the  same  may  be 
enforced. 

Usury  should  be  specifically  pleaded;  it  is  not  sufficient  to 
aver  that  a note  was  made,  signed,  sealed  and  delivered  at  a 
particular  place ; facts,  sufficient  to  show  the  intention  of  the 
parties,  should  be  averred. 

A corrupt  agreement  and  the  intention  to  take  or  reserve  more 
than  the  legal  rate  of  interest,  are  essential  ingredients  in  all 
usurious  contracts,  and  must  be  averred  in  a plea  of  usury. — 
Laird  v.  Hodges,  Ark . Reports,  vol.  26,  p.  356. 
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TV.  California. 

The  legal  rate  is  ten  per  cent,  from  the  time  the  debt  becomes 
due  till  judgment  is  entered,  after  which  it  draws  seven  per  cent. 
Parties,  however,  may  agree  upon  any  rate. 

By  the  use  of  the  term,  legal  interest,  in  a statute,  must  be 
understood  interest  at  a rate  per  cent,  fixed  by  law  in  the  absence 
of  special  contract,  at  the  date  of  the  passage  of  the  act. — 
Beals  v.  Amador  County,  35  California , p.  625. 

Without  an  express  contract  in  writing  made  by  the  testator, 
providing  for  a higher  rate  of  interest  than  ten  per  cent,  per 
annum,  the  executors  have  no  authority  to  consertt  to  the  entry 
of  a judgment  bearing  a greater  rate  of  interest  than  ten  per  cent, 
per  annum;  and  if  they  do  so  they  should  be  charged  with  the 
excess  of  interest  in  their  final  account. — Matter  of  Estate  of 
Isaacs,  30  California,  /.  105. 

Where  A executes  a promissory  note  to  B,  bearing  interest  at 
three  per  cent,  per  month,  and  C,  D,  and  E sign  the  note  as 
sureties  for  A,  and  B afterwards  recovers  judgment  on  the  note 
against  A,  the  maker,  and  the  sureties,  and  the  sureties  pay  the 
judgment;  in  an  action  by  the  sureties  against  the  maker  for 
the  money  thus  paid,  they  can  only  recover  judgment  for  the 
amount  of  money  paid,  with  interest,  at  the  rate  of  ten  per  cent, 
per  annum,  from  the  time  of  payment. 

Where  there  is  no  agreement  of  contract  in  writing,  fixing  a 
different  rate  of  interest,  parties  are  limited  in  their  recovery  to  ten 
per  cent,  per  annum. 

The  rate  of  interest  fixed  in  a promissory  note  is  not  a con- 
tract or  agreement  in  writing  between  the  maker  of  and  sureties 
°n  the  note. — Smith  v.  Johnson,  23  California , p . 63. 

The  act  of  March  30th,  1868  (Statutes  1867-8,  p.  553),  reduced 
the  rate  of  interest  in  case  of  the  absence  of  a 'contract  from 
ten  to  seven  per  cent,  per  annum ; and  the  effect  was  that  though 
ten  per  cent,  might  be  computed  up  to  the  taking  effect  of 
that  act,  only  seven  per  cent,  was  allowable  afterwards. 

The  act  of  March  30th,  1868  (Statutes  1867-8,  p.  553),  reducing 
the  rate  of  interest,  was  only  prospective  in  its  operation,  and  was 
intended  to  take  away  or  impair  rights,  which  had  already 
accrued  under  the  prior  statutes. — White  v . Lyons,  42  Cal.,  p.  279. 


V.  Colorado. 

Parties  may  agree  upon  any  rate  if  settled  in  writing.  In  the 
ahsence  of  an  agreement  the  legal  rate  is  ten  per  cent. 


VJ-  Connecticut. 

Parties  may  agree,  in  writing,  upon  any  rate.  In  the  absen 
°*  an  agreement  the  rate  is  six  per  cent. 
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VII.  Dacotah.* 

Seven  per  cent,  is  the  legal  rate  in  the  absence  of  an  agree- 
ment. 

Parties  may  stipulate  for  any  rate,  not  to  exceed  eighteen  per 
cent.  Usury  renders  the  contract  void.  Neither  principal  nor 
interest  can  be  recovered. 


VIII.  Delaware. 

The'  legal  rate  is  six  per  cent.  The,  penalty  for  usury  is  the 
forfeiture  of  principal  and  interest. 

In  an  action  upon  a promissory  note  against  an  endorser,  the 
maker  of  it  is  a competent  witness  for  the  defendant. 

No  action  will  lie  against  the  endorser  of  a promissory  note  for 
the  accommodation  of  the  jnaker,  by  the  holder  of  it  who  dis- 
counted it  for  the  latter  with  the  knowledge  of  its  character,  at 
a higher  rate  of  discount  than  six  per  cent.,  for  it  was  in  effect  a 
loan  of  money  to  the  amount  advanced  upon  it,  within  the 
meaning  of  the  statute  against  usury,  and  as  such  was  void  for 
that  reason,  notwithstanding  the  statute  does  not  in  terms  provide 
or  declare  that  a loan  or  contract  made  contrary  to  the  provisions 
of  it  shall  be  void. — Cook  v.  Peirce,  Houston's  Delaware  Reports, 
vol.  2,  p.  499. 

In  an  action  of  debt  qui  tam  under  the  statute  against  usury, 
to  recover  the  forfeiture  and  penalty  imposed  by  it,  at  the  suit  of 
the  surety,  the  principal  in  the  bond  given  to  secure  the  payment 
of  the  money  borrowed  is  a competent  witness  to  prove  the  usury. 

The  offence  is  consummated,  the  forfeiture  is  incurred,  and  the 
cause  of  action  accrues  under  the  statute,  not  when  the  loan  is 
contracted  and  the  money  is  advanced  by  the  lender,  but  when 
the  debt  is  paid  by  the  borrower;  and  the  forfeiture  -ought  not  to 
exceed  the  actual  amount  lent  without  interest  .thereon. — Gardner 
v.  Daniel,  Houston's  Del \ Reports , vol.  2,  /.  300. 


IX.  District  of  Columbia. 

The  legal  rate  is  six  per  cent.,  but  parties  may  agree,  in  writing, 
for  any  rate  not  to  exceed  ten  per  cent.  An  agreement  to  receive 
more  than  six  per  cent.,  if  verbal,  or  to  receive  more  than  ten,  in 
writing,  forfeits  the  whole  interest.  Only  principal  can  be  re- 
covered, and  the  whole  interest  may  b?  recovered  back  if  suit  is 
commenced  within  one  year  from  the  payment  of  the  interest. 
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X.  Florida. 

Eight  per  cent  is  the  legal  rate  in  the  absence  of  an  agree- 
ment. Parties  may  agree  upon  any  rate.  The  usury  laws  have 
been  repealed. 

The  statute  of  usury  (Th.  Dig.,  234,  S.  I.)  refers  to  contracts 
of  the  loan  of  money  or  things  of  value  for  a specified  interest  or 
compensation  for  their  use,  according  to  their  value;  and  such 
contracts  as  provide  for  a certain  uncontingent  repayment  of  the 
principal  sum  or  value,  and  a certain  uncontingent  rate  in  value 
for  its  use,  and  unless  a contract  is  in  violation  of  this  principle, 
it  does  not  come  within  the  prohibition  of  the  statute,  and  there- 
fore. a contract  to  repay  one  and  a-half  bushels  of  com  within  a 
year  for  one  bushel  advanced,  is  not  within  the  prohibition  of  the 
statute  of  usury,  because  the  value  of  the  article  is  fluctuating,  and 
the  increased  quantity  may  not  be  equal,  in  money  value,  at  the 
time  of  payment,  to  the  value  of  the  principal  or  thing  loaned  at 
the  time  of  the  loan. — Morrison  v.  McKinnon,  12  Fla . Rep.,  p.  552. 

The  compounding  of  interest  is  not  usurious  under  the  laws  of 
this  State  which  limited  the  rate  of  interest. — County  Commissioners 
of  Columbia  County  v.  King,  vol.  13,  Florida  Reports , p.  451. 


XI.  Georgia. 

The  legal  rate  is  seven  per  cent,  in  the  absence  of  an  agree- 
ment: Parties  may  fix  their  own  rate,  if  in  writing.  There  is  no 

usury  law. 

Where  one  partner  borrowed  money  in  the  name  of  the  firm 
and  promised  to  pay  usurious  interest,  the  other  partner  cannot 
set  up  the  illegality  of  the  contract  and  thereby  defeat  the  right 
of  the  creditor  to  recover  back  from  the  partnership  his  principal 
and  legal  interest.  Under  our  law  the  contract  is  illegal  to  the 
extent  of  the  usurious  interest  only. — Dillon  v.  McRae,  40  Georgia 
Reports , p.  107. 

A contract  to  pay  money  at  a subsequent  period,  with  interest 
to  be  paid  annually  and  if  the  interest  be  not  paid  annually  then 
to  become  principal,  is  valid;  it  is  neither  usurious,  unconsciona- 
ble, nor  contrary  to  public  policy,  and  the  courts  will  enforce  such 
a contract.  If  the  interest  accruing  be  not  paid,  when  due,  suit 
may  be  maintained  to  collect  it. — Scott,  Trustee,  v.  Saffold,  37 
Georgia  Reports , p.  384. 


XII.  Idaho. 

The  legal  rate  in  the  absence  of  an  agreement  is  ten  per  cent., 
but  parties  may  agree,  in  writing,  upon  any  rate  not  to  exceed 
twenty-four  per  cent.  The  party  receiving  a higher  rate  forfeits 
three  times  the  excess  and  is  liable  to  a fine  of  three  hundred 
dollars  or  six  months’  imprisonment,  or  both. 
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XIII.  Illinois. 

The  legal  rate  is  six  per  cent.,  except  that  by  agreement  it  may 
be  not  to  exceed  ten.  If  a higher  rate  is  taken  or  agreed  to  be, 
the  whole  interest  is  forfeited. 

Usurious  transactions,  from  the  actual  or  presumed  disparity  of 
condition  between  the  parties,  the  borrower  being  generally  con- 
trolled by  a necessity  which  places  him  measurably  within  the 
power  of  the  lender,  have  ever  formed  an  exception  to  the  general 
rule  that  parties  shall  be  deemed  in  pari  delicto,  when  they  inten- 
tionally participate  in  the  violation  of  law,  the  borrower  being 
regarded  as  under  such  constraint  of  circumstances,  such  moral 
duress,  as  to  take  from  hijn  the  character  of  particeps  criminis. — 
Hewitt  v.  Dement,  57  III.,  p.  500. 

A purchaser  of  land  being  unable  to  meet  his  payments 
promptly,  executed  to  his  vendor  a new  note,  payable  in  gold 
coin,  or  in  United  States  treasury  notes,  with  a premium  to  be 
added  equal  to  the  difference  between  the  value  of  gold  and 
treasury  notes,  on  a certain  day,  which  was  largely  more  than  the 
rate  of  interest  allowed  by  law.  The  original  contract  was  paya- 
ble in  treasury  notes.  Held,  the  new ' note  was  usurious,  as  it 
gave  to  the  vendor  more  than  the  legal  rate  of  interest. — Gates  ir, 
Hackethal,  57  III.,  p.  534. 

A promissory  note  was  given  for  $ 146.15,  payable  eighty  days 
after  date,  with  interest  at  twenty-four  per  cent,  per  annum,  after 
maturity,  as  compensation  and  damages  for  non-payment.  Held, 
that  rate  of  interest  was  recoverable,  to  be  computed  from  and 
after  the  maturity  of  the  note,  if  it  wa £ not  then  paid.  Such  a 
note  is  not  usurious. — Davis  v.  Rider  et  al , 53  III.,  p.  416. 

A note  executed  in  this  State,  payable  in  New  York,  renewable 
at  intervals  of  sixty  or  ninety  days,  the  maker  paying  the  exchange, 
is  not  usurious. — Griffin  v.  Marine  Co.  of  Chicago,  52  III.,  p.  132. 

Under  the  interest  law  of  1853,  a corporation  cannot  interpose  the 
defense  of  usury  in  any  action. — American  Central  Railway  Co.  v. 
Miles,  52  III.,  174. 

On  a note  or  account  made  in  another  State,  and  the  rate  of 
interest  is  not  named  in  the  note,  and  there  is  no  proof  of  the 
rate  of  interest  notes  and  accounts  bear  where  the  indebtedness 
was  incurred,  it  is  error  to  allow  more  than  the  rate  allowed  by 
our  law  in  the  absence  of  contract. — Hall  v.  Kimball,  58  III.,  p.  58. 

The  law  allowing  interest  at  the  rate  of  ten  per  cent,  to  be  con- 
tracted for,  there  is  no  objection  to  an  agreement  to  pay  that  rate 
of  interest  in  consideration  of  forbearance  in  the  collection  of  a 
note  drawing  only  six  per  cent,  interest. — Austin  v.  Bainter,  50 
Illinois,  308. 

Where  one,  who  has  collected  money  for  another,  agrees  ver- 
bally to  pay  ten  per  cent,  interest  thereon,  in  a suit  to  recover  the 
money,  interest  at  that  rate  should  be  allowed. — Carr  v.  Miner,  42 
Illinois,  180. 
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Where,  on  bill  filed  to  redeem  from  a mortgage,  an  amount  is 
found  to  be  due  the  mortgagee  on  the  19th  of  February,  1856, 
upon  which  the  mortgagor  had  agreed  to  pay  interest  at  ten  per 
cent.,  the  iifterest  law  of  1849,  being  then  in  force,  would  govern 
the  rate  of  interest,  and  it  appearing  the  transaction  was  not  for 
money  loaned,  and  usury  being  relied  upon,  only  six  per  cent- 
was  allowed. — Cushman  v . Sutphen,  42  Illinois,  256. 

A party  cannot  recover  back,  either  at  law  or  by  bill  in  equity, 
usurious  interest  which  he  has  paid. — Pitts  et  al.  v.  Cable,  44  ////J 
nois , 103. 


XIV.  Indiana. 

The  legal  rate  is  six  per  cent,  where  there  is  no  contract- 
parties  may  agree,  in  writing,  upon  a rate  not  to  exceed  ten  per 
cent  All  interest  exceeding  ten  per  cent,  per  annum  is  usurious 
as  to  the  excess  only. 

By  a law  passed  in  February,  1873,  judgments  shall  draw  the 
same  rate  as  contract,  not  exceeding  ten  per  cent,  on  contracts 
made  since  that  law  was  passed. 

The  interest  law  of  March  9th,  1867,  rendered  valid  contracts 
for  interest  at  a greater  rate  than  six  per  cent.,  made  before  its 
passage. — Highfill  v.  McMickle,  Administrator,  39  Ind.,  270. 

One  who  has  paid,  or  agreed  to  pay,  interest  at  a higher  rate 
than  ten  per  centum  per  annum,  can  only  recoup  or  defend  against 
the  excess  over  ten  per  cent. — Yancy  et  al.  v.  Teter  ct  al.,  39 
bid.,  305. 

Usurious  interest  paid  at  a time  when  the  interest  law  of  1865 
was  in  force,  cannot  be  recovered  back  or  constitute  a defense  in 
a suit  for  the  principal. — Bowen  et  al.  v . Wood,  35  Ind.,  268. 

The  law  in  force  at  the  time  the  remedy  is  sought  upon  a con- 
tract governs  as  to  questions  of  usury. — Perrin  v.  Lyman’s  Admin- 
istrator, 32  Ind.,  16. 

An  agreement  for  a usurious  rate  of  interest  does  not  make  a 
contract  void. — Charlton  et  al.  v . Tardy,  28  Ind.,  452. 

Where  a person  contracts  for  the  payment  of  a higher  rate  of 
interest  than  can  at  the  time  be  lawfully  contracted  for,  but  the 
law  in  force  at  the  time  the  remedy  is  sought  against  him  allows 
parties  to  contract  for  the  payment  of  such  higher  rate,  the  latter 
law  controls. — Klingensmith  et  al.  v.  Reed,  31  Ind.,  389. 

The  act  of  1867,  increasing  the  maximum  rate  of  interest  to  ten 
per  cent.,  when  that  rate  is  provided  for  by  contr^,  in  writing, 
does  not  affect  the  third  section  of  the  act  of  1861,  enacting,  that 
interest  on  a judgment,  or  decree  for  money,  shall  be  from  the 
date  of  signing  until  the  same  be  satisfied,  at  the  rate  per  cent.. 
agreed  upon  by  the.  parties  in  the  original  contract,  not  exceeding 
six  per  cent.,  and  if  there  was  no  contract  by  the  parties  as  to 
interest,  then  at  the  rate  of  six  dollars  a year  on  one  hundred 
dollars. — Smith  v.  Thomas,  31  Ind.,  280. 
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XV.  Iowa. 

The  legal  rate  is  six  per  cent.,  except  that  by  agreement  it  may 
not  be  to  exceed  ten.  If  a higher  rate  is  agreed  upop  the  plaint- 
iff cannot  recover  any  interest  or  costs. 

A decree  ordering  the  reconveyance  of  land  held  under  an  ab- 
solute deed,  as  security  for  the  payment  of  a note  tainted  with 
usury,  should  require,  as  a condition  precedent  to  such  recon- 
veyance, a payment  of  the  sum  actually  found  due  the  holder  of 
'the  note. — Vennum  v.  Babcock  et  a/.,  13  Iowa,  194. 

Where  money  is  borrowed  at  usurious  interest,  and  a part 
thereof,  with  the  usury,  is  paid,  and  a note  given  at  a legal  rate 
of  interest  for  the  balance,  the  contract  is  tainted  with  usury. — 
Callanan  et  at.  v.  Shaw,  24  Iowa , 441. 

If  the  maker  of  a usurious  note  represents  to  a person  about  to 
purchase  the  same,  that  there  was  no  usury  in  it,  and  such  person 
takes  it  upon  the  faith  of  such  representations,  and  without  any 
knowledge  of  its  being  usurious,  the  maker  is  estopped  from  after- 
ward setting  up  the  defense  of  usury;  aliter , if  such  representations 
were  not  relied  upon,  or  the  assignee  had  knowledge  of  the  usury. 
— Callanan  et  a/,  v.  Shaw,  24  Iowa,  441. 

The  provisions  of  the  statute  against  usury  apply  not  only  to 
contracts  for  the  loan  of  money,  but  to  those  of  purchase  or  sale 
of  real  estate  and  to  all  contracts  wherein  an  unlawful  rate  of 
interest  is  provided  for. — Callanan  et  at.  v.  Shaw,  24  Io7oa,  441. 

The  bona  fide  purchase  of  an  accommodation  note  by  a person 
ignorant  of  the  character  of  the  paper,  for  a less  sum*  than  its 
face,  or  at  a greater  rate’ of  discount  than  legal  interest,  is  not  a 
usurious  transaction;  and  the  defense  of  usury  is  not  available  by 
the  maker  in  an  action  against  him  on  the  note  by  such  holder. 
— Dickerman  v . Day  et  a/.,  31  Iowa,  444. 


XVI.  Kansas. 

The  legal  rate  is  seven  per  cent,  where  there  is  no  contract, 
but  parties  may  agree,  in  writing,  upon  any  rate  not  to  exceed 
twelve  per  cent.,  and  the  judgment  shall  bear  the  same  rate  as  the 
contract,  not  exceeding  twelve  per  cent. 

Usury  forfeits  excess  over  twelve  per  cent. 

A mortgage  made  in  July,  1868,  covenanted  for  the  payment  of 
the  debt  secured,  and  for  twelve  per  cent,  interest  thereon,  and 
the  further  sum  of  two  hundred  dollars  liquidated  damages,  in  case 
of  foreclosuiwbf  the  mortgage : Held,  that  the  stipulation  for  liqui- 
dated damages  in  such  case  is  in  contravention  of  the  law,  and 
void. — Kurtz  v.  Sponable,  Kansas  Reports,  vol.  6,  p.  395. 

The  taking  of  full  legal  interest  in  advance  on  a loan  upon  note 
and  mortgage  for  one  year  is  not  usurious. — Tholen  v.  Duffy. 
Kansas  Reports,  vol.  7,  p.  405. 
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XVII. — Kentucky. 


The  rate  is  six  per  cent.,  but  parties  may  contract  in  writing  for 
a rate  not  exceeding  ten  per  cent,  per  annum,  and  a judgment 
will  draw  the  rate  provided  for  in  the  contract,  not  to  exceed  ten 
per  cent.,  except  in.  case  of  the  death  of  the  payor;  the  contract,, 
after  maturity,  will  bear  only  six  per  cent.  Judgments  will  bear 
the  same  rate  as  the  contract  in  writing,  not  to  exceed  ten  per 
cent.  An  agreement  to  receive  more  than  ten  per  cent,  forfeits  the 
whole  interest,  and  if  the  lender  refuse  a tender  of  the  principal 
without  interest  before  suit  he  will  have  to  pay  the  cost  of  suit. 

A defendant  in  an  action  who  has  permitted  judgment  by  default, 
and  who  has  paid  off  and  satisfied  the  same  upon  execution,  can 
afterward  maintain  an  action  in  equity  against  the  plaintiff  for 
usury  embraced  in  said  judgment,  notwithstanding  he  knew  when 
the  judgment  was  rendered,  and  when  the  money  was  paid,  that 
the  usury  was  embraced  in  the  judgment. — Ross  v.  Ross,  3 Met. 

247. 

A defendant  sued  for  usury  pleaded  : that  he  had  sued  on  the 
debts  alleged  to  have  embraced  the  usury  and  obtained  judgment 
at  law:  that  execution  issued  on  the  judgment  was  returned  “no 
property,”  and  that  he  had  subsequently  sued  in  equity  to  subject 
the  interest  of  the  plaintiff  in  certain  lands  to  the  payment  of  the 
debts,  which  had  been  done,  and  the  debts  satisfied.  Held,  that 
these  facts  presented  no  defense  to  the  action. — Scott  v.  Shrop- 
shire, 2 Duv.  Ky .,  153. 

A firm  of  bankers  held  the  note  of  H for  $ 6,000,  which  one  of 
the  firm  assigned  to  his  son  as  an  advancement.  The  obligor 
took  up  the  note  by  giving  two  notes  payable  to  two  other  per- 
sons, who  indorsed  them  to  the  son.  In  an  action  by  the  latter  on 
the  two  notes,  the  obligor  alleged  and  proved  that  the  firm  were 
the  owners  of  the  notes  sued  on,  and  that  he  had  paid  them  large 
amounts  of  usury  on  the  transaction.  Held , that  he  was  entitled 
ta  an  abatement  for  the  usury  so  paid. — Humphreys  v.  Pearce,  1 
Lhrvall , 237. 

On  the  1 st  of  August,  1862,  A borrowed  of  G legal-tender  Uni- 
ted States  treasury  notes,  and  agreed  to  pay  their  nominal  amount 
in  gold,  with  usurious  interest,  and  executed  his  several  notes 
therefor,  payable  in  one,  two,  three  and  four  years.  Held,  that  to 
the  extent  of  the  difference  between  the  value  of  the  currency 
when  loaned  and  gold  the  obligation  must  be  considered  as  an 
evasion  of  the  usury  laws. — Glass  v.  Abbott^  6 Bush.,  622. 


(To  be  continued.) 
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ONE  HUNDRED  YEARS  AGO. 

Finance  in  1774. 

Thomas  Hutchinson,  counsellor,  lieutenant-governor  and  chief- 
justice  of  Massachusetts,  sailed  from  Boston,  June  1,  1774,  never  to 
return  to  his  native  land.  He  was  one  of  the  ablest  and  most  ac- 
complished men  of  the  province,  and  had  been  its  most  eminent 
and  influential  citizen.  But  his  political  sympathies  were  on  the 
side  of  the  mother-country,  and  the  sentiment  toward  him 
changed,  therefore,  to  one  of  deep  animosity. 

That  there  were,  however,  occasions  in  his  public  career  for 
which  Massachusetts  owes  to  Governor  Hutchinson  a debt  of 
gratitude  is  evident. 

From  a sketch  of  his  life  which  appears  in  the  Boston  Commer- 
cial Advertiser  we  take  the  following: 

For  the  purpose  of  defraying  the  cost  of  the  expedition  against 
Louisburg  and  other  military  enterprises  during  the  war  between 
France  and  England,  which  was  terminated  by  the  peace  of  Aix- 
la-Chapelle,  in  1748,  Massachusetts  had  issued  bills  of  credit  to 
the  nominal  amount  of  about  twenty-two  hundred  thousand  pounds 
provincial  currency,  but  really  representing  about  four  hundred 
thousand  pounds  sterling,  As  no  adequate  provision  had  been 
made  for  their  redemption  the  bills  rapidly  depreciated  in  value; 
and  the  inevitable  consequences  ensued.  Governor  Hutchinson, 
then  Speaker  of  the  House  of  Representatives,  tells  the  story  in  a 
striking  passage  in  his  History  of  Massachusetts.  “ The  apprehen- 
sion of  their  depreciation,”  he  says,  “ tended  to  increase  it,  and 
occasioned  a quick  circulation,  and  for  some  time,  even  for  Eng- 
lish goods,  which  ordinarily  sell  for  the  longest  credit,  nobody 
pretended  to  ask  credit.  They  were  constantly,  however,  dying  in 
somebody’s  hand,  though  nobody  kept  them  long  by  them.  Busi- 
ness was  brisk;  men  in  trade  increased  their  figures,  but  were 
sinking  the  real  value  of  their  stock;  and  what  is  worse  by  en- 
deavors to  shift  the  loss  attending  such  a pernicious  currency 
from  one  to  another,  fraudulent  dispositions  and  habits  are  ac- 
quired, and  the  morals  of  the  people  depreciate  with  the  cur- 
rency.” It  was  when  the  bills  had  depreciated  to  such  an  ex- 
tent that  eleven  or  twelve  hundred  pounds  were  not  .worth  more 
than  one  huiMred  pounds  sterling,  that  Parliament  voted  to  re-im- 
burse  the  province  for  its  war  expenses  to  the  amount  of  about 
one  hundred  and  eighty-three  thousand  pounds  sterling.  There 
were  men  in  places  of  authority  and  influence  then,  as  there  are 
now,  who  believed  that  an  irredeemable  paper  currency  was  a 
great  blessing,  and  who  were  opposed  to  any  comprehensive 
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scheme  for  bringing  back  the  currency  to  a stable  condition. 
Fortunately  Hutchinson  was  not  one  of  them;  and  he  devoted 
the  whole  force  of  his  intellect  to  the  preparation  of  a plan  for  ap- 
plying the  war  indemnity  toward  a redemption  of  the  outstanding 
bills  of  credit  and  for  extinguishing  the  residue  by  a direct  tax. 
The  measure  which  he  introduced  for  this  purpose  was  at  first  re- 
jected, but  such  was  the  confidence  in  him  at  that  time  that  a 
reconsideration  was  carried;  and  his  bill  became  a law.  The  re- 
sult proved  the  wisdom  of  Hutchinson’s  plan,  and  the  superi- 
ority of  a hard  money  currency  over  a fluctuating  paper  medium. 

“ The  apprehension  of  a shock  to  trade  proved  groundless,”  says 
the  historian ; “ the  bills  being  dispersed  through  every  part  of  the 
province,”  the  silver  took  place  instead  of  them,  a good  currency 
was  insensibly  substituted  in  the  room  of  a bad  one,  and  every 
branch  of  business  was  carried  to  greater  advantage  than  ever 
before.  Well  might  John  Adams  write  of  Hutchinson  sixty 
years  afterward — “ As  little  as  I revere  his  memory  I will  acknowl- 
edge that  he  understood  the  subject  of  coin  and  commerce  better 
than  any  man  I ever  knew  in  this  country.” 

Seven  or  eight  years  before  this,  almost  at  the  beginning  of  his 
public  career,  Hutchinson  had  shown,  by  a strenuous  opposition 
to  the  Land  Bank,  how  thoroughly  he  understood  the  principles 
of  finance.  The  capital  of  this  notable  institution  was  to  be  one 
hundred  and  fifty  thousand  pounas,  for  which  bills  were  to  be 
issued  to  the  subscribers  on  the  security  of  a mortgage  of  real 
estate,  or  of  personal  bonds  with  two  sureties.  The  annual  inter- 
est was  to  be  three  per  cent.,  and  five  per  cent,  of  the  principal 
was  to  J>e  repaid  yearly.  The  directors  were  also  authorized  to 
receive  payments  in  the  produce  or  manufactures  of  the  Province 
at  such  rates  as  they  might  fix.  Hutchinson’s  opposition  to  this 
hopeful  scheme  was  ineffectual ; but  it  was  not  the  less  creditable 
to  him.  The  bank  went  into  operation;  and  its  directors,  we  are 
told,  “ purchased  every  sort  of  commodity,  ever  so  much  a drug, 
for  the  sake  of  pushing  off  their  bills,  and  by  one  means  or  other 
a large  sum,  perhaps  fifty  or  sixty  thousand  pounds,  was  abroad.” 
As  no  means  were  provided  for  the  redemption  of  the  bills  the 
evil  threatened  to  become  very  great,  and  to  plunge  the  province 
in  confusion;  and  finally  the  interference  of  Parliament  was  in- 
voked. The  bank  was  then  dissolved,  with  considerable  loss  to 
its  promoters,  since  many  of  the  bills  had  been  issued  at  much 
less  than  their  nominal  value,  and  were  now  to  be  redeemed  at 
their  face. 

Of  the  services  which  Hutchinson  rendered  as  one  of  the  com- 
missioners for  settling  the  boundary  between  Massachusetts  and 
New  York,  and  in  other  less  conspicuous  positions,  we  need  not 
say  a word.  But  we  ought  to  add  that  in  his  history  of  Massa- 
chusetts we  have  a perpetual  monument  to  his  memory,  and  a 
convincing  proof  that,  in  spite  of  his  defects  in  character  and  er- 
rors in  judgment,  he  loved  his  native  land  with  a genuine  affec- 
tion. 
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THE  PUBLICATION  OF  NATIONAL  BANK  REPORTS. 

Treasury  Department,  Office  Comptroller  of  the  Currency, 
Washington,  June  1,  1874. 

The  act  of  March  3,  1869,  regulating  the  reports  of  National 
banking  associations,  provides,  among  other  things,  that  each  re- 
port made  to  the*  Comptroller  of  the  Currency  shall  be  published 
by  the  bank  making  the  same,  which  publication  shall  be  “in  the 
same  form  in  which  it  is  made  to  the  Comptroller.”  To  insure 
compliance  with  this  requirement,  blank  publisher’s  certificates  are 
sent  to  the  banks  whenever  a report  is  called  for,  on  which  are 
printed,  conspicuously,  full  instructions  in  regard  to  publishing, 
together  with  a sample  of  the  form  of  publication  required. 

But  it  has  long  been  noticed  that  while  most  of  the  banks  ob- 
serve strictly  such  requirements  and  instructions,  there  are  many 
others  which,  through  inadvertence  or  other  cause,  habitually 
neglect  or  violate  them.  It  is  therefore  thought  best  to  call  atten- 
tion to  the  subject  in  this  manner,  and  to  request  that  all  banks 
shall  hereafter  comply  with  the  requirements  of  the  law  as  to  such 
publications. 

The  main  requirement  here  referred  to  is  that  nothing  which  is 
material  and  essential  in  the  original  report  shall  be  omitted  in 
the  printed  one.  The  report  ^s  published  should  give  the  full 
title  of  the  bank,  and  the  name  of  the  village  or  city,  as  well  sis 
of  the  State  or  Territory,  in  which  it  is  situated.  If  any  of  the 
items  appearing  in  the  blank  forms  remain  blank  in  the  report 
sent  to  this  office,  such  items , only , may  be  omitted  from  the  pub- 
lication. All  other  items  should  be  printed  precisely  as  they 
appear  in  the  original  report,  with  the  exceptions  that  the  three 
items  of  “ Banking  house,”  “ Other  real  estate,”  and  “ Furniture 
and  fixtures,”  may  be  printed  under  one  head  and  called  “ Real 
estate,  furniture,  and  fixtures,”  and  that  the  amount  of  circulating 
notes  outstanding  may  be  shown  in  one  item,  instead  of  in  three 
as  in  the  original. 

The  affidavit  and  signature  of  the  cashier  or  president  of  the 
bank,  the  certificate  of  the  magistrate  or  notary,  and  the  attesta- 
tion of  at  least  three  directors,  must  be  printed  precisely  as  they 
appear  in  the  original  report. 

The  publication  must  be  in  a newspaper  in  the  place  where  the 
bank  is  established ; or  if  there  be  no  newspaper  in  ‘the  place,  then 
in  the  one  published  nearest  thereto  in  the  same  county. 

Hereafter,  as  an  additional  aid  in  securing  correct  publications, 
sample  forms  for  printed  reports  will  be  printed  on  the  backs  of 
the  certificates  sent  from  this  office,  which  forms  will  be  sufficiently 
large  to  enable  the  banks  to  enter  thereon  a transcript  of  their 
original  report.  Bank  officers  are  requested  to  use  these  forms  in 
furnishing  “copy”  to  the  printer  for  publication. 

It  is  hoped  and  expected  that  attention  having  thus  been  called 
to  this  subject,  future  publications  will  show  no  cause  for  further 
unfavorable  criticism.  JN0.  JAY  Knox, 

Comptroller  of  the  Currency . 
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PRESIDENT  GRANT  ON  THE  FINANCIAL  QUESTION. 


To  a note  from  Senator  Jones,  of  Nevada,  requesting  a written 
memorandum  of  the  financial  opinions  expressed  by  him,  Presi- 
dent Grant  returned,  on  June  4th,  the  following  reply : 

Memorandum  of  views  entertained  on  the  subject  of  desirable 
legislation  on  finance : I believe  it  a high  and  plain  duty  to  re- 

turn to  a specie  basis  at  the  earliest  practicable  day,  not  only  in 
compliance  with  legislative  and  party  pledges,  but  as  a step  indis- 
pensable to  lasting  national  prosperity.  I believe  further  that  the 
time  has  come  when  this  can  be  done,  or  at  least  begun,  with  less 
embarrassment  to  every  branch  of  industry  than  at  any  future  time, 
altar  resort  has  been  had  to  unstable  and  temporary  expedients  to 
stimulate  unreal  prosperity  and  speculation  on  basis  other  than 
coin,  the  recognized  medium  of  exchange  throughout  the  commer- 
cial world.  The  particular  mode  selected  to  bring  about  a restora- 
tion of  the  specie  standard  is  not  of  so  much  consequence  as  that 
some  adequate  plan  be  devised ; the  time  fixed  when  currency 
shall  be  exchangeable  for  coin  at  par,  and  the  plan  adopted  rigid- 
ly adhered  to.  It  is  not  probable  that  any  legislation  suggested 
by  me  w'ould  prove  acceptable  to  both  branches  of  Congress,  and, 
indeed,  full  discussion  might  shake  my  own  faith  in  the  details  of 
any  plan  I might  propose.  I will,  however,  venture  to  state  the 
general  features  of  the  action  which  seems  to  me  advisable,  the 
financial  platform  on  which  I would  stand,  any  departure  from 
which  would  be  in  a spirit  of  conference  and  harmony  in  defer- 
ence to  conflicting  opinions. 

First. — I would  like  to  see  the  legal-tender  clause,  so-called, 
repealed;  the  repeal  to  take  effect  at  a future  time,  say  July  1, 
1875.  This  would  cause  all  contracts  made  after  that  date  for 
wages,  sales,  etc.,  to  be  estimated  in  coin;  it  would  correct  our 
note  and  coin  value ; the  specie  dollar  would  be  the  only  dollar’ 
known  as  the  measure  of  equivalents.  When  debts  afterwards  con- 
tracted were  paid  in  currency,  instead  of  calling  the  paper  dollar 
a dollar  and  quoting  gold  at  so  much  premium,  we  should  think 
and  speak  of  paper  as  at  so  much  discount.  This  alone  would 
aid  greatly  in  bringing  the  two  currencies  nearer  together  at  par. 

Second. — I would  like  to  see  a provision  that  at  a fixed  day, 
say  July  1,  1876,  the  currency  issued  by  the  United  States  should 
be  redeemed  in  coin  on  presentation  to  any  Assistant  Treasurer, 
and  that  all  currency  so  redeemed  should  be  can^lled  and  never 
reissued.  To  effect  this  it  would  be  necessary  to  authorize  the  is- 
sue of  bonds  payable  in  gold,  bearing  such  interest  as  would  com- 
mand par  in  gold,  to  be  put  out  by  the  Treasury  only  in  such 
sums  as  should  from  time  to  time  be  needed  for  the  purpose  of 
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redemption.  Such  legislation  would  insure  a return  to  sound  finan- 
cial principles  in  two  years,  and  would,  in  my  judgment,  work 
less  hardship  to  the  debtor  than  is  likely  to  come  from  putting  off 
the  day  of  final  reckoning. 

It  mustx  be  borne  in  mind,  too,  that  the  creditor  interest  had  its 
day  of  disadvantage  also  when  our  present  financial  system  was 
brought  in  by  the  supreme  needs  of  the  nation  at  the  time.  I 
would  further  provide  that  from  and  after  the  date  fixed  for  re- 
demption no  bills,  whether  of  National  banks  or  of  the  United 
States,  returned  to  the  Treasury  to  be  exchanged  for  new  bills, 
should  be  replaced  by  bills  of  less  denomination  than  ten  dollars, 
and  that  one  year  after  resumption  all  bills  of  less  than  five  dol- 
lars should  be  withdrawn  from  circulation,  and  in  two  years  all 
bills  of  less  than  ten  dollars  should  be  withdrawn.  The  advantage 
of  this  would  be  the  strength  given  to  this  country  against  a time 
of  depression  resulting  from  war,  failure  of  crops  or  any  other 
cause,  by  keeping  always  in  the  hands  of  the  people  a large  sup- 
ply of  the  precious  metals.  With  all  smaller  transactions  con- 
ducted in  coin,  many  millions  of  it  would  be  kept  in  constant  use, 
and,  of  course,  prevented  from  leaving  the  country. 

Undoubtedly,  a poorer  currency  will  always  drive  the  better  out 
of  circulation.  With  paper  a legal  tender  and  at  a discount,  gold 
and  silver  become  articles  of  merchandise:  as  much  as  wheat  or 
cotton.  The  surplus  will  find  the  best  market  it  can.  With  small 
bills  in  circulation,  there  is  no  use  for  coin  except  to  keep  it  in 
the  vaults  of  the  banks  to  redeem  circulation.  During  periods  of 
great  speculation  and  apparent  prosperity  there  is  little  demand  for 
coin,  and  then  it  will  flow  out  to  a market  where  it  can  be  made 
to  earn  something,  which  it  cannot  do  while  lying  idle.  Gold,  like 
any  thing  else,  when  not  needed,  becomes  a surplus,  and,  like 
every  other  surplus,  it  seeks  a market  where  it  can  find  one.  By 
giving  active  employment  to  coin,  however,  its  presence  can,  it 
seems  to  me,  be  secured,  and  the  panics  and  depressions  which 
have  occurred  periodically  in  times  of  nominal  specie  payments,  if 
they  cannot  be  wholly  prevented,  can  at  least  be  greatly  mitigated. 
Indeed,  I question  whether  it  would  have  been  found  necessary  to 
depart  from  the  standard  of  specie  in  the  trying  day  which  gave 
birth  to  the  first  legal-tender  act,  had  the  country  taken  the 
ground  of  no  small  bills  as  early  as  1850.  Again,  I would  pro- 
vide an  excess  of  revenue  over  current  expenditures.  I would  do 
this  by  rigid  economy,  and  by  taxation  where  taxation  can  best 
be  borne.  Increased  revenue  would  work  a constant  reduction  of 
the  debt  and  interest,  and  would  provide  coin  to  meet  demands 
on  the  Treasury  for  the  redemption  of  its  notes,  thereby  diminish- 
ing the  amoun^  of  bonds  needed  for  that  purpose.  All  taxes, 
after  redemption  begins,  should  be  paid  in  coin  or  United  States 
notes.  This  would  force  redemption  on  the  National  banks.  With 
measures  like  these,  or  measures  which  would  work  out  sucff  re- 
sults, I see  nd  danger  in  authorizing  free  banking  without  limit. 
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INQUIRIES  OF  CORRESPONDENTS. 


/. — Stolen  Bonds  as  Collateral  Security . II. — The  Protest  of  Lost  Notes. 
III. — Protest  IV hen  Place  of  Payment  is  Doubtful.  IV. — Payment  to  Bearer 
of  Checks  Endorsed  to  Order.  V. — The  Right  to  Hold  Collection  Paper , VI. 
— Drafts  in  evasion  of  Stamp  Duty . 


I. — Stolen  Bonds  as  Collateral  Security. 

National  Bank,  Boston,  1874. 

To  the  Editor  of  the  Banker’s  Magazine. 

Can  a bank  lawfully  retain  and  apply  towards  the  payment  of  an  existing 
debt,  municipal  or  other  coupon  bonds,  pledged  as  collateral  security  with 

Cer  of  sale  attached  to  note,  the  same  having  been  stolen  or  perverted 
\ proper  use? 

Reply . 

If  such  stolen  bonds  were  received,  innocently,  (that  is,  without  knowledge 
by  the  lender  of  their  “perversion  from  proper  use”),  at  the  time  of  making 
the  loan,  they  can  be  lawfully  retained  and  applied  to  its  payment.  But  if  the 
loan  had  already  been  made  before  the  receipt  of  the  securities  in  question, 
the  hank  cannot  hold  them  against  the  claim  of  their  rightful  owner. 


II. — The  Protest  of  Lost  Notes. 

Bank,  St.  Louis,  1874. 

To  the  Editor  of  the  Banker's  Magazine. 

Please  answer  the  following  question  and  confer  a favor  upon  a number  of 
bank  officers  here  who  differ  in  opinion  regarding  the  auestion  at  issue : 

Where  a cashier  or  banker  cannot  obtain  access  to  nis  vaults,  through  the 
circiunstance  of  the  combination  being  lost,  or  for  other  reasons,  can  he,  in 
order  to  hold  the  endorsers  upon  paper  that  matures  while  the  vault  is  so 
kcked,  protest  the  notes  legally  by  serving  notices  on  the  endorsers,  first 
drawing  duplicate  copies,  and  making  demand  for  payment  of  the  paper  with 
aid  copies  and  not  with  the  notes  themselves? 

Reply. 

If  the  impossibility  of  presenting  paper  so  lost  be  plainly  from  no  fault  or 
negligence  of  the  holder,  a demand  made  of  the  payor  upon  a copy  of  the 
note  or  bill,  accompanied  by  the  tender  of  a proper  bond  of  indemnity , and 
dne  notice  of  non-payment,  would  hold  the  endorser.  Such  a demand  is  clearly 
the  duty  of  the  holder  according  to  Story  on  Promissory  Notes  ($  290).  But 
if  is  not  safe  to  predict  that  a banker  who  loses  the  combination  by  which  his 
▼aahl  are  opened,  would  escape  the  penalty  of  negligence.  There  is  neither 
necessity  nor  excuse  for  such  a loss,  so  long  as  it  can  be  prevented  by  the 
simple  expedient  of  recording  the  combination  in  more  than  one  place. 
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IIL—  Protest.  When  Place  of  Payment  is  Doubtful. 


Bank,  Vermont,  1874. 


To  the  Editor  of  the  Banker's  Magazine. 

Please  give  me  your  opinion  where  the  inclosed  note  is  payable.  In  case  of 
non-payment  where  coula  it  be  protested? 

$ 100.  Boston,  Mass.,  April  10,  1874. 

Three  months  after  date  I promise  to  pay  the  bearer  one  hundred  dollars, 
value  received.  George  Jones, 

Bellows  Falls,  Vt 


. Reply. 


A careful  banker  will  refuse  to  receive  such  a note  without  explicit  instruc- 
tions from  its  depositor.  On<y  taken,  it  is  the  holder’s  duty  to  ascertain  the 
maker’s  place  of  business  or  residence,  and  failing,  after  diligent  inquiry,  to 
learn  this,  we  should  consider  the  note  payable  at  the  place  indicated  under 
the  signature  if  in  the  same  handwriting. 


IV.— Payment  to  Bearer  of  Checks  Endorsed  to  Order. 

National  Bank,  Kansas,  1874. 


To  the  Editor  of  the  Banker's  Magazine. 

Can  you  cite  to  me  some  decision  covering  a case  similar  to  the  one  herein 
described  ? 

A check,  made  payable  tp  bearer,  has  passed  into  several  hands  and  to 
John  Smith,  who  endorses  it  payable  to  order  of  J.  B.  Thompson,  and  trans- 
mits to  him  by  mail,  or  otherwise. 

In  transit  it  is  lost,  and  the  finder,  or  some  innocent  holder , presents  it  for 
payment.  The  bank  pays  it  without  examining  the  back,  as  the  check  is  pay- 
able to  bearer. 

Query:  Would  the  payment  be  valid,  or  would  the  bank  be  liable  for 

second  payment  ? 


Riply. 

A check  payable  to  bearer  is  an  instrument  complete  without  any  indorse- 
ment. If  the  holder  desire  to  change  its  payment  from  the  bearer  to  some 
specified  person,  it  is  his  duty,  since  he  cannot  alter  the  check,  to  call  atten- 
tion, on  its  face,  to  the  order  written  on  its  back.  In  the  absence  of  anything 
directing  attention  to  the  change,  we  think  that  a bank  whose  teller  had  in- 
advertently paid  it  to  bearer  would  not  be  compelled,  by  law,  to  pay  such  a 
check  a second  time.  There  is  no  legal  decision,  so  far  as  we  know,  upon 
this  question. 


V.— The  Right  to  Hold  Collection  Paper. 

National  Bank,  Pa.,  1874. 

To  the  Editor  of  the  Banker’s  Magazine. 

Please  inform  me  if,  according  to  latest  rulings,  a creditor  bank  has  any 
claim  on  collection  paper  maturing  subsequent  to  failure  of  a debtor  bank. 

Is  it  the  duty^of  creditor  bank  to  remit  banks  owning  such  collections  upon 
proper  orders  being  sent  by  both  banks  ? 
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Reply.  . 

A creditor  bank  has  a valid  claim  on  the  collection  paper  of  a debtor  bank, 
held  by  the  former,  provided  the  paper  be  the  property  of  the  latter,  and  not 
left  with  it  for  collection  by  a third  party.  But  if  the  debtor  bank  should  be 
thrown  into  bankruptcy  this  claim  would  not  hold  good. 

If  the  un matured  collection  paper  be  shown  to  belong  to  a third  party,  it  is 
the  duty  of  the  creditor  bank  to  surrender  it  or  to  pay  over  the  proceeds, 
upon  proper  orders  from  both  the  remitting  bank  and  the  true  owner  of  the 
paper. 


VI.— Drafts  in  Evasion  of  Stamp  Duty. 

— Bank,  N.  Y., 1874. 

To  the  Editor  of  the  Banker's  Afagaztne. 

I notice  that  a great  many  banks  are  writing  their  drafts  “one  day  after 
date  without  grace,”  to  avoid  paying  stamp  duty  on  them. 

Is  this  an  evasion  of  the  Internal  Revenue  Law  ? How  does  it  affect  the 
draft?  Does  it  make  it  a time  bill  of  exchange,  and  must  it  be  presented 
one  day  after  date  and  protested  on  that  day  in  order  to  hold  endorsers? 

And  how  would  this  phrase  affect  the  draft,  “ On  demand  one  day  after  date 
without  grace  VJ 

Reply. 

Upon  such  drafts  we  have  before  given  our  opinion.  The  first  mentioned 
are  unquestionably  an  evasion  of  the  Internal  Revenue  Law,  and  their  tenor 
makes  them  bills  of  exchange,  presentable  on*  the  day  of  their  maturity  in 
order  to  proper  demand  and  protest. 

The  phraseology,  “on  demand  one  day  after  date,  &c.,”  opens  a point  upon 
which  we  have  never  heard  of  a decision ; but  while,  as  evidently  as  the  for- 
mer, an  attempt  at  evasion  of  the  stamp  duty,  we  think  that  protest  would 
hold  good,  if  within  any  reasonable  time  after  the  date  specified. 


Bank  of  British  North  America. — The  thirty-eighth  yearly  meeting  of 
the  shareholders  of  this  bank  was  held  in  London  on  2d  June.  The  chairman 
considered  himself  fortunate  in  having  to  bring  before  them  such  a satisfac- 
tory report.  Last  year  there  had  been  a severe  panic  in  New  York,  which 
had  been  felt  throughout  Canada,  but  they  had  scarcely  suffered  any  loss 
therefrom,  and  the  report  showed  the  profit  of  f 138,000.  They  had  steadily 
grown  from  £ 70,000  in  1868  to  ^71,000  in  1869,  £76,000  in  1870,  94,000 

in  1871,  £ 117,000  in  1872,  and  £138,000  in  1873.  These  profits  had  arisen 
in  great  measure  from  their  freedom  from  losses,  which,  in  banking  business, 
is  a great  point  As  experience  taught  the  directors  that  they  ought,  in  a 
. good  year,  to  supolement  materially  their  reserve  fund,  they  proposed  to  add 
to  it  £38,000,  making  the  total  up  to  ^240,000.  They  were  actuated  in  this 
also,  by  the  feeling  that  their  business  was  increasing  to  such  an  extent  as  to 
require  a good  reserve,  and  he  was  sure  that  in  adding  ,£38,000  to  that  fund 
they  would  be  supported  by  all  interested  in  the  bank.  He  had  to  add  that 
the  business  was  going  on  in  a very  satisfactory  way;  they  were  perfectly 
satisfied  with  the  way  in  which  it  was  being  conducted.  The  report  was 
adopted,  and  the  dividend  at  the  rate  of  ten  per  cent,  per  annum  declared. 
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NATIONAL  BANKS  OF  THE  UNITED  STATES. 


Mayy  1874. 


Abstract  of  reports  made  to  the  Comptroller  of  the  Currency, 
showing  the  condition  of  the  National  banks  of  the  United 
States,  at  the  close  of  business,  April  19,  1872,  April  25,  1873, 
and  May  1,  1874. 


Resources. 


April  iq,  i8fa. 
1,843  oankt. 


April  35,  1873. 
1,962  banks. 


May  1 1874. 
1,978  banks. 


Loans  and  discounts $ 841,069,414 

77 

$908,071,471 

60 

$919,258,917 

97 

Overdrafts 

3,832,838 

72 

3,992,795 

7i 

4,088,112 

82 

U.  S.  bonds  to  secure  circul’n 

374,428450 

00 

. 386,763,800 

00 

. 389,248,900 

00 

U.S.  bonds  to  secure  deposits 

15,169,000 

00 

. 16,235,000 

00 

. 14,890,200 

00 

U.  S.  bonds  on  hand 

19,292,100 

00 

9,613,550 

00 

. 10,152,000 

00 

Other  stocks,  bonds, &mortg*s 
Redeeming  and  reserve  agt’s 

21,538,914 

06 

. 22,449,146 

04 

. 25,460,460 

20 

82,120,017 

24 

. 88,815,557 

80 

. 94,017,603 

3* 

Due  from  other  Nat.  banks. 

36.697,592 

81 

. 38,671,088 

63 

. 41,291,215 

24 

Due  from  State  banks  &b’kers 

12,299,716 

94 

- 12,883,353 

37 

* *2,374,391 

28 

Real  estate, furniture&fixtures 

30,809,274 

98 

- 34,216,878 

°7 

. 36,708,066 

39 

Current  expenses 

. 7,026,041 

23 

. 7,410,045 

87 

7,547.203 

°S 

Premiums  paid 

6,544,279 

29 

- 7,559,987 

67 

- 8,680,370 

84 

Checks  ana  other  cash  items 

12,461,171 

40 

. 11,425,209 

00 

. 11,948,598 

3* 

Exchanges  for  clearing  house 

114,195,966 

36 

. 94,132,125 

24 

. 94,878,218 

92 

Bills  of  other  National  banks 

18,443,652 

00 

19,276,210 

00 

. 20,636.358 

00 

Bills  of  State  banks 

49,180 

00 

33.992 

00 

37,094 

00 

Fractional  currency 

2,143,249 

29 

- 2,198,973 

37 

2,187,186 

59 

Specie 

24, 433>899 

46 

. 16,868,808 

74 

• 32,569,969 

26 

Legal-tender  notes 

103,308,455 

00 

• 99,935,287 

00 

• 101,702,930 

00 

Clearing-house  certificates. . . 

13,909,000 

00 

1,140,000 

00 

— 

Three-per-cent,  certificates... 

3,880,000 

00 

10,000 

00 

— 

U.  S.  certify  for  legal  tenders 

— 

. 18,600,000 

00 

. 40,125,000 

00 

Aggregate  Resources 1 

.743,652,213 

55 

1,800,303,280 

11 

1,867,802,796 

18 

T lAnTTTTTFS  April  19,  1872.  April  35,  1873. 

LIABILITIES.  1,843  banks.  1,962  banks. 

Capital  stock $467,924,318  00  $487,891,251  00  $490,077,101  00 

Surplus  fund 104,312,525  81  . 115,805,574  57  . 125,561,081  23 

Undivided  profits 46,428,590  90  . 52415,348  46 

Natl,  bank  notes  outstand’g  325,305,752  00  . 338,163,864  00 

State  bank  notes  outstand’g  1,763,885  00  . 1,280,208  00 

Dividends  unpaid 1,561,914  45  . 1,462,336  77 

Individual  deposits 620,775,265  78  . 616,848,358  25 

U.  S.  deposits 6,355,722  95  . 7,880,057  73 

Deposits  of  disbur’g  officers.  3,416,371  16  . 4425,750  14 

Due  to  National  banks 120,755,565  86  . 126,631.926  24 

Due  to  State  banks  & bank’rs  35,005,12784  . 35,036,433  18 
Notes  and  bills  re-discounted  4,225,622  04  . 5,403,043  38 

Bills  payable 5,821,551  76  . 7,059,12839 


May  1,  1874. 
1,978  banks. 


54.33 '>713  *3 
. 346,088,649  00 
1,229,857  00 
- 2.257.558  9* 

. 649,286,298  85 
7.994^22  27 
• 3-297,689  24 

. 135,640418  24 
. 48,683,924  34 
4,581.420  38 
. 4.772,662  59 


Aggregate  Liabilities: 1,743,652,213  55  1,800,303,280  II  1,867,802,796  18 
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NATIONAL  BANKS  OF  THE  CITY  OF  NEW  YORK. 


May,  1874. 

'Abstract  of  reports  made  to  the  Comptroller  of  the  Currency, 
showing  the  condition  of  the  National  banks  of  the  City  of  New 
York,  at  the  close  of  business,  April  19,  1872,  April  25,  1873, 
and  May  1,  1874. 


Resources. 

Loams  and  discounts 

Overdrafts 

U.S.  bonds  to  secure  circul’n. 
U.S. bonds  to  secure  deposits. 

U.  S.  bonds  on  hand 

Other  stocks,bonds&m’ gages 
Due  from  other  Nat.  banks. 
DuefromState  banks  & b’kers 
Real  estate,fumiture&fixtures 

Current  expenses 

Premium  paid - 

Checks  ana  other  cash  items. 
ExchangesforClearing  House 
Bills  of  other  National  banks 

Bills  of  State  banks 

Fractional  currency 

Specie 

Legal-tender  notes. 

Gearing-House  certificates . . 
Three-per-cent,  certificates . . 
U.  S.  certif.  for  legal  tenders. 


April  19,  1872. 

51  banks. 

$ 184,995,769  79 
115,606  39 
36,412,100  OO 

1,064,000  OO 
6,648,600  OO 
3,435.°?4  33 
«3.«®.375  4° 
2,281,271  03 

7.994.643  45 
*.392.«85  36 
1,217,736  61 
1,890,488  94 

95.68o.377  58 
4,553,267  00 
4,001  00 

297,793  33 
16,646,423  99 
29,385,339  00 

11485,000  00 

590,000  00 


April  25,  1873. 

49  banks. 

$ 190,199,469  24 

237.346  11 

34,246,100  OO 

700.000  OO 
3.473,900  OO 
3,724,203  12 

13,908,614  14 
2,335,170  77 
8,591,162  04 
1,458,946  70 
866,880  76 
1,825,260  87 
75»63*>,3 1 4 21 
3,246,253  00 
3,472  00 
301,741  94 
13,088,250  93 
24,023,521  00 

470.000  00 


May  x,  1874. 

48  banks. 

$ 205,693,294  27 

360,993  61 

- 33,823,100  00 

650,000  00 

• 4.813,750  0° 

5,148,259  18 

- 11,964.530  78 

2,473,247  32 

8,498,426  57 
1,130,901  87 
1,608,936  6l 
2,278,295  22 

• 72,649,937  42 

. 3,361,081  00 

1,241  OO 
274,284  16 
. 24,984,942  IO 

. 20,199,021  OO 


9,705,000  OO  . 26,130,000  OO 


Aggregate ----  - $419,978,063  20  $388,041,606  83  $426,044,241  91 


Liabilities. 

Capital  stock 

Surplus  fund 

Undivided  profits 

Nat.  bank  notes  outstanding. 
State  bank  notes  outstanding 

Dividends  unpaid 

Individual  deposits 

United  States  deposits 

Deposits  of  disburs’g  officers. 

Doe  to  National  banks 

Due  State  banks  and  bankers. 
Notes  and  bills  re-discounted. 
Bills  payable 


April  19,  1872.  ' April  25,  1873. 

51  banks.  49  banks. 

$ 71,785,000  OO  .$  70,985,000  OO 
1 9*595447  60  . 21,299,577  88 
11,225,208  17  . 12,106,727  58 
28,622,859  00  . 27.973*333  00 
213,220  00  . 147,293  00 

162,897  31  . 152,165  64 

202,480,727  72  . 171489,753  63 
254,912  98  264,846  93 

. 31,584  79 

68,578,248  18  . 67,905,168  79 
*7,059,542  24  . 15,623401  81 

- 62,753  78 


May  x,  1874. 

48  banks. 

. $ 68,500,000  OO 

. 22438,473  09 
. 12,260,639  53 
27,211,105  00 
115,706  00 
622,481  83 
. 193,088433  7* 
473,365  29 
16,684  80 
. 75,526,263  82 

. 24,991493  84 

799,595  00 


Aggregate $419,978,063  20  $388,041,606  83  $426,044,241  91 
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ABSTRACT  OF  THE  NEW  CURRENCY  BILL. 


The  new  currency  bill,  of  which  the  full  text  is  given  on  another  page,  is 
now  a law.  It  contains  the  following  points: 

1.  The  law  requiring  the  National  banks  to  keep  on  hand  any  reserve  for 
the  redemption  of  their  circulating  notes  is  repealed. 

2.  The  reserve  of  the  banks  shall  hereafter  be  rated  on  the  amount#of 
deposits. 

3.  Every  National  bank  shall  keep  on  deposit  in  the  Treasury  of  the 
United  States  a sum  in  lawful  money  equal  to  five  per  cent,  of  its  circulation 
for  the  redemption  thereof,  which  shall,  be  counted  as  part  of  its  reserve. 

4.  When  National  bank  notes  shall  be  presented  at  the  Treasury  for  pay- 
ment, in  sums  of  $ 1,000  or  any  multiple  thereof,  the  same  shall  be  redeemed 
in  United  States  notes. 

5.  Whenever  such  redemptions  for  any  bank  shall  amount  to  $500,  said 
bank  must  deposit  a like  sum  in  lawful  money  on  notice  from  the  Treasury. 

6.  So  much  of  Section  32  of  the  National  bank  act  is  repealed  as  “ recog- 
nizes or  permits”  the  redemption  of  the  notes  of  any  bank  elsewhere  than  at 
its  own  counter,  except  as  provided  in  the.  new  bill. 

7.  Any  bank  desiring  to  withdraw  its  circulation,  in  whole  or  in  part,  may,  . 
on  the  deposit  of  lawful  money  in  sums  not  less  than  $9,000,  take  up  its 
pledged  bonds  to  the  amount  of  $10,000;  but  the  amount  of  bonds  on 
deposit  by  any  bank  shall  not  be  reduced  below  $ 50,000. 

8.  The  charter  number  of  the  bank  is  to  be  printed  on  all  bank  bills  here- 
after issued. 

9.  The  amount  of  legal-tender  notes  shall  remain  at  the  fixed  sum  of 
$382,000,000,  and  no  part  thereof  shall  be  held  or  used  as  a reserve. 

10.  So  much  of  the  act  for  the  redemption  of  the  three-per-cent. -loan  cer- 
tificates, &c.,  as  provides  that  no  circulation  shall  be  withdrawn  until  after  the 
$ 54,000,000  granted  in  Section  1 thereof  shall  have  been  taken  up,  is  re- 
pealed ; and  the  Comptroller  of  the  Currency  is  authorized  to  withdraw  notes 
to  that  amount  from  associations  where  the  circulation  is  in  excess ; and  to 
re-distribute  the  same  in  States  where  there  is  a present  deficiency,  the  same 
to  be  apportioned  on  population  and  wealth  of  tne  States  applying  for  said 
circulation;  but  not  more  than  $30,000,000  shall  be  so  issued  up  to  June  30, 

1875- 

The  net  result  of  these  measures  is — 

(1) .  The  limitation  of  the  legal-tender  circulation  to  $382,000,000  where  it 
now  stands. 

(2) .  The  establishment  of  a central  redemption  bureau  at  the  Treasury. 

(3;.  The  reduction  of  the  reserve  heretofore  held  on  account  of  the  bank 

circulation  to  five  per  cent. 

The  circulation  of  banks  in  redemption  cities  is  $ 106,055,910, 


of  which  twenty-five  per  cent.  is. $26,513,977 

Circulation  of  other  banks  $236,294,934,  fifteen  per  cent,  is 35,444,239 

Reserve  heretofore  required  on  bank  circulation $61,958,216 

Five  per  cent,  required  under  new  bill 17,117,542 

Reduction  of  reserve  under  new  bill $44,840,674 

This  is  equivalent  to  an  expansion  of  $ 44,840,674. 


Notwithstanding  the  plainness  of  the  case,  a controversy  has  already  arisen 
as  to  whether  the  practical  operation  of  the  bill  will  be  one  of  contraction  or 
expansion.  From  these  figures  there  appears  to  be  no  way  of  escape. 
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THE  NEW  CURRENCY  BILL. 

Approved  June  22,  1874. 

u An  Act  fixing  the  amount  of  United  States  notes , providing  for  a redistribution 
of  the  National  Bank  Currency , and  for  other  purposes." 

Section  i.  The  act  entitled  41  An  act  to  provide  a National  currency,  secured 
by  a pledge  of  United  States  bonds,  and  to  provide  for  the  circulation  and  redemp- 
tion thereof,  approved  June  3,  1864,”  shall  be  hereafter  known  as  “The  National 
Bank  Act.”  • 

Sec.  2.  That  Section  31  of  44  the  National  bank  act’*  be  so  amended  that  the 
several  associations  therein  provided  for  shall  not  hereafter  be  required  to  keep  on 
hand  any  amount  of  money  whatever  by  reason  of  the  amount  of  their  respective 
circulations ; but  the  moneys  required  by  said  section  to  be  kept  at  all  times  on 
hand  shall  be  determined  by  the  amount  of  deposits  in  all  respects,  as  provided 
for  in  the  said  section. 

Sec.  3.  That  every  association  organized  or  to  be  organized  under  the  pro- 
visions of  the  said  act,  and  of  the  several  acts  amendatory  thereof,  shall  at  all  times 
keep  and  have  on  deposit  in  the  Treasury  of  the  United  States,  in  lawful  money  of 
the  United  States,  a sum  equal  to  five  per  tentum  of  its  circulation,  to  be  held  and 
used  for  the  redemption  of  such  circulation ; which  sum  shall  be  counted  as  a part 
of  its  lawful  reserve  as  provided  in  Section  2 of  this  act ; and  when  the  circulating 
notes  of  any  such  associations,  assorted  or  unassorted,  shall  be  presented  for  re- 
demption in  sums  of  $ 1,000  or  any  multiple  thereof  to  the  Treasurer  of  the  United 
Stztes,  the  same  shall  be  redeemed  in  United  States  notes.  All  notes  so  redeemed 
lbll  be  charged  by  the  Treasurer  of  the  United  States  to  the  respective  associa- 
tion issuing  the  same,  and  he  shall  notify  them  severally  on  the  first  day  of  each 
woth  or  oftener,  at  his  discretion,  of  the  amount  of  such  redemptions ; and  when- 
e'er such  redemptions  for  any  association  shall  amount  to  the  sum  of  $ 500,  such 
association  so  notified  shall  forthwith  deposit  with  the  Treasurer  of  the  United 
States  a sum  in  United  States  notes  equal  to  the  amount  of  its  circulating  notes  so 
redeemed.  And  all  notes  of  National  banks,  worn,  defaced,  mutilated,  or  otherwise 
unfit  for  circulation  shall,  when  received  by  any  Assistant  Treasurer  or  at  any 
designated  depository  of  the  United  States,  be  forwarded  to  the  Treasurer  of  the 
United  States  for  redemption,  as  provided  herein.  And  when  such  redemptions 
have  been  so  reimbursed,  the  circulating  notes  so  redeemed  shall  be  forwarded  to 
the  respective  associations  by  which  they  were  issued  ; but  if  any  such  notes  are 
worn,  mutilated,  defaced,  or  rendered  otherwise  unfit  for  use,  they  shall  be  for- 
warded to  the  Controller  of  the  Currency,  and  destroyed,  and  replaced  as  now  pro- 
vided by  law ; provided , That  each  of  said  associations  shall  reimburse  to  the 
Treasury  the  charges  for  transportation  and  the  costs  for  assorting  such  notes ; and 
the  associations  hereafter  organized  shall  also  severally  reimburse  to  the  Treasury 
the  cost  of  engraving  such  plates  as  shall  be  ordered  by  each  association  respect- 
ively; and  the  amount  assessed  upon  each  association  shall  be  in  proportion  to  the 
circulation  redeemed,  and  be  charged  to  the  fund  on  deposit  with  the  Treasurer  ; 
and,  provided  further , That  so  much  of  Section  32  of  said  National  bank  act  re- 
aring or  permitting  the  redemption  of  its  circulating  notes  elsewhere  than  at  its 
own  counter,  except  as  provided  for  in  this  section,  is  hereby  repealed. 

Sec.  4.  That  any  association  organized  under  this  act,  or  any  of  the  acts  of 
•hicb  this  is  an  amendment,  desiring  to  withdraw  its  circulating  notes,  in 
•hole  or  in  part,  may,  upon  the  deposit  of  lawful  money  with  the  Treasurer 
°f  the  United  States,  in  sums  of  not  less  than  $9,000,  take  up  the  bonds 
which  said  association  has  on  deposit  with  the  Treasurer  for  the  security 
of  such  circulating  notes,  which  bonds  shall  be  assigned  to  the  bank  in  the 
manner  specified  in  the  19th  section  of  the  National  bank  act;  and  the 
outstanding  notes  of  said  association,  to  an  amount  equal  to  the  legal-tender 
notes  deposited,  shall  be  redeemed  at  the  Treasury  of  the  United  States, 
and  destroyed,  as  now  provided  by  law;  provided , That  the  amount  of  the 
bonds  on  deposit  for  circulation  shall  not  be  reduced  below  $ 50,000. 

Sec.  5.  That  the  Controller  of  the  Currency  shall,  under  such  rules  and 
regulations  as  the  Secretary  of  the  Treasury  may  prescribe,  cause  the  charter 
numbers  of  the  association  to  be  printed  upon  all  National  bank  notes  which 
niay  be  hereafter  issued  by  him. 

6 


Digitized  by  LjOOQle 


74 


banker’s  magazine. 


[Juiyr 

Sec.  6.  That  the  amount  of  United  States  notes  outstanding,  and  to  be 
issued  as  a part  of  the  circulating  medium,  shall  not  exceed  the  sum  of 
$382,000,000,  which  said  sum  shall  appear  in  each  monthly  statement  of  the 
public  debt,  and  no  part  thereof  shall  be  held  or  used  as  a reserve. 

Sec.  7.  That  so  much  of  the  act  entitled,  “ An  act  to  provide  for  the 
redemption  of  the  three-per-cent,  temporary-loan  certificates,  and  for  an  increase 
of  National  bank  notes”  as  provides  that  no  circulation  shall  be  withdrawn, 
under  the  provisions  of  Section  6 of  said  act,  until  after  the  $ 54,000,000 
granted  in  Section  I of  said  act  sHfell  have  been  taken  up,  is  hereby 
repealed;  and  it  shall  be  the  duty  of  the  Controller  of  the  Currency,  under 
the  direction  of  the  Secretary  of  tne  Treasury,  to  proceed  forthwith,  and  he  is 
hereby  authorized  and  required,  from  time  to  time,  as  application  shall  be  duly 
made  therefor,  and  until  the  full  amount  of  the  $ 55, 000,000  shall  be  with- 
drawn, to  make  requisitions  on  each  of  the  National  banks  described  in  said 
section,  and  in  the  manner  therein  provided,  organized  in  States  having  an 
excess  of  circulation,  to  withdraw  and  return  so  much  of  their  circulation  as  by 
said  act  may  be  apportioned  to  be  withdrawn  from  them,  or  in  lieu  thereof 
to  deposit  in  the  Treasury  of  the  United  States  lawful  money  sufficient  to 
redeem  such  circulation,  and  upon  the  return  of  the  circulation  required,  or 
the  deposit  of  lawful  money,  as  herein  provided,  a proportionate  amount  of  the 
bonds  held  to  secure  the  circulation  of  such  association  as  shall  make  such 
return  or  deposit  shall  be  surrendered  to  it. 

Sec.  8.  That  upon  the  failure  of  the  National  banks  upon  which  requisi- 
tion for  circulation  shall  be  made,  or  of  any  of  them,  to  return  the  amount 
required,  or  to  deposit  in  the  Treasury  lawful  money  to  redeem  the  circulation 
required,  within  30  days,  the  Controller  of  the  Currency  shall  at  once  sell, 
as  provided  in  Section  49  of  the  National  currency  act,  approved  June  3, 
1864,  bonds  held  to  secure  the  redemption  of  the  circulation  of  the  association 
or  associations  which  shall  so  fail  to  an  amount  sufficient  to  redeem  the  circu- 
lation required  of  such  association  or  associations,  and  with  the  proceeds 
which  shall  be  deposited  in  the  Treasury  of  the  United  States  so  much  of 
the  circulation  of  said  association  or  associations  shall  be  redeemed  as  will 
equal  the  amount  required  and  not  returned;  and,  if  there  be  an  excess  of 
proceeds  over  the  amount  required  for  such  redemption,  it  shall  be  returned  to 
the  association  or  associations  whose  bonds  shall  have  been  sold.  And  it 
shall  be  the  duty  of  the  Treasurer,  Assistant  Treasurers,  designated  deposi- 
taries, and  National  bank  depositaries  of  the  United  States,  who  shall  be 
kept  informed  by  the  Controller  of  the  Currency  of  such  associations  as 
shall  fail  to  return  circulation  as  required,  to  assort  and  return  to  the  Treas- 
ury for  redemption  the  notes  of  such  associations  as  shall  come  into  their 
hands  until  the  amount  required  shall  be  redeemed,  and  in  like  manner 
to  assort  and  return  to  the  Treasury  for  redemption  the  notes  of  such 
National  banks  as  have  failed  or  gone  into  voluntary  liquidation  for  the 
purpose  of  winding  up  their  affairs,  and  of  such  as  shall  hereafter  so  fail  or  go 
into  liquidation. 

Sec.  9.  That  from  and  alter  the  passage  of  this  act  it  shall  be  lawful  for 
the  Controller  of  the  Currency,  and  he  is  hereby  required  to  issue  circulating 
notes  without  delay  as  applications  therefor  are  made,  not  to  exceed  the  sum 
of  $55,000,000,  to  associations  organized,  or  to  be  organized,  in  those  States 
and  Territories  having  less  than  their  proportion  of  circulation  under  an  ap- 
portionment made  on  the  basis  of  population  and  of  wealth,  as  shown  by  the 
returns  of  the  census  of  1870;  ana  every  association  hereafter  organized  shall 
be  subject  to,  and  be  governed  by  the  rules,  restrictions,  and  limitations,  and 
possess  the  rights,  privileges,  and  franchises,  now  or  hereafter  to  be  prescribed 
by  law  as  to  National  banking  associations,  with  the  same  power  to  amend,  alter 
and  repeal  provided  by  “ the  National  bank  act,”  provided , That  the  whole  amount 
of  circulation  withdrawn  and  removed  from  banks  transacting  business  shall 
not  exceed  $ 55,000,000,  and  that  such  circulation  shall  be  withdrawn  and  re- 
deemed as  shall  be  necessary  to  supply  the  circulation  previously  issued  to  the 
T>anks  in  those  States  having  less  than  their  apportionment.  And  provided  fur - 
thery  That  not  more  than  $30,000,000  shall  oe  withdrawn  and  redeemed  as 
[herein]  contemplated  during  the  fiscal  year  ending  June  30,  1875. 
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Redemption  of  National  Bank*  Notes. — Perhaps  the  most  important  re* 
suit  of  the  new  currency  act  is  to  arise  from  the  provision  for  the  redemption 
of  National  banknotes  under  the  direction  of  the  Treasury  Department.  It  is 
doubtful  whether  the  members  of  Congress  know  how  distinct  is  the  step  to- 
wards ultimate  specie  payment  for  which  they  have  thus  voted.  The  work 
of  redemption  seems  at  last  to  be  provided  for ; and  if  carried  out  in  good 
faith  it  will  be  worth  more  to  the  country  than  any  of  the  other  measures 
recently  proposed  to  Congress.  The  practical  difficulty  of  assorting  the  notes 
and  presenting  them  for  redemption  is  at  once  obviated,  and  the  work  will  be 
greatly  facilitated  by  the  numbers  to  be  hereafter  stamped  on  all  bills  when 
issued. 

Organization  of  New  National  Banks.— The  Comptroller  of  the  Cur- 
rency is  prepared  to  receive  applications  for  the  organization  of  National 
bonks  in  all  Western  and  Southern  States.  Applications  may  be  made  by 
letter,  giving  the  names  of  not  less  than  five  shareholders  of  the  proposed 
organization,  which  should  be  accompanied  with  the  indorsement  of  the  sen- 
ator or  representative  of  the  district  where  the  bank  is  to  be  situated,  giving 
satisfactory  information  in  regard  to  the  character  and  means  of  the  appli- 
cants. Applications  will  be  considered  immediately  upon  their  receipt,  and, 
if  approved,  the  necessary  forms  for  the  organization  of  the  new  banks  will 
be  at  once  transmitted.  Under  the  new  apportionment  all  the  Western  and 
Southern  States  and  Territories,  with  the  exception  of  Colorado,  Montana  and 
Wyoming,  will  be  entitled  to  additional  circulation. 

Taxation  of  Savings  Banks. — The  bill  relative  to  taxation  of  certain  Sav- 
ings banks,  which  has  passed  both  Houses  of  Congress,  provides  “ that  no 
further  collection  of  internal  revenue  ta^ces  shall  be  made  on  the  earnings  of 
Savings  banks  or  institutions  for  savings  having  no  capital  stock,  and  doing 
no  other  business  but  receiving  deposits  to  be  loaned  or  invested  for  the  sole 
benefit  of  the  parties  making  such  deposits,  without  profit  or  compensation  to 
the  association  or  company,  whether  the  earnings  of  the  same  have  been  or 
may  hereafter  be  divided  annually,  semi-annually,  or  at  any  other  period. 

This  bill  will  relieve  the  Savings  banks  of  the  country  from  the  payment  of 
a tax  on  surplus  dividends  from  1864  to  1871,  which,  under  a recent  decision 
of  the  United  States  Supreme  Court,  they  were  liable  to  pay.  The  amount 
involved  was  quite  large;  in  some  instances  the  amount  claimed  from  a single 
bank  was  as  high  as  $30,000,  two  of  the  Massachusetts  banks  having  over 
$25,000  each  at  stake.  # 

Treasury  Delinquents. — The  Senate  Committee  on  Finance  reported 
^favorably  on  a resolution  calling  on  the  Secretary  of  the  Treasury  for  the 
names  of  all  disbursing  officers  of  the  government  who  are  in  default,  with 
the  amounts  due  from  them,  &c.  The  reason  given  was  that  it  would  take 
from  three  to  six  months  to  prepare  the  information,  and  involve  an  ex- 
pense of  $ 75,000. 

The  Bankers  and  Brokers7  Tax. — The  suifs  brought  in  the  United 
States  Circuit  Court  against  ex-collector  Joshua  F.  Bailey,  by  Messrs. 
CUrk,  Dodge  & Co.  and  Frank  Work,  to  recover  taxes  paid  by  tnem  under 
protest,  were  decided  by  Judge  Woodruff  on  June  16th,  in  favor  of  the 
plaintiffs.  The  tax  exacted  was  i-24th  per  cent,  on  all  money  deposited  with 
the  plaintiffs  and  liable  to  be  withdrawn  by  drafts  or  checks  and  on  all 
money  borrowed  on  margins  for  their  own  use.  The  plaintiffs  contended 
that  money  so  held  by  them  did  not  come  within  the  provisions  of  the  law 
Imposing  the  tax.  The  amount  sued  for  was  about  $20,000.  These  two  were 
test  cases,  and  the  result  of  Judge  Woodruff’s  decision,  if  sustained,  will  be 
to  draw  a very  large  sum  from  the  U.  S.  Treasury. 
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Thk  Legal-Holiday  Act. — A bill  intended  to  furnish  an  intelligible  sub- 
stitute for  the  present  clumsy  and  obscure  law  on  holidays  was  passed  by 
the  New  York  Legislature  at  its  recent  session.  But  through  some  inex- 
plicable trick  its  whole  tenor  was  altered,  and  its  object  defeated.  It  was, 
therefore,  very  properly  vetoed  by  Governor  Dix,  who  says:  “This  bill 
repeals  all  acts  inconsistent  with  it,  and  was  designed  to  make  bills  of  ex- 
change, etc.,  falling  due  on  the  enumerated  holidays  or  on  any  Sunday,  pay- 
able on  the  preceding  day.  It  was  introduced  with  such  a provision  ; but  it 
was  altered  on  its  passage  through  the  two  Houses  by  substituting  the  word 
‘succeeding’  for  ‘preceding,’  and  if  approved,  would  annul  the  act  of  1873,  as 
amended  by  the  second  act  of  that  year.  Much  confusion  has  arisen  from 
these  successive  enactments  and  the  various  interpretations  they  have  received. 
This  bill,  if  approved,  would  add  to  it  and  establish  a usage  at  variance  with 
that  of  most  commercial  countries.  It  is,  therefore,  disapproved  as  unwise 
and  vexatious.” 

The  Second  Trial  of  Callender  on  the  charge  of  making  false  re- 
ports of  the  condition  of  the  Ocean  Bank,  by  which  that  institution  was 
Kept  out  of  the  hands  of  a receiver  until  its  entire  capital  of  one  million  dol- 
lars was  swindled  out  of  existence,  and  the  stockholders  brought  into  debt  to 
the  depositors,  has  resulted  like  the  first,  in  a disagreement  of  the  jury.  It 
is  not  probable  that  the  case  will  ever  be  tried  again.  After  a short  season 
it  will  slide  quietly  into  oblivion. 

Mr.  Samuel  Jaudon  died  a few  days  since,  aged  80  years.  He  was 
Cashier  of  the  Second  Bank  of  the  United  States,  in  Philadelphia,  and 
became  President  of  the  New  York  Branch  of  the  Pennsylvania  Bank 
in  which  that  institution  was  merged.  In  1837  he  visited  England  in  the  inter- 
ests of  the  latter.  It  failed  in  1845  and  he  has  lived  in  retirement  since 
that  time. 

The  Steamer  Faraday  landed  the  shore  end  of  a new  Atlantic  cable 
on  Saturday,  May  30,  at  Barry  Head,  Nova  Scotia. 

The  National  Bank  of  Commerce. — The  tenth  annual  statement  to  its 
shareholders  of  the  Bank  of  Commerce  in  New  York,  has  recently  been 
published.  This  is  the  bank  of  largest  capital  in  the  United  States.  \Ve  col- 
late the  following  interesting  items  of  its  condition : 


Capital $ 10,000,000 

Surplus  earned 3,250,000 

Deposits 12,142,606 

Circulation 3, 1 35,585 

Profits,  interest,  etc 487,272 

Other  items 13,239 


$ 29,028,702 

Loans  and  discounts $12,945,481 

Stocks  of  United  States 6,277,346 

Legal-tender  %iotes 5**84495 

National  bank  notes  and  checks 2,705,862 

Specie -------- - 739.523 

Real  estate,  banking  house,  &c 500,000 

Interest  accrued  from  various  sources..  455,086 

Other  items 220,909 — $29,028,702 


The  statement  is  clear,  •concise,  neat,  highly  creditable  to  the  management 
and  most  pleasing  to  the  stockholders,  who  have  received  back  in  dividends, 
in  the  ten  years  of  the  existence  of  the  bank  under  the  National  law,  nearly 
the  whole  of  their  capital  invested,  and,  in  addition,  have  standing  to  their 
credit  in  undivided  profits  and  real  estate  more  than  thirty-three  per  cent,  of 
the  par  of  their  stock.  It  is  to  banks  of  this  solid  class  that  we  are  chiefly 
indebted  for  our  commercial  prosperity  and  National  credit.  When  their  con- 
nection with  public  interests  is  understood  and  justly  appreciated,  they  will 
succeed  the  Independent  Treasury  as  fiscal  agents  of  the  Government,  and 
that  crude  and  costly  piece  of  financial  machinery  will  be  abolished.  The 
aggregate  amount  of  United  States  stocks  and  legal  tenders  held  by  the  Bank 
of  Commerce  is  $11461482. 
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The  National  Trust  Company,  of  this  city,  has  declared  a dividend  of 
four  per  cent.,  payable  July  1st. 

Jdessrs.  Duncan,  Mathews  & Co.,  recently  established  at  the  corner  of 
William  and  Pine  Streets,  are  transacting  not  only  a foreign  exchange,  but  a 
general  banking  business,  more  especially  with  bankers  and  merchants  out  of 
town.  Their  card  will  be  found  in  our  advertising  sheet. 

Messrs.  Fisk  &,  Hatch  announced  their  readiness  to  pay  before  maturity 
their  certificates  of  indebtedness,  maturing  June  24th,  by  the  following 
circular : 

New  York,  June  15,  1874. 

Our  certificates  of  indebtedness,  due  June  24,  will  be  paid  on  presentation, 
with  interest  to  date  of  payment. 

If  presented  after  June  24th,  the  interest  from  that  date  will  be  at  the  rate 
of  four  per  cent,  per  annum,  as  on  current  deposits. 

The  certificates  may  be  forwarded  to  us  at  any  time  after  the  receipt  of 
this,  for  remittance,  or  for  credit  on  account  subject  to  draft,  as  holders  may 
direct  Very  respectfully  yours,  Fisk  & Hatch. 

Removal. — Messrs.  Donnell,  Lawson  & Co.  have  taken  possession  of 
their  new  office,  No.  92  Broadway,  where  they  find  increased  facilities  for 
their  growing  business.  Honorable  dealing,  promptness  and  courtesy  will 
make  friends  and  attract  custom  even  when  times  are  dull. 

Guardian  Savings  Bank. — Mr.  Jeremiah  Quinlan,  receiver  of  the  Guard- 
, ian  Savings  Bank,  paid  a dividend  of  twenty  per  cent.,  on  June  6th,  to  the 
depositors  of  the  late  bank.  This  dividend  makes  a total  of  ninety  per  cent, 
paid,  leaving  five  per  cent,  still  to  be  paid. 

The  total  debt  of  the  City  and  County  of  New  York  on  the  1st  of  June 
was  $119,762,299,  an  increase  of  $ 11,000,000  since  June  I,  1873. 

California. — The  Hon.  Frederick  F.  Low,  recently  appointed  General 
Manager  of  the  Anglo-Califor.nian  Bank  in  San  Francisco,  was  formerly  a 
successful  banker  in  Marysville,  afterwards  a Representative  of  California  in 
Congress,  then  Governor  of  the  State,  and  has  only  recently  retired  from  the 
post  of  United  States  Minister  to  China.  We  wish  the  ex-Governor  eminent 
success  in  his  new  position. 

The  Illinois  Supreme  Court  has  decided  that  the  loan  of  1869,  by  which 
it  was  proposed  to  make  the  State  responsible  for  all  railroad  aid  bonds  issued 
by  cities,  towns  and  counties,  is  unconstitutional.  This  decision  is  of  general 
interest  inasmuch  as  such  bonds  are  held  throughout  the  country. 

Illinois. — The  Phenix  Banking  Company,  of  Chicago,  (organized  to  suc- 
ceed the  People’s  Loan  and  Savings  Bank),  commenced  business  in  June, 
with  a capital  of  $250,000.  President,  Wm.  V.  Kay;  Cashier,  Charles  D. 
Bickford. 

CarlinvilU . — The  old-established  banking  house  of  Chesnut  & Dubois 
having  the  addition  of  Mr.  B.  T.  Burke,  the  firm  name  is  now  changed  to 
Burke,  Dubois  & Chesnut.  Their  exchange  business  is  transacted  as  here- 
tofore with  the  National  Park  Bank  and  Knauth,  Nachod  & Kuhne  at  New 
York,  and  at  other  points  with  the  correspondents  announced  in  their  card 
on  our  cover  sheets. 

Warren. — The  Farmers’  National  Bank,  of  Warren,  went  into  voluntary 
liquidation  in  May.  Its  late  President  and  Vice-President  compose  the  new 
bonking  firm  of  Rogers  & Richardson,  who  succeed  to  the  business  of  the 
bonk.  Mr.  S.  A.  Clark  is  their  Cashier. 

Indiana. — The  Farmers’  Loan  & Deposit  Bank,  of  Rochester,  closed  its 
doors  May  4th,  and  passed  into  the  hands  of  assignees  chosen  by  the  creditors. 

Kentucky. — The  National  Southern  Kentucky  Bank  of  Bowling 
Green  was  organized  in  May,  with  a capital  of  $50,000.  President,  Charles 
A.  Nazro;  Cashier,  H.  L.  Underwood.  This  bank  succeeds  the  Southern 
Kentx-cky  Bank  of  Messrs.  Nazro  and  Underwood. 
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Michigan. — The  mining  district  is  afflicted  with  a shinplaster  currency,  of 
which  the  Iron  Home  says : 

“There  was  a time  when  bankers  took  this  money  at  par,  when  it  did  not 
inconvenience  our  people  to  any  extent;  and  its  circulation  was  encouraged  in 
defiance  of  law  on  account  of  its  convenience,  and  to  encourage  the  enterprise 
of  the  companies.  But  even  then  it  was  worthless  one  hundred  miles  from 
home,  or,  at  least,  could  not  be  used  without  being  submitted  to  a heavy 
shave.  And  now,  since  the  panicky  times,  it  has  become  an  absolute 
nuisance. 

Grand  Rapids. — On  June  15th,  Mr.  A.  J.  Wells,  book-keeper  in  M.  V. 
Aldrich’s  bank,  dropped  dead  from  heart  disease,  while  in  the  First 
National  Bank,  transacting  business. 

Missouri. — The  third  anniversary  meeting  of  the  Bank  Clerks’  Associa- 
tion of  St.  Louis  was  held  on  May  25.  The  president’s  report  shows  a con- 
dition of  vigor  and  usefulness.  The  association  is  stronger  in  finances  and  in 
membership  than  a year  ago.  The  number  of  members  at  date  of  last  report 
was  146 ; new'  members  added,  34 ; deaths,  2 ; resignations,  3 ; dropped  from 
rolls,  13  ; present  membership,  162.  We  shall  endeavor  to  find  space  in  our 
next  number  for  the  report  in  full,  which  has  reached  us  too  late  for  the 
present  issue. 

National  Bank  Loans  on  Real  Estate  Security.— The  Union 
National  Bank  of  St.  Louis  made  a loan  on  certain  promissory  notes 
secured  by  real  estate.  The  notes  were  unpaid,  and  the  bank  proceeded  to 
sell  the  property  under  the  deed  of  trust. 

A temporary  injunction  to  restrain  the  sale  was  granted,  and  the  case  catae 
up  on  a motion  to  make  the  injunction  perpetual.  The  defense  was,  that 
a National  bank  could  neither  loan  money  on  real  estate  security,  nor  receive 
a note  secured  by  real  estate,  even  as  collateral  for  a loan,  and  hence  the 
bank  did  not  become  the  legal  holder  of  the  paper,  as  by  act  of  Congress 
National  banks  were  all  prohibited  from  loaning  upon  real  estate  security. 

This  view  the  court  (Circuit  No.  1)  sustained,  and  made  perpetual  the 
injunction  restraining  the  bank  from  attemptfhg  to  enforce  "the  collection  of 
the  note.  It  is  stated  a very  large  amount  of  real  estate  securities  are  held 
by  the  several  National  banks  of  St.  Louis,  all  of  which  is  rendered  valueless 
to  them  if  this  decision  be  sustained. 

The  Loans  of  Savings  Banks. — The  U.  S.  Circuit  Court  at  Canandaigua, 
N.  Y.,  has  affirmed  a decision  of  the  District  Court  that  the  People’s  Savings 
Bank  of  Syracuse  cannot  recover  on  certain  notes  discounted,  amounting  to 
about  $ 35,000,  on  the  ground  that  discounting  notes  is  prohibited  by  its 
charter. 

Philadelphia. — The  Shackamaxon  Bank  & Savings  Fund,  No.  1,737 
Frankford  road,  has  had  its  name  changed  to  the  “ Shackamaxon  Bank.” 

Pittsburgh. — An  attempt  was  recently  made  to  rob  the  Tenth  Ward  Bank, 
which  was  frustrated  by  the  discovery  that  the  light  usually  kept  burning  was 
extinguished.  Upon  entrance  at  the  front  a noise  was  heard,  and  two  men 
broke  through  the  rear  d:>or  and  made  their  escape.  Examination  disclosed 
ample  arrangements  for  escaping,  evidently  with  the  plunder.  Entrance  to 
the  building  was  made  early  in  the  night  to  allow  full  time  to  work  at  the 
safe,  which  contained  thousands  of  dollars. 

Tennessee. — The  De  Soto  Bank  of  Memphis  has  retired  from  business  in 
consequence  of  the  expiration  of  the  charter.  The  attorney  of  the  bank  is 
said  to  have  made  a mistake  in  drafting  the  bill  for  the  renewal  of  the 
charter,  qnd  also  made  void  a bill  passed  for  its  relief. 

Bankable  Funds. — The  decision  of  the  Special  Court  of  Appeals  of  Vir- 
ginia in  the  case  of  Bossieux  v.  Clendening,  has  more  than  passing  interest. 
The  question  decided  was  : “What  constitutes  current  bankable  funds?”  It 
arose  on  the  maturity  of  a bond  executed  during  the  war.  The  obligor 
offered  payment  in  lawful  money,  scaled  according  to  the  relative  value  of 
Confederate  notes  in  greenbacks  at  the  time  the  •obligation  was  executed.  The 
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holder  of  the  note  refused  to  accept  this,  and  the  case  went  to  the  courts. 
After  pending  several  years,  it  was  decreed  by  the  court  of  last  resort  that 
the  obligations  must  be  scaled  according  to  the  gold  value  of  National  bank 
notes  at  the  date  of  maturity,  the  amount  so  ascertained  to  be  paid  in  gold. 
The  decision  seems  to  be  just  and  equitable,  and  deserves  to  be  considered  bv 
all  who  may  hereafter  execute  a bond  payable  in  “current  bankable  funds/’ 
It  asserts  the  principle  (as  we  understand  it)  that  the  lowest  grade  of  cur- 
rency (National  bank  notes)  may  be  offered  in  payment  of  such  bond;  but  if 
the  gold  value  of  National  bank  notes  be  greater  or  less  at  the  time  of 
maturity  than  it  was  when  the  obligation  was  executed,  then  the  obligor  shall 
pay  more  or  less  than  the  nominal  amount  of  his  bond,  according  to  the  dif- 
ference in  the  currency  price  of  gold. — Richmond  Whiff. 

Virginia. — The  Supreme  Court  of  Appeals  of  this  State  has  recently  made 
a decision  upon  the  Usury  act  of  1873,  which  is  of  much  interest.  Before 
the  passage  of  this  act  all  usurious  contracts  in  Virginia  were  voidy  except 
those  made  by  incorporated  companies.  The  new  law  is  as  follows  : 

“No  corporation  shall  hereafter  interpose  the  defence  of  usury  in  any  action; 
nor  shall  anv  bond,  note,  debt  or  contract  of  such  corporation  be  set 
aside,  impaired  or  adjudged  invalid  by  reason  of  anything  contained  in  the 
laws  prohibiting  usury.”  James  B.  Pace,  after  the  passage  of  the  above 
act,  sued  the  town  of  Danville  upon  bonds  issued  and  sold  in  1863.  The 
town  offered  a plea  of  usury,  its  counsel  taking  the  ground  that  the  act  was 
not  retrospective  in  its  operation,  and  that  if  it  was  it  impaired  the  obliga- 
tion contracts.  The  Circuit  Court  rejected  the  plea  and  gave  judgment  for 
the  plaintiff.  # 

The  Supreme  Court  of  Appeals  affirmed  the  judgment  of  the  lower  Court, 
holding  that  the  law  was  retrospective,  and  did  not  impair  the  obligations  of 
contracts. 

Virginia. — The  First  National  Bank  of  Norfolk  suspended  payment 
on  May  26th.  At  a meeting  of  the  directors  held  June  2d,  it  was  ascer- 
tained that  the  bank  had  hopelessly  failed.  A receiver  was  qualified  and  took 
possession  on  the  10th.  It  has  been  stated  that  depositors  would  realize  only 
about  twenty-five  cents  on  the  dollar,  but  later  intimations  give  promise  of  a 
larger  dividend. 

The  Virginia  “Embezzlement  Bill.” — The  bill  known  as  the  “Em- 
bezzlement Bill/’  passed  by  the  General  Assembly  of  Virginia  at  its  last  ses- 
sion, is  of  interest  to  bankers  as  tending  to  check  unfaithfulness  in  employees 
and  the  fraudulent  transfer  of  property  pledged  to  secure  advances.  It  is  as 
follows  : 

To  prevent  fraudulent  conversions  of  money  or  property,  and  the  fraudulent 
failure  to  comply  with  certain  contracts  or  agreements,  and  to  repeal  sec- 
tions 20  and  21  of  chapter  1 88  of  the  Code  of  1873,  in  relation  to  embezzle- 
ment. 

Be  it  enacted  by  the  General  Assembly , That  if  any  person  shall  wrongfully 
«fcd  fraudulently  use,  dispose  of,  conceal  or  embezzle  any  money,  bill,  note, 
check,  order,  draft,  bond,  receipt,  bill  of  lading,  or  any  other  property  which 
he  shall  have  received  for  anotner,  or  for  his  employer,  principal  or  bailor,  or 
by  virtue  of  his  office,  trust  or  employment,  or  wnich  shall  have  been  entrust- 
ed or  delivered  to  him  by  another,  or  by  any  court,  corporation  or  company, 
he  shall  be  deemed  guilty  of  the  larceny  thereof. 

2.  If  any  person  store  or  ship  goods,  wares,  merchandise,  grain,  flour,  or 
other  produce  or  commodity  in  his  own  name,  being  in  the  possession  there- 
of, for  or  on  account  of  another,  and  sell,  negotiate,  pledge  or  hypothecate  the 
same,  or  any  pari  thereof,  or  the  receipt  or  bill  of  lading  received  therefor, 
and  fraudulently  fail  to  account  for  or  pay  over  to  his  principal  or  owner  of 
the  property  the  amount  so  received  on  such  sale,  negotiation,  pledge  or  hy- 
pothecation, he  shall  be  adjudged  guilty  of  the  larceny  thereof. 

> If  any  person  shall  obtain  from  another  an  advance  of  money,  merchan- 
dise or  other  thing,  upon  1 promise  in  writing  that  he  will  send  or  deliver  to 
such  other  person  his  crop  or  other  property,  and  shall  fraudulently  fail  or  re- 
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fuse  to  perform  such  promise,  he  shall  be  deemed  guilty  of  the  larceny  of 
such  money,  merchandise  or  other  thing. 

4.  Any  person  prosecuted  under  this  act  shall  be  allowed  to  testify  in  his 
own  behalf. 

5.  Sections  twenty  and  twenty-one  of  chapter  one  hundred  and  eighly-eight 
of  the  Code  of  1873  are  hereby  repealed. 

6.  This  act  shall  be  in  force  from  its  passage. 

Wisconsin. — Proceedings  have  been  taken  before  the  U.  S.  District  Court, 
on  behalf  of  the  creditors  of  the  bankrupt  Bank  of  Madison  ; the  object  being  to 
recover  moneys  from  the  Hon.  Simeon  Mills,  long  the  chief  man  of  the  bank,  but 
who  had  withdrawn  a few  years  ago.  The  testimony  of  officials  of  the  bank  is 
said  to  show  that  it  had  been  bankrupt  for  seven  years,  and  that  the  fact  was  con- 
cealed by  fictitious  drafts  and  other  devices  in  its  periodical  statements. 

Coins. — The  assignee  in  bankruptcy  of  the  Bank  of  Madison  invites  bids  for 
the  collection  of  coins  belonging  to  the  late  President  James  L.  Hill,  consisting 
of  5,482  pieces  of  all  nations,  many  of  them  of  great  antiquity. 


Checks  in  France. — The  French  legislation  relative  to  checks  has  recently 
been  the  subject  of  some  important  changes,  and  a summary  of  the  law  as  it 
now  stands  will  be  found  of  utility,  so  far  as  concerns  checks  drawn  from 
abroad  on  France,  or  from  one  foreign  country  on  another,  and  negotiated  in 
France.  A point  to  which  attention  should  be  specially  directed  is  that  the 
date  of  the  month  must  now  be  written  in  words  and  not  in  figures,  ^he 
‘non-observance  of  this  rule  renders  checks  liable  to  taxation  as  bills  of  ex- 
change. All  checks  are  payable  at  sight ; they  must  mention  the  place  where 
they  are  drawn  ; the  date  of  the  month  must  be  written  in  words  and  by  the 
same  hand  by  which  the  check  has  been  drawn  ; provision  in  money  must  exist 
at  the  moment  of  drawing ; checks,  including  those  to  bearer,  must  be  receipted 
on  payment,  and  the  receipt  be  dated ; they  must  bear  no  mention  of  the  na- 
ture of  the  consideration  in  payment  of  which  they  are  given  ; those  payable 
in  the  place  in  which  they  are  drawn  must  bear  an  embossed  stamp  of  ten 
centimes;  those  drawn  from  one  town  of  France  on  another  should  bear 
an  embossed  stamp  of  twenty  centimes  ; but  checks  with  an  embossed  stamp 
of  ten  centimes  may  be  usecl  on  adding  an  adhesive  receipt  stamp  of  ten  cen- 
times obliterated  by  the  drawer.  The  above  provisions  also  apply  to  checks 
drawn  from  France  on  foreign  countries.  Checks  drawn  from  foreign  coun- 
tries on  France,  when  not  on  a form  bearing  the  French  stamp,  must  be 
enfranchised,  before  any  use  can  be  made  of  them  in  France,  by  the  affix- 
ing and  obliteration  of  two  adhesive  receipt  stamps  of  ten  centimes  each; 
checks  drawn  from  one  foreign  country  on  another,  wdien  the  conditions  re- 

3uired  for  checks  created  in  France  arc  fulfilled,  and  especially  w'hen  the 
ate  of  the  month  is  written  in  full,  may,  on  their  transit  in  France  be 
stamped  by  affixing  two  receipt  stamps  of  ten  centimes  each;  otherwise  those 
from  one  place  abroad  on  another,  and  especially  those  of  which  the  date 
is  written  in  figures,  are  liable  to  the  payment,  of  the  duty  of  50  cen- 
times per  2,000  francs  or  fraction  of  2,000  francs,  fixed  by  the  law^  of  the 
20th  December.  1872,  for  foreign  bills  circulating  in  France!  Parties  issuing, 
endorsing,  receipting  or  paying  checks  irregularly  dated,  or  containing  any 
infraction  of  the  above  regulations  are  liable  to  a penalty  of  six  per  cent,  of 
the  amount  of  the  check,  but  not  less  than  100  francs. 


Benjamin  H.  Bristow,  of  Louisville,  Ky.,  was  nominated  by  the  President, 
June  I,  and  promptly  confirmed  by  the  Senate  as  Secretary  of  the  Treasury, 
to  succeed  Mr.  Richardson.  He  w'as  Solicitor-General  under  Attorney-General 
Ackerman,  and  was  nominated  by  the  President  as  the  successor  of  Mr.  Wil- 
liams, when  the  name  of  the  latter  was  before  the  Senate  for  confirmation  as 
Chief  Justice.  He  has  a sound  local  reputation  for  ability,  but  has  never 
been  connected  with  public  finances. 
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NEW  BANKS,  BANKERS  AND  SAVINGS  BANKS. . 

( Monthly  List , continued  from  June  Number , page  992. ) 

Additions  for  this  list  are  solicited  from  the  subscribers  to  this  work. 
NEW  YORK  CITY. 

Kent  & Hopkins.  Livingston  & Co. 

W.  S.  Nichols  & Co. 

Place  and  State.  Name  0/  Bank.  N.  Y.  Correspondent. 

Georgetown,  Col Fish,  Meserve  & Phelps 

Bridgeport,  Conn Staples  & Co Drake  Brothers. 

Milford,  Del Branch  Bank  of  Smyrna Phila.  Nat.  Bank,  Pa. 

Chicago,  III Phenix  Banking  Co Amer.  Ex.  Nat.  Bank. 

Belleville,  “ First  National  Bank 

Warren,  “ Rogers  & Richardson George  Opdyke  & Co. 

Nashville,  “ Sawyer,  McCracken  & Co J.  N.  Halfaday. 

Newman,  “ Murphy,  Hancock  & Co Fifth  Nat.  Bank,  Chicago. 

Cherokee,  Iowa T.  S.  Steele  & Son Ninth  National  Bank. 

Des  Moines,  “ J.  N.  Thomas’  Bank National  Park  Bank. 

Greene,  “ Bank  of  Greene Tumbridge  & Co. 

“ “ People’s  Saving  Bank Corbin  Banking  Co. 

Union,  “ S.  R.  Benson  & Co Fourth  National  Bank. 

Wilton,  ** Farmers  & Citizens’  Bank Ninth  National  Bank. 

Bowling  Green,  Ky..  Nat.  Southern  Kentucky  Bank.  Ninth  National  Bank. 

Lebanon,  “ ..  Marion  National  Bank Bank  of  America. 

Winchester,  “ Citizens’  National  Bank 

Brockton,  Mass Home  National  Bank N.B.  Commonwealth,  Bos. 

Fitchburg,  “ Safety  Fund  National  Bank.. ..  

Portland,  Mich Maynard,  Allen  & Col Metropolitan  Nat.  Bank. 

Waseca,  Minn Bank  of  Waseca Gilman,  Son  & Co. 

Greenville,  Miss Kretschmar  & Farrar National  Park  Bank. 

St.  Louis,  Mo American  Financial  Corporation  Kountze  Bros. 

**  ** Asa  W.  Smith' & Bro National  Currency  Bank. 

Schnyler,  Neb Sumner  & Co Saunders  & Hardenberg. 

Paterson,  N.  J Second  National  Bank First  National  Bank. 

Clyde,  N.  Y Gurnee  & Streeter 

Oneonta,  M Wilber  National  Bank Ninth  National  Bank. 

Cadiz,  Ohio Far.  & Mec.  Sav.  & Loan  Asso.  Imp. &Traders’Nat. Bank. 

Dayton,  “ Dayton  Savings  Bank German- American  Bank. 

Kenton,  “ Citizens’  Bank Ninth  National  Bank. 

Morgan,  “ Morgan  Saving  & Loan  Asso..  Hatch  & Foote. 

Brookville,  Pa T.  S.  King  & Co Ninth  National  Bank. 

West  Fairview,  “ West  Fairview  Savings  Bank  . Union  Banking  Co.,  Phila. 

Gainesville,  Texas...  Cooke  County  Bank Swenson,  Perkins  & Co. 

Paris,  “ ...  Farmers  & Merchants’  Bank..  Donnell,  Lawson  & Co. 

Portage,  Wis City  Bank  of  Portage Bank  of  North  America. 
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CHANGES  OF  PRESIDENT  AND  CASHIER. 

( Monthly  List ; continued  from  June  No.,  page  9930 

June,  1874. 

Banks  are  requested  to  furnish  prompt  notice  of  any  future  changes. 

Name  0/  Bank.  Elected.  In  place  0/ 

Anglo-Californian  B.,  San  Fran.,  Cal.  Fred’k  F.  Low,  Mgr . Richard  G.  Sneath. 
Bank  of  San  Luis  Obispo,  “ . E.  W.  Steele,  Pres ...  H.  M.  Warden. 

Lancaster  Nat.  B.,  Lancaster,  Mass.  . Wm.  H.  McNeil,  Cas..  Caleb  T.  Symmes. 
First  Nat.  Bank,  Northfield,  Minn...  J.  C.  Nutting,  Pres...  J.  A.  Scriver. 

Security  Bank,  St.  Louis,  Mo.  James  Aull,  Cash Van  L.  Runyan. 

Farmers  and  Traders’  B.,  Mexico, u . J.  E.  Dearing,  Cash..  R.  R.  Arnold. 

B.  of  Haverstraw,  Haverstraw,  N.  Y.  Ira  M.  Hedges, /Vw . . Jacob  Odell. 

Harrison  National  Bank,  Cadiz,  Ohio.  Charles  P.  Dewey,  Cas.  Medford  J.  Brown. 
Youngstown  Sav.  & Loan  Asso.,  “ . Joseph  H. Brown, Pres.  Freeman  O.  Arms. 


DISSOLVED  OR  DISCONTINUED. 

( Monthly  List,  continued  from  June  No.,  page  994. ) 

NEW  YORK  CITY. 

Berry  & Co.  Nichols,  Stone  & Co. 

Hay  & Warner.  Turner  Brothers. 

Illinois. — People’s  Loan  and  Savings  Bank,  Chicago , (succeeded  by  Phenix 
Banking  Co.);  Hay,  Brothers  & Co.,  Nashville , (succeeded  by  Sawyer 
McCracken  & Co);  Farmers’  National  Bank,  Warren,  (succeeded  by  Rogers 
& Richardson.) 

Indiana. — Farmers’  Loan  and  Deposit  Bank,  Rochester,  failed. 

Iowa.  — Des  Moines  Savings  Bank,  Des  Moines,  (succeeded  by  I.  N. 
Thomas’  Bank.) 

Kentucky. — Southern  Kentucky  Bank,  Bowling  Green , (succeeded  by 
National  Southern  Kentucky  Bank) ; Commercial  Bank,  Lebanon , (succeeded  by 
Marion  National  Bank.) 

Louisiana. — Samuel  Smith  & Co.,  New  Orleans . 

Minnesota. — C.  Hardin  & Son,  Kasson,  (removed  to  Waseca  as  the 
“ Bank  of  Waseca.”) 

Nebraska. — Sumner,  Smith  & Co.,  Schuyler , (now  Sumner  & Co.) 

Nzw  Jersey. — Passaic  National  Bank,  Patterson,  (changed  to  Second  Na- 
tional Bank. ) 

.New  York. — Bank  of  Brockport,  Brockport,  (sold  out  to  Allen  & Kings- 
bury); Griswold  & Gurnee,  Clyde,  (now  Gurnee  & Streeter.) 

Ohio. — Citizens’  Bank,  Dayton,  (succeeded  by  Dayton  Savings  Bank) ; Bank 
of  Exchange  and  Deposit,  Kenton,  (succeeded  by  Citizens’  Bank.) 

Texas.  — Smith  & Co.,  Paris,  (succeeded  by  Farmers  and  Merchants’ 
Bank. ) 
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NEW  NATIONAL  BANKS. 


Authorized  No. 
187*- 

May  . 
29 

2,148 

29  . 

June 

2,149 

3 

2,150 

6 . 

2,151 

8 . 

2,152 

9 - 

**53 

15  - 

2.154 

Name  and  Place. 

Citizens’  Nat.  B’k, 

Winchester,  Ky. 
N.  Southern  Ky.  B’k, 
Bowling  Green,  Ky. 
Marion  Nat.  Bank, 

I^ebanon,  Ky. 
Wilber  Nat.  Bank, 

Oneonta,  N.  Y. 
Home  Nat.  Bank, 

Brockton,  Mass. 
Safety  Fund  Nat.  B’k, 

Fitchburg,  Mass. 
First  National  Bank, 

Belleville,  III. 


President  and  Cashier.  <-  Capital  — s 

Paid.  Limit. 

R.  N.  Winn 

J.  D.  Simpson $ 63,250  -$  126,500 

Chas.  A.  Nazro. . 

H.  S.  Underwood  50,000  . 500,000 
R.  H.  Rountree  ... 

N.  S.  Ray 136,800  . 150,000 

David  Wilber 

George  I.  Wilber  100,000  . 300,000 

R.  P.  Kingman 

. C.  D.  Fullerton..  200,000  . 400,000 

Henry  Allison 

F.  F.  Woodward-  50,000  . 100,000 

Julius  Kohl 

Van  L.  Runyan..  65,000  125,000 


THE  PREMIUM  OJM  GOLD,  May  and  June,  1874. 


1S74- 

Lowest. 

Highest. 

Lowest. 

Highest. 

Lowest. 

Highest. 

January  .. 

10% 

■ 12#  .. 

May  it;. .. 

12# 

.12#  .. 

June  4 

...  it# 

11# 

February . 

"X 

. 13  .. 

16... 

12 

- 12#  -- 

5 

...  11# 

- 11# 

March  . . . 

II* 

- 13#  -• 

6 

...  10# 

• II X 

Apnl  .... 

II# 

14#  .- 

18... 

12# 

- 12# 



II# 

- 13#  .. 

19... 

12 

- 12#  -• 

8 

...  10# 

■ 10# 

20. .. 

12# 

- 12#  - 

9 

...  10# 

- 10# 

May  1 ... 

12# 

- 13#  .. 

21. .. 

12# 

. 12#  .. 

10 

...  10# 

. II# 

2 .. . 

12# 

- 13  -- 

22. .. 

12* 

- 12#  .. 

11 

...  10# 

. II# 

23... 

12# 

. 12#  .. 

12 

...  10# 

. 11* 

4 * * * 

12# 

• 12#  -- 

13 

...  10# 

II# 

5 

12# 

12#  .. 

25... 

12# 

- 12# 

6 ... 

12 

- 12#  - 

26... 

12# 

. 12#  .. 

15 

...  10# 

• 10# 

7 --- 

12# 

- 12#  .. 

27... 

12# 

. 12#  .. 

16 

...  10# 

• II# 

8... 

12# 

- 12#  .. 

28... 

12# 

. 12#  .. 

ll 

...  ii 

. II# 

9 ... 

12# 

. 12#  .. 

29... 

12# 

• 12#  .. 

18 

...  11 

. II# 

.. 

30-.. 

Holiday. 

19 

. ..  11 

- II# 

11 

12# 

- 12#  .. 

20 

--  11# 

. 12 

12  . .. 

12 

- 12#  .. 

J une  1 . . . 

12 

. 12#  .. 

*3--- 

lift 

• 12#  .. 

2 . .. 

12 

- 12#  .. 

22 

...  11# 

. 12 

14  ... 

12 

- 12#  - 

3 • -* 

11# 

. 12 

23 

...  11# 

. 12 

MONTHLY  PREMIUM  ON  GOLD,  1868-73. 


DATE. 

1868. 

1869. 

1870. 

1871. 

1872. 

1873. 

January’  - - 

33# 

42# 

34# 

36# 

19# 

23# 

10# 

11# 

8# 

10# 

11# 

14# 

February  . 

39# 

44 

3°# 

38# 

15 

21# 

10# 

12# 

9# 

n 

12# 

1 5* 

March  . . . 

37# 

41# 

30# 

32# 

10# 

16# 

10# 

11# 

9# 

10# 

14# 

18# 

Aprn 

37#" 

40# 

31# 

34# 

11* 

15* 

10* 

ii# 

9* 

13# 

■6# 

19# 

fay 

39# 

40# 

34# 

44# 

13# 

IS# 

11 

12# 

12# 

14# 

16# 

if# 

June 

39H 

41# 

37 

39# 

10# 

14# 

•i# 

13# 

13  , 

•4# 

15 

18# 

fay  

40# 

45# 

34 

37# 

ii# 

22# 

11# 

13# 

13# 

15* 

15 

16* 

August  . . . 

43# 

5°  1 

3«-# 

37# 

14# 

22 

•I# 

13# 

12# 

15# 

14# 

16# 

September 

,4«# 

45* 

30# 

62# 

12# 

16# 

12# 

IS# 

12# 

>5# 

10# 

16# 

October 

133# 

40* 

28# 

3i# 

11# 

14# 

n# 

*5 

12# 

IS# 

7# 

»# 

November 

32# 

37 

21# 

28# 

10 

13# 

10# 

12# 

11# 

14# 

6# 

10# 

December. 

i 34# 

36* 

19# 

24 

10# 

11# 

8# 

10# 

11# 

13# 

8# 

12# 
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NOTES  ON  THE  MONEY  MARKET. 


New  York,  June  22,  1874. 

Exchange  on  London , at  sixty  days'  sight,  4.87^  a 4.88  Ml /or  gold. 

• 

There  are  no  active  changes  to  report  in  the  money  market  during  the  past  month.  Rates 
for  stbck  loans  on  call  have  ranged  a little  upward  from  2 per  cent  Commercial  paper 
has  generally  commanded  7 per  cent.,  except  in  some  of  the  larger  banks,  where,  if  taken  at 
all,  it  is  at  some  abatement.  But  the  nearer  the  cropping  time  comes,  the  more  closely  is  the 
reserve  held  against  demands  from  the  West.  Apparently  there  is  no  possibility  of  any  diffi- 
culty being  experienced  during  the  present  season  from  deficiency  of  money  to  move  produce 
to  the  East. 

The  crops  in  the  Western  States,  particularly  in  the  Ohio  Valley  and  the  Mississippi  river  and 
lake  regions,  are  represented  as  far  above  the  average.  The  planting  of  corn  in  Illinois  and 
Indiana,  is  said  to  be  “ a wonder.”  We  have  heard  of  one  farmer  who  has  put  in  an  area  of 
17,000  acres,  mostly  by  machinery.  The  cultivation  and  gathering  of  crops  by  machinery 
is  not  practicable  to  the  same  extent;  and  it  is  therefore  likely  that  labor  in  the  food  produc- 
ing States  will  be  in  active  demand  at  high  wages;  sufficiently  so  it  is  hoped  to  draw  off 
many  of  the  thousands  of  unemployed  hands  who  are  now  lounging  on  strikes  in  our  eastern 
cities.  We  shall  have  nothing  to  regret  as  to  strikes,  if  their  result  be  to  settle  laborers  per- 
manently on  the  lands  of  the  “boundless”  West. 

Notwithstanding  general  dullness  in  the  labor  market,  and  the  fact  that  there  is  an  idle  man 
watching  the  place  of  every  one  employed,  ready  and  eager  to  accept  lower  wages,  new 
strikes  arc  developed  or  threatened  continuously.  Society  men  impose  terror  on  the  unemployed 
by  personal  assaults  which  have  proven  fatal  in  several  instances  dunng  the  past  month.  In 
consequence  there  is  an  excessive  dullness  in  many  branches  of  mechanical  labor,  which  is 
favored  by  an  indisposition  on  the  part  of  capitalists  to  enter  on  new  projects  in  the  present 
uncertain  state  of  the  currency  question.  Congress,  after  a session  of  seven  months,  adjourns 
without  having  taken  any  measures  that  inspire  confidence  of  change  for  the  better. 

Large  negotiations  for  carrying  forward  public  improvements  have  come  to  a full  stop.  We 
have  heard  of  one  railway  loan  having  been  verbally  taken  three  times  in  London,  and  as  often 
receded  from  on  the  starting  up  of  some  new  rumor  unfavorable  to  a revival  of  activity.  This 
shows  to  what  an  extent  timidity  and  apprehension  have  taken  possession  of  the  minds  of 
capitalists.  There  are  no  securities  in  the  world  more  solid  and  trustworthy  than  many  of  the 
railway  loans  of  the  West — especially  those  which  are  intended  to  facilitate  the  transport  of  the 
food  products  of  the  Mississippi  Valley  to  the  Atlantic  ports.  The  depression  in  this  branch  of 
investments  is  temporary;  and  capitalists  would  do  well  to  reflect  that  now  is  the  profitable 
crisis  when  they  can  obtain  such  on  advantageous  terms.  When  the  tide  turns — as  it  assuredly 
will — the  price  of  all  valid  securities  must  rapidly  advance.  We  do  not  lose  sight  of  the  fact 
that  a number  of  railway  companies  have  failed  to  pay  their  coupons  in  Europe;  but  they  are 
companies  which  were  literally  “ foisted  ” on  the  market  by  a coalition  of  third  or  fourth-rate 
concerns  with  the  European  stock-houses  and  the  European  press.  This  does  not  in  the  least 
impair  the  soundness  of  many  well-devised  and  well  “ backed  ” improvements  which  are  seeking 
a market  for  their  bonds.  That  the  future  will  bear  us  out  in  this  prognostication  is  as  certain 
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as  the  fact  of  progress  itself.  While  saying  this,  we  must  add  a caution  to  all  buyers  of  our 
railway  bonds,  to  examine  the  substantial  grounds  on  which  they  are  issued.  It  has  been  a 
common  scheme  for  projectors  to  depend  on  borrowing  before  getting  their  stock  subscriptions 
paid  up,  calculating  to  diride  the  stock  as  a free  bonus  among  themselves  for  hypothetical 
services.  Beware  of  such  men  and  of  such  enterprises!  If  the  originators  of  improvements 
hare* not  confidence  enough  in  them  to  fill  the  stock  at  par  by  actual  payment  of  money,  they 
are  not  worthy  of  credit,  and  ought  not  to  be  allowed  to  take  precedence  of  substantia]  and 
honest  enterprises — as  they  often  do— by  the  help  of  noise  and  brag. 

The  prospects  of  the  cotton  crop  are  highly  encouraging,  if  there  be  any  force  in  the  fool’s 
argument  of  betting , four  million  bales  being  the  amount  on  which  the  “ knowing  ones”  are 
willing  to  risk  their  money. 

The  following  quotations  will  show  the  general  course  exhibited  by  the  stock  market  in 
the  last  month.  The  market  is  characterized  by  a chronic  dullness. 


May  2 “id. 

June  20  th. 

June  2*d. 

Western  Union  Telegraph 

• 7*54 

7054 

7*H 

New  York  Central  and  Hudson  River. 

. 98 

97 

9 8J2 

North- Wentem 

. 40# 

3754 

40& 

Rock  Island. 

- 9654 

94 

9654 

United  States  Currency  6’s 

. 117 

115 

115 

**  “ 5-20’s  of  1862 

**554 

114 

114 

United  States  Fives  of  '81 

. 11554 

114 

**3# 

Gold 

- **254 

***54 

xi2 

The  suspension  of  the  banking  house  of  Turner  Brothers,  No.  14  Nassau^S treet,  was 
announced  on  the  x6th  inst  The  firm  was  established  in  1844,  and  has  been  very  prosperous. 
The  senior  partner  retired  some  time  back  in  consequence  of  enfeebled  health.  The  failure 
was  caused  by  advances  on  the  securities  of  the  Indianapolis,  Bloomington  and  Western  Rail- 
road, to  the  amount  of  $1,500,000.  The  house  was  not  engaged  in  stock  operations,  and  its 
suspension  has  had  no  prejudicial  effect  on  the  market 

The  latest  statements  of  the  New  York  City  banks  evince  a more  gratifying  determination 
to  hold  a position,  of  full  strength  than  has  been  usual  at  this  season  of  late  years.  Their  pro- 
portion of  reserve  to  liabilities  is  over  31  per  cent  We  annex  their  recent  returns: 


Legal  Weekly 

1867.  Loans.  Specie.  Tenders.  Circulation.  Deposits.  Clearings. 

Jan.  5..  .$257,852,460  .$12,794,892  .$65,026,121  .$32,762,779  $202,533,564  .$466,987,787 

Jan.  4.  ’68  . 249,741.297  ••  *2.7*4-614  • 62,111,201  34**34.39*  ••  187,070,786  483,266,304 

Jan.  4,  ’69..  259,090,057  ..  20,736,122  ..  48.896,421  ..  34»379’6°9  ••  *80,490,445  ..  585,3<H.799 

Jan.  3,  *70  250,406,387  ..  31,166,908  ..  45,034,608  . 34,150.887  * 79* *29-394  399.355.375 

July  4 376.496,503  ..  31,611,330  56,815,254  ..  33.070,365  ..  219,083,428  562,736,404 

Jan.  2, ’71  263,417.4*8  • 20,028,846  ..  45.245.358  • 33,*53.5*4  ••  *88,238,995  ..  467,692,982 

Hy  3 396237.959  ••  *6,536,451  ..  71,348,828  30,494.457  ••  243  308,693  561,366,458 

Jan.  1,  ’7*  . 270,534,000  ..  25,049,500  ..  40,282,800  ..  28,542,800  ..  200,409,800  ..  561,802,964 

luly  1 289,002,800  ..  22,795,500  ..  54,951,400  ..  27,416*100  . . 232,387,900  ..  485,973.837 

Jan.  6,  *73..  277.720,900  ..  19,478,100  ..  41,165,400  ..  27,613,800  ..  203,808,100  ..  642,834,841 

April  7 273,534, 000  • 15,664,400  ..  34,940,500  ..  27,715,800  ..  187,687,000  ..  780,498,463 

July  7 286,905,800  ..  33,551,400  ..  48,168,000  ..  27,276,200  ..  232,369,400  ..  478,571,386 

Sept  1 288.883,000  ..  23,095,200  ..  44,729,300  ..  27,281,900  . . 220,390,300  ..  447,799.948 

Dec  8 252,373,500  ..  21,158,600  ..  38,214,000  ..  27,186,100  ..  182,015,300  ..  4x9,721,752 

Jan.  5/74  261,135.400  ..  28,395,600  ..  46,458,100  ..  27,186,300  ..  205,399,500  ..  361,517,913 

Feb.  2 269,995.800  ..  33,342,100  ..  58,877,700  ..  26,898,800  ..  233,119,800  ..  422,936,392 

Mar.  2 282,555,700  ..  26,488,300  ..  61,915,000  ..  26,775,100  ..  239,864,300  ..  333,261,105 

April6 291,113,700  ..  24,045,600  ..  56,983,100  ..  26,804,600  ..  237,491,400  ..  431.323,311 

May  4 286,574,300  ..  24,639,600  ..  55.833.«»  ••  26,889,600  ..  234,401,500  ..  491,427,114 

'*  25 282,814,400  . . 26,022,300  ..  58,853,400  ..  26.800,900  . . 234.243,300  ..  423.805,643 

June  1 280,558,100  ..  25.517,400  ..  61,456,700  ..  26,727,500  ..  232,404,300  ..  335,139,851 

**  8 279,926,^00  ..  24,382,100  ..  61,890,800  ..  26,764,000  ..  231,913,300  ..  449,888,492 

*'  15..  281,242,800  ..  21,921,000  ..  60,951,000  26,671,800  ..  232,722,400  ..  376,646,467 

“ 21..  279,067,500  ..  19,934,200  ..  61,838,600  ..  26,652,300  ..  227,619,500  ..  401,927,485 


Digitized  by  LjOOQle 


86  RANKER’S  MAGAZINE.  [July, 


The  Boston 

banks  keep  up  a 

full  discount 

line,  having  a realizing  sense  of  the  importance 

of  dividends. 

Their  returns  are 
Loans. 

as  follows: 
. Specie. 

Legal  Tenders. 

Circulation. 

Deposits. 

Jan.  6,  1868. . 

..  $94,969,249  . 

$ 1,466,246 

••  $15,543,169 

$24,626,559 

. . $ 40,856,02a 

Jan.  4,  1869 

98,423,644  . 

2,203,401 

• • • 12,938,342 

25,151,340 

• 37,53*8.767 

Jan.  3,  1870.. 

• • 105,985,214  . 

• 3.765,347 

•••  11,374,559  • 

25,280,893 

...  40.007.225 

Jan.  2,  1871 . . 

. . 111,190.^73  . 

• 2,484,536 

. . . 12,872,917  . 

. 24,662,209 

...  46,927,971 

July  3 

..  119,152,159  . 

• i,44i.5oo 

...  13,117,482 

. 24,816,012 

. ..  50,693,067 

Jan.  1,  1872. . 

. . 115,878.481  . 

. 4.469,483 

9,602,748 

- 25,7*5,976 

...  46.994.488 

July  8 

112,164,800 

2,740,100 

...  9,471.800  . 

24,877,000 

...  48,875,500 

The  deposits  after  this  date  include  the  amount  due  to  other  banks. 

Jan.  6,  1873. . 

122,872,700 

. . 2,075,400 

. . . 11,122,500 

..  25,614,400 

...  74,113,500 

April  7 

..  120,001,600 

922,600 

• • • 8,939,300  . 

• 25,519,400 

...  64,623200 

July  7 

..  122.947,000 

• i,935,4oo 

. . . 11,267.600 

• 25,487,700 

...  73,218.900 

Sept  1 

..  123,417,600 

1,121,500 

. . . 10,733,200  . 

25,490,200 

...  68.625,500 

Nov.  3 

119,788,400 

1,849,400 

• • • 9,045,400  . 

26,139,100 

• 59-399-200 

Jan.  5,  1874.. 

124,287,100 

..  3,513-800 

. . . 10,466,300 

25,791  600 

...  70.219,200 

Feb.  2 

. . 125,276,300 

..  4.244,300 

11,244,400 

26,641.900 

• 73  374tioo 

March  2 

126,491.900 

..  3,481,600 

. . . 10,904,000 

25,567.600 

• • 75,969.°0° 

April  6 

..  127,896.700 

..  3,123,600 

...  10,564,100 

25,460,300 

79,330,200 

May  4 

..  126,615,900 

. . 2,806,300 

...  10,515,200 

25.606.900 

. . 76,460,400 

May  25 

..  125,450,700 

2,719,300 

...  10.681,200 

25,432,800 

. . 75,121,200 

June  1 

125,259,000 

2,364,100 

...  11,275,300 

25.385,900 

• 75  94o,9oo 

“ 8 

126,864,200 

..  2,180,900 

...  11,026,800 

25,365,000 

• • • 77,076,200 

“ *5 

127,882,900 

2,176,400 

• • • 10,934,700 

25,244,200 

. . . 76,982,000 

The  condition  of  the  Philadelphia  banks  remains  almost  unchanged  since  last  month,  being 

as  below : 

Loans. 

Specie. 

Legal  Tenders. 

Circulation. 

Deposits. 

Jan.  4, 1868. 

.$52,002,304  ... 

$235,912  .. 

.$16,782,432 

.$  10.639.000 

. . .$  36,621,274 

“ 4,1869- 

• 50,716,999  . 

252,483  . . 

. 13,210,397 

• io,593-7i9 

...  38,121,023 

“ 3,1870. 

. 51,662,662 

1,290,096 

12,670,198 

10,568,681 

...  38,890,001 

44  2,  1871. 

51,861,827 

1,071,528 

12,653.166 

10.813.212 

. . . 38.660,403 

44  1,  1872. 

• 55.631,7*3  • 

1,069,585  . 

11,228,988 

. 11,348.851 

- • • 42  049,757 

July  1,  “ . 

• 59,659  324  • • 

. 228.338 

13,952,002  . . 

11,345,868 

...  50021,793 

Jan.  6,  1873. 

• 55-370,011  .. 

• 424.458  •'  • 

■ 10,576,155  • 

• ii.33i.579 

...  40,861,114 

Feb.  3,  “ - 

• 57,o62.437  • • 

• 352.775 

• io,599,532  • 

• *1,370.253 

...  42,120,451 

April  7,  44  . 

• 57.075617 

. 130,936 

9663,471  .. 

. 11,475,119 

...  40,124.310 

July  7,  “ 

60.480,403  .. 

. 322.626 

• 14,5X3,757  • 

• 11,431.847 

. . . 48,200,545 

Sept,  i,  “ . 

• 59-3*7.093  •• 

208,580 

• 13.348.n9  • 

. 11,454.680 

• • 45,089,892 

Nov.  24,  “ . 

. 58,194,000 

959.ooo  . 

. 14,741.000  .. 

11,519.000 

...  45847.000 

Jan.  5,  1874. 

• 57,772.523  -• 

• i,X73,796  • 

• 15,353-571  •• 

. 11,481,558 

• • • 48,378,204 

Feb.  2,  44  . . 

. 57,170.073  .. 

1,002,109  .. 

• 17,530,254 

n.450.353 

48.618,062 

Mar.  2,  44  . 

. 57,021,443  . 

736,417  • 

17.372,230  . . 

. 11,449,506 

...  47,131,169 

April  6,  4’  . 

60,298,626 

• 551.936  •• 

. 15,528,478  . . 

11,522,121 

...  47.411, 234 

May  4,  44 

• 59.x93,a58  •• 

• 377919  • 

16,131,746 

. 11,501,030 

. . . 48,257,660 

May  25,  44  . 

. 58,801,390  . . 

• 332,598  • • 

• 16,939,587  -- 

• 11,477,151 

• - - 48,450,635 

June  1,  44  . 

• 58,759.720  • • 

• 332,327  •• 

. 17,218,608 

11,470,167 

• • • 49,431,654 

44  8,  44  . 

• 59.049,6x9  • • 

• 271,799  .. 

. 17,285,920  . . 

• 11,445,383 

. . . 49,229,480 

44  15,  44  . 

. 58,927,603  . . 

. 272,052  . . 

. 16,863,842 

• “,433.091 

. . . 48,485,332 

44  22,  44  . 

• 58,937.xo8  . . 

263,818 

• 16,5x7,635  • 

. 11,440,156 

. . . 48,210,238 

The  market  for  foreign  exchange  continues  steady  on  the  basis  of  $4.87^  a $4,88#  for 
bankers’  60  days’  sterling  bills,  and  $4.90  a $4.91  at  short  sight  We  quote:  Bills  at  60  days 
on  London,  4.85  a 4.87  for  commercial ; 4.87^  a 4.88#  for  bankers’;  do.  at  short  sight,  4-90  a 
4.91;  cable  transfers  on  London,  $4.91#:  Paris  at  60  days,  5.!8#  a s.i&i  ; do  at  short  sight, 
5ll%  a 5-x°i  Antwerp,  5.20  a 5.15;  Hamburg  and  Bremen,  4 Reichsmark,  a 9^* 
Amsterdam,  40#  a 41;  Frankfort,  40&  a 41 Prussian  thalers,  71  # a 7a. 
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The  official  records  of  imports  and  exports  at  this  port  exhibit  a less  favorable  compare- 
son  than  at  the  same  period  of  last  year.  The  summary  is  as  follows : 

Foreign  Imports  at  New  York  /or  the  Month  0/  May. 


Entered  for  consumption . , . 
Entered  for  warehousing. . . 

Free  goods 

Specie  and  bullion 

Total  entered  at  port 

Withdrawn  from  warehouse . 


1872. 

$ 16,368,458 
23,002,975 
3»«i,784 
96,023 

$ 42,579,240 
10,199,829 


1873- 

$ 12,716,218 
*2,  9^999 
8,772,153 
196,821 

$ 34,616,191 
10,806,601 


Foreign  Imports  at  New  York  for  Five  Months  from  January  1. 


1874. 

$ *3,394,964 
12,118,107 
9,902,831 
1,054,630 

$ 36.470,532 

8,251,185 


1872. 

Entered  for  consumption $ 98,985,328 

Entered  for  warehousing 88,374,363 

'4,033.539 

opeae  and  bullion 733,854 


Total  entered  at  port $202,127,084 

Withdrawn  from  warehouse 56,468,319 


1873  1874. 

$ 84,091,321  $ 77,210,542 

61,036,656  54,087,098 

44,^30,815  • 51,965,288 

1,841,654  2,322,294 

$ 185,585,22a 

49,331,376 
follow,  are 


$ 191,900,446  

54,869,692  

The  imports  are  stated  at  their  foreign  cost  in  gold.  The  exports,  which  now 
Mated  at  their  value  in  currency,  specie  shipments  excepted. 


It  will  be  seen  below  that  the  outflow  of  specie  has  increased  fourfold,  while  the  shipments 
of  produce  and  merchandise  have  diminished. 


Exports  from  New  York  to  Foreign  Ports  in  the  Month  0/  May. 


Domestic  produce 

Foreign  merchandise,  free 

do.  dutiable 

Specie  and  bullion 

1872. 

• $ 14,746,837 
36,977  • 

1,097,133  .... 

14,850,556  . . . . 

1873- 

• * • • $ 24,754,461  . . 

• ••  222,853  . . . 

1,275,712  ... 

2,943,583  ... 

1874. 

196.911 

812,868 

Total  exports 

do.  exclusive  of  specie. . . 

. . $ 30,731,503 

15,880,947 

$ 29,196,609 
26,253,026 

$ 35,657,248 
23,791,737 

Exports  from  New.  York  to  Foreign  Ports  for  Five  Months  from  January  1, 

Domestic  produce 

Foreign  merchandise,  free 

do.  dutiable ... 

Specie  and  bulKon 

1872. 

...  $ 81,394,156  .... 

581,823  

4,390,944  .... 
24,576,697  .... 

1873- 

— $ 110,177,625  . . . 

1,149,604  ... 
3,7*7,326  ... 
21,163,288  . . . . 

1874. 

. . . $ 109,890,359 
898,824 
3,394,3*7 
22,511,708 

Total  exports 

da  exclusive  of  specie 

. . $ 110,943,620 
86,366,923 

$ 136,207,843 
115,044,555 

$ 136,695,208 
*14,183,500 

From  these  indications,  and  from  those  of  the  month  of  June  not  yet  completed  for  record, 
0*  course  of  our  foreign  exchanges  is  not  toward  improvement  But,  with  the  adjournment  of 
Egress,  and  an  end  to  financial  legislation  for  a time,  wc  may  hope  for  some  revival  in  our 
“Pott  trade,  for  which  the  crops  of  the  West  promise  such  abundant  material 


Digitized  by  LjOOQle 


88 


banker’s  magazine. 


[July. 


I.  SMITH  HOMANS. 


• 

Isaac  Smith  Homans,  whose  death  was  briefly  announced  in  the  Magazine  for  June,  was 
bom  in  Boston  in  the  year  1807.  The  family  removed  to  Washington  in  1813,  in  consequence 
of  his  father  being  appointed  by  President  Madison  Chief  Clerk  in  the  Navy  Department.  At 
the  age  of  sixteen  years  he  became  an  accountant  in  a book  store  in  that  city,  and  at  twenty- 
two  a partner  in  the  business.  An  advantageous  offer  took  him  to  Baltimore  in  the  year 
1833,  where  he  entered  the  banking  house  of  J.  I.  Cohbn,  Jr.,  & Bros.  It  was  here  that  Mr. 
Homans  acquired  his  predilection  for  statistics.  In  the  year  1846  he  began  the  publication  of 
the  Banker’s  Magazine  and  Statistical  Register,  of  which  the  last  number  of  the  28th 
volume  was -published  on  the  day  of  his  death.  In  addition  to  his  main  work  of  editing  and 
publishing  the  magazine,  he  engaged  in  other  labors  connected  with  finance  and  economy. 
For  nine  years,  from  1852  to  1861,  he  was  the  financial  editor  of  the  New  ifork  Courted 
and  Enquirer.  The  writer  of  this  notice  having  himself  filled  the  same  post  in  connection 
with  an  active  New  York  city  journal  is  competent  to  bear  witnesss  to  the  arduousness  of  the 
employment,  and  to  the  flattering  temptations  by  which  it  is  surrounded.  That  Mr.  Homans 
did  not  acquire  a fortune  while  in  command  of  the  financial  columns  of  a paper  of  such  influ- 
ence as  the  Courier  and  Enquirer , proves  that  his  hand  was  not  open  to  the  bribes  of  the 
stock  market.  From  1858  to  1862  he  was  Secretary  to  the  New  York  Chamber  of  Com- 
merce. In  1863  he  contributed  to  the  official  report  of  the  Secretary  of  the  Treasury  a table 
of  near  ninety  staple  commodities  of  trade,  with  the  duties  and  fluctuations  in  price  of  each 
through  thirty-nine  years — from  1825  to  1863,  making  117  pages  of  that  document,  aud  consti- 
tuting by  far  the  most  valuable  part  of  it. 

Mr.  Homans  abated  nothing  of  his  statistical  labors  as  he  advanced  in  years,  but  pursued 
them  with  increasing  interest;  and  among  the  valuable  works  to  which  he  devoted  himself 
with  conscientious  zeal,  were  the  following: 

A Cyclopedia  0/  Commerce  and  Commercial  Navigation ; a statistical  sketch  of  the 
commerce  of  all  countries,  and  of  the  production,  history  and  consumption  of  all  their  staples. 

A History  0/  the  Bank  of  England  from  1694  to  1844,  by  Francis,  continued  by  the 
American  Editor  to  i860.  This  comprises  a history  of  financial  events  in  Europe  during 
thirty  years,  including  the  noted  revulsions  of  1847  and  1857 ; and  of  the  important  results 
following  the  introduction  of  the  telegraph  and  the  discovery  of  gold  in  the  Pacific  States. 

A History  of  Banking  in  Europe,  by  Lawson.  In  this  elaborate  work  Mr.  Homans 
has  contributed  additions  which  render  it  more  acceptable  to  the  American  reader. 

To  the  continuous  and  increasing  labors  of  the  Banker’s  Magazine,  Mr.  Homans  added 
the  preparation  of  the  Banker’s  Almanac,  an  annual  Register  of  the  Banks  and  Bankers  of  the 
United  States,  as  well  as  a current  digest  and  record  of  transactions,  domestic  and  foreign, 
which  has  grown  into  a complete  dictionary  of  finance  indispensable  to  every  banker. 

The  life  of  Mr.  Homans  was  one  of  uninterrupted  labor  in  the  most  toilsome  and  least 
appreciated  department  of  public  economy— that  of  pure  statistics.  The  number  of  volumes 
that  bear  his  name  attest  the  industry  with  which  he  pursued  his  investigations  in  every  branch 
of  inquiry.  He  was  content  with  the  reward  which  springs  in  all  noble  minds  devoted  to  high 
objects  of  wide  and  common  interest  It  is  not  in  the  nature  of  such  objects  to  inspire  a 
mean  ambition.  His  experience  and  his  knowledge  would  have  made  him  an  invaluable  officer 
at  the  head  of  one  of  our  treasury  bureaus ; but  genuine  merit  does  not  push  itself  into  crowds 
of  noisy  competitors  for  official  employment.  He  was  affable,  courteous  and  unpretending — a 
quiet,  persistent  laborer,  whose  works  are  his  best  praise.  It  is  not  only  what  such  a man 
does  during  his  life  that  speaks  for  him.  but  that  also  which  he  sets  in  motion,  and  prepares 
for  others  to  continue.  In  this  way  he  “yet  liveth.” 

Mr.  Homans  was  a man  of  singular  equanimity  in  all  the  relations  of  social  life.  He  acted 
less  from  momentary  impulse  than  from  principles  well  considered  and  firmly  established  in  his 
mind.  In  domestic  life  his  character  shone  most  brightly.  From  habit,  as  well  as  from  princi- 
ple, he  made  his  own  happiness  to  consist  in  promoting  that  of  others.  He  was  generous  to 
the  unfortunate,  and  bestowed  liberally,  “not  letting  his  right  hand  know  what  bis  left  hand  did.” 
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THE  NEW  LOAN  AND  THE  TREASURY  POLICY. 

Mr.  Bristow  has  begun  his  administration  of  the  Treasury  with 
a display  of  vigor  and  judicious*  energy,  from  which,  if  well  di- 
rected, the  best  results  may  be  looked  for.  One  of  his  first  acts 
was  the  announcement  of  the  new  loan  for  179  millions  of  new 
Fives.  This  loan  he  offered  under  the  law*  of  1870,  which  author- 
ized 1,700  millions  of  bonds.  Of  these  1,000  millions  were  to  be 
Fours.  The  4^  per  cents,  were  to  be  300  millions,  and  the 
Fives,  200  millions.  By  the  supplementary  law  of  January,  1871, 
300  millions  more  wrere  authorized  of  Fives,  the  total  loan  still  re- 
maining at  1,700  millions.  It  is  thus  seen  that  the  Fives  would 
amount  to  500  millions,  which  were  all  previously  negotiated  ex- 
cept the  179  millions  above  referred  to.  Besides  these,  the  resi- 
due of  the  funding  loan  consists  of  300  millions  of  4 y2  per  cents, 
and  700  millions  of  4 per  cents. 

The  object  of  this  funding  loan  is  to  supply  means  to  the 
Treasury  to  call  in  all  the  outstanding  Five-twenties  which  have 
now  matured  and  amount  to  956  millions.  If  the  purpose  of  the 
act  can  be  accomplished,  the  saving  in  interest  is  estimated  at 
eighteen  and  a half  millions  a year.  That  is,  there  will  be  so 
much  less  of  annual  taxation.  The  Fives,  as  will  be  remembered, 
were  authorized  in  this  bill  merely  as  a means  of  aiding  the  ne- 
gotiation of  the  loan  which  consists  chiefly  of  bonds  at  a lower  rate 
of  interest.  The  offer  made  by  Mr.  Bristow  of  these  five-per-cent. 
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funding  bonds  has  elicited  a good  deal  of  discussion  in  regard  to 
his  future  policy.  The  Secretary  of  the  Treasury  in  our  peculiar 
system  of  government  has,  of  necessity,  a great  "amount  of  dis- 
cretionary power.  The  numerous  laws  which  he  has  to  adminster 
are  often  vague  and  conflicting,  and  the  circumstances  are  multi- 
farious in  which  he  has  to  apply  these  laws.  Moreover  the 
monetary  interests  of  the  country  are  extremely  sensitive  to  the 
movements  of  the  Treasury,  and  Congress  is  more  or  l$ss  influ- 
enced by  it.  Hence  the  policy,  as  it  is  called,  of  a new  Secretary 
of  the  Treasury,  is  always  the  subject  of  lively  anxiety  in  business 
circles. 

It  has  been  often  remarked,  since  the  war,  that  two  well-known 
principles  usually  control  our  Treasury  policy,  and  each  con- 
tends alternately  for  pre-eminence.  The  first  is  to  diminish 
the  pressure  of  the  public  debt;  that  is  to  lessen  the  amount 
of  interest  on  it,  and  thus  to  lighten  .the  fiscal  burdens  of  the 
people.  The  other  aims  to  reform  our  depreciated  currency 
and  restore  it  to  par  with  gold.  In  the  funding  laws  of  1865, 
and  in  the  Treasury  movements  carried  on  under  these  laws, 

the  second  of  these  principles  was  supreme.  Mr.  McCulloch’s 

great  object  and  purpose  in  most  of  his  operations,  from  1865  to 
1869,  was  not  so  much  to  lessen  the  interest  on  the  public  debt, 
but  first  to  call  in  and  redeem  the  enormous  issues  .of  currency 
which  the  war  had  bequeathed  to  us.  Nearly  a thousand  millions 
of  paper  money  were  afloat  in  this  country  when  Mr.  McCulloch 
took  office,  in  1865.  On  the  31st  October,  of  that  year,  he  re- 
ported 428  millions  of  greenbacks,  26  millions  of  fractional  cur- 

rency, and  205  millions  of  National  bank-notes,  besides  32  millions 
of  five-per-cent,  legal  tenders,  and  173  millions  of  compound- 
interest  notes.  The  total  currency  outstanding  was  thus  864  mil- 
lions; and  hi  millions  more  of  legal-tender  fives  had  been  re- 
deemed during  the  previous  year.  Hence,  the  aggregate  of  975 
millions  of  currency  was  in  circulation  in  the  early  part  of  1865. 

The  necessary  powers  being  given  by  Congress,  Mr.  McCulloch 
gradually  paid  off  or  funded  the  superfluous  legal  tenders,  and  a 
large  part  of  the  956  millions  of  five-twenties  above  referred  to  were 
issued  for  this  purpose.  This  was  especially  the  case  with  the 
five-twenties  of  1864  and  1865,  and  less  so  with  the  consolidated 
bonds,  of  which  202  millions  are  outstanding  of  the  1865’s,  310 
millions  of  the  1867’s  and  37  millions  of  the  1868’s.  These  bonds, 
as  has  been  stated,  were  called  consolidated  bonds  because  it  was 
expected  that  they  would  not  be  redeemed  on  the  five  years’ 
option  as  they  now  seem  likely  to  be  under  Mr.  Bristow’s  skillful 
management.  Besides  redeeming  the  mischievous  mass  of  temporary 
loans  and  interest-bearing  legal  tenders,  Mr.  McCulloch  withdrew 
the  greenbacks  from  circulation  as  fast  as  possible,  under  the  laws 
passed  by  Congress  for  that  purpose.  In  1867,  he  reduced  them 
to  356  millions,  below  which  level  they  have  never  fallen.  This 
process  of  contraction  may  be  compared  with  the  contraction  just 


Digitized  by  CjOOQle 


t874- ] THE  NEW  LOAN  AND  THE  TREASURY  POLICY.  9 1 

now  going  on  .in  the  currency  of  the  French  Republic,  an  ac- 
count of  which  we  give  in  another  page  of  this  issue.  To  illus- 
trate the  course  of  contraction  in  this  country,  we  give  below  the 
table  of  the  greenback  aggregates  for  the  series  of  years  over  which 
it  extended. 


Greenback  Contraction  in  the  United  States, 
1865-1868. 


January  .. 

1865. 

1866. 

. $426,231,390 

r867. 

. $380,497,842 

1868. 

- $ 356.159427 

iebruary  .. 

— 

. 423,902,223 

. 381,427,090 

- 35'>-i59,i27 

March  

— 

- 423>435»373 

376,235,626 

■ 35<V57.747 

April 

May 

$ 433.160,569 

- 422,749,252 

- 3754I7’249 

- 35^  '44,720 

433-«6o-569 

. 4l5fl643lS 

- 374.247.687 

. 356,144,727 

June 

430.160.569 

402,128,318 

- 373.209,737 

. 369,164,844 

. 356,144,212 

August 

433,160.569 

400,361,728 
- 399^3.592 

356,021,07; 

September  . 

433.160.569 

428.160.569 

. 365,164,844 

. 356.021,073 

October  . . . 

- 3 99,165.292 

361,164,844 

. 350,021,07; 

November  . 

• 428,160,569 

• 39°.  ■ 95-785 

- 385-441.849 

357,164,844 

356,021,075 

December.. 

426,741,396 

. 356,212,473 

. 356.021,075 

We  need  not  .dwell  longer  on  this  side  of  the  Treasury  policy, 
which  was  more  active  in  Mr.  McCulloch’s  time  than  to-day. 
For  the  last  four  years  its  force  has  been  passive  rather  than  active. 
It  has  been  more  effective  in  defending  the  citadel  of  the  cur- 
rency against  new  inflation  than  in  overcoming  and  expelling  the 
old.  There  are  indications  that  in  conformity  with  the  sugges- 
tions of  the  President,  the  reaction  of  the  public  mind  will  be 
confirmed  in  favor  of  some  wise  conservative  method  of  reforming 
our  paper  currency  and  raising  it  to  the  level  of  coin.  At  present, 
however,  currency  reform,  as  a principle  of  Treasury  management, 
is  in  abeyance,  and  the  other  principle,  that  of  funding  the  public 
debt  at  a lower  rate  of  interest,  will  be  the  one  to  which  Mr. 
Bristow’s  chief  strength  will  be  given.  It  will  be  a great  triumph 
for  the  present  administration  if,  during  the  next  two  years,  the 
process,  which  has  been  so  long  in  contemplation,  can  be  com- 
pleted on  satisfactory  terms.  Mr.  Bigelow,  of  the  Treasury  Depart- 
ment, has  lately  returned  from  Europe,  where  he  has  been  engaged 
in  business  connected  with  this  work.  His  report  to  the  Secretary 
shows  that  an  unusual  number  of  favorable  -circumstances  in  the 
European  money  market  agree  just  now  to  favor  our  funding  op- 
erations, and  that  for  many  years  past,  a concurrence  of  similar 
auspicious  conditions  has  not  been  present.  His  conclusions  are 
supported  by  a multitude  of  authorities,  and,  in  corroboration,  we 
may  point  to  the  rapid  advance  in  United  States  securities  in 
“Europe  and  here. 

Our  funded  debt,  as  will  be  seen  from  the  June  statement  on 
another  page,  amounts  to  1,724  millions,  of  which  1,213  millions, 
or  more  than  two-thirds,  are  at  six  per  cent.  Four  years  ago, 
Mr.  Boutwell  was  empowered  by  the  law  of  1870,  above  referred 
to>  to  fund  at  a lower  rate  of  interest  that  part  of  the  six-per- 
cents which,  by  expiration  of  the  five-twenty  option  should,  from 
tone  to  time,  become  redeemable  at  the  pleasure  of  the  Govem- 
The  intention  was  to  fund  the  whole  debt  eventually  at 
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four  per  cent.  It  was  the  opinion  of  men  eminent  for  their  ex-' 
perience  and  sagacity  that  in  a few  years  the  four-per-cents  of  the 
United  States  Government  would  be  eagerly  sought  by  a numer- 
ous class  of  European  investors  at  par  in  gold.  If  the  bonds 
were  at  long  dates  and  unincumbered  with  any  option,  such  as 
impedes  the  sale  and  lessens  the  popularity  of  the  five-twenties, 
of  the  ten-forties,  and  even  of  the  new  Fives,  there  is  little  doubt 
that  this  anticipation  would  prove  true.  The  proof  may  come  sooner 
than  the  most  sanguine  of  us  expect.  But  the  essential  condition 
of  funding  a debt  of  such  magnitude  and  intrinsic  value  as  ours, 
is  that  the  bonds  should  run  at  long  dates.  Mr.  J.  B.  Elliman, 
a merchant  and  financier  of  forty  years’  experience  in  this  city, 
proposed  at  the  outset  of  the  war  to  fund  our  war  debt  in  an 
irredeemable  bond  like  the  English  Consols  or  the  French  Rentes. 
His  plan  has  since  been  more  than  once  agitated  in  various 
shapes.  W e shall  not  be  surprised  to  see  it  revived.  Its  chief 
benefit  is  claimed  to  be  that  it  would  enable  us  to  borrow  on 
better  terms  than  by  any  other  expedient.  By  such  irredeem- 
able bonds,  it  is  argued,  we  can  raise  all  the  money  we  want  at  a 
lower  rate  of  interest  than  by  five-twenties,  or  ten-forties,  or  even 
by  twenty-year  bonds  without  any  option  attached  to  them.  An- 
other advantage  is,  that  we  could  buy  up  our  bonds  in  the  market 
just  as  we  have  bought  up  the  five-twenties,  so  that  the  irre- 
deemability of  the  debt  would  not  prevent  our  reducing  its 
amount  should  the  Treasury  have  a surplus  available  at  any  time 
for  that  purpose. 

It  is  alleged  that  the  objections  to  this  method  of  funding  the 
debt  were  rather  popular  than  practical,  and  had  theif  foundation 
in  sentiment  more  than  in  utility.  At  any  rate  there  is  no  doubt 
that  these  objections  are  much  less  powerful  now  than  they  were 
at  an  earlier  stage  of  our  war  finance.  When  the  funding  of  the 
debt  comes  up  again  for  discussion  in  Congress,  we  shall  probably 
have  the  advantages  and  disadvantages  of  permanent  bonds  more 
thoroughly  analyzed  than  they  have  heretofore  been.  Among  the 
questions  which  the  public  want  to  see  elucidated,  one  of  the 
chief  is  as  to  how  .much  the  permanent  system  of  funding  actu- 
ally saves.  They  wish  to  know  whether,  as  Mr.  Secretary  Chase 
supposed,  the  “controllability”  of  the  debt  by  a five-years’  option 
has  really  been  of  any  considerable  value  as  an  element  in  our 
financial  system ; and  if  so,  what  are  the  precise  advantages  that 
we  have  derived  from  it.  The  next  question  will  be  as  to  the  ex- 
pense which  these  options  have  involved.  If  it  be  true  that  they 
have  cost  us  one  per  cent  a year  on  even  one-half  of  our  funded 
debt  since  the  war,  then  it  must  be  admitted  that  in  nine  years 
the  extra  burden  thus  imposed  upon  us  has  amounted  to  a pro- 
digious sum.  In  these  days  of  economy  and  fiscal  reform  such  a 
drain  upon  the  National  Treasury,  and  such  a needless  burden 
upon  our  fiscal  resources,  as  we  find  here  alleged,  cannot  fail 
to  attract  considerable  discussion,  now  that  they  have  been,  by 
recent  events,  so  conspicuously  brought  into  public  view. 
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SOME  RESULTS  OF  THE  FRENCH  INDEMNITY 
PAYMENTS. 

It  has  often  been  urged  by  Mr.  Froude,  Mr.  Goldwin  Smith, 
and  other  writers,  that  history  is  not  a positive  science,  nor  ever 
can  be  an  exact  science,  so  long  as  the  element  of  man’s  free  will 
gives  uncertainty  to  historic  phenomena  and  baffles  prediction. • 
A more  conspicuous  illustration  can  scarcely  be  conceived  of  Mr. 
Froude’s  argument  than  is  given  by  the  results  of  the  last  French 
War.  Rarely  in  the  history  of  nations  . have  events  so  thor- 
oughly belied  and  confounded  our  political  prophets.  The  Dublin 
Review  had  a characteristic  Article  on  the  “ appalling  suddenness” 
of  the  French  Emperor’s  fall.  Few  of  the  European  reviews  and 
newspapers  were  without  their  sinister  predictions  as  to  the  fate  of 
France.  Even  the  London  press  gave  way  to  the  general  fore- 
boding. In  1870  and  afterwards  we  saw  the  same  incapacity  to  in- 
terpret France  and  her  immediate  prospects  which  was  exhibited 
by  Mr.  Robert  Lowe’s  splendid  diatribes  against  Napoleon  in  the 
London  Times  during  the  early  days  of  the  second  Empire.  The 
last-named  journal  gave  prominence  to  some  well-remembered  com- 
munications, in  1872,  from  a gentleman  of  the  “highest  financial 
standing.”  According  to  this  eminent  authority,  France  was  to  be 
almost  bankrupt  before  the  indemnity  was  paid.  England  would 
be  seriously  troubled,  and  her  finances  convulsed  by  the  banking 
arrangements  needful  to  clear  the  payments,  and  the  commerce 
of  the  whole  world  was  threatened  with  a series  of  shocks,  the 
magnitude  and  results  of  which  might  well  awaken  the  liveliest 
apprehension.  A more  hopeful  view  soon  began  to  prevail,  and 
lie  a good  ship  heavily  laden,  France  began  to  exhibit  proofs 
that  her  strength  had  been  greatly  underestimated.  The  first 
payment  under  the  Treaty  of  Paris  was  made  15th  February,  1871, 
and  consisted  of  one  milliard  of  francs,  or  $200,000,000.  In  Sep- 
tember, 1873,  the  final  instalment  of  250  millions  of  francs  was 
remitted  to  complete  the  whole  five  milliards  with  interest  and  all 
other  stipulated  expenses. 

This  result  was  achieved  notwithstanding  the  obstacles  interposed 
by  the  civil  war  and  by  the  demoniac  carnival  of  the  Commune. 
Such  obstacles  would  have  been  less  formidable  in  a financial 
point  of  view  if  all  that  had  to  be  done  were  simply  to  transfer 
from  Paris  to  the  imperial  exchequer  of  Germany  a capital  equal  to 
five  milliards  in  any  shape  that  might  be  most  convenient  to  the  ex- 
hausted resources  of  the  payer.  These  terms  did  not  suit  the 
victors  and  were  not  permitted  for  the  ease  of  the  vanquished. 

Germany  held  France  in  her  iron  grasp  and  forced  on  her  a 
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severer  solution  of  the  problem.  The  whole  of  the  five  milliards 
were  to  be  paid  in  coin  or  its  equivalent.  At  first  it  was  supposed' 
by  some  persons,  that  the  full  amount  in  gold  and  silver  coins 
must  pass  and  be  actually  counted  out  and  carried  off  from  Paris 
to  Berlin. 

Almost  all  the  authorities  great  and  small  were  agreed  that 
perplexing  movements  and  transfers  of  coin  were  inevitable.  The 
only  conflict  of  opinion  was  as  to  the  exact  quantity  of  such 
international  transfers  of  coin  which  would  actually  be  found  need- 
ful. As  the  lowest  estimates  represented  a prodigious  sum,  statis- 
ticians began  to  ask  one  another  how  much  available  gold  Europe 
•had*  at  her  disposal.  To  answer  this  question  the  London  Econo- 
mist published  some  elaborate  tables,  compiled  by  a well-known 
statistician,  Mr.  Robert  Giffen*.  It  was  shown  that  since  the  gold 
discoveries  of  1848,  the  world’s  product  of  gold  to  the  beginning 
of  1872,  was  496,6 17,000,  or  $2,483,085,000,  which  gave  an 
annual  average  of  about  103  millions  of  dollars  a year.  With 
these  figures  before  us,  we  see  that  if  France  had  to  pay  her  five 
milliards  in  actual  coin,  the  amount,  which  is  1,000  millions  of  dol- 
lars, would  require  her  to  command  the  whole  gold  supply  of  the 
old  and  new  world  for  the  previous  ten  years.  This  was  the  con- 
clusion arrived  at  by  the  inquisitive  gentlemen  who  started  the 
statisticians  on  these  curious  inquiries.  They  were  not  satisfied, 
however,  till  they  had  made  further  inquisition  as  to  the  precise 
amount  of  specie  which  was  held  in  France.  Many  estimates 
were  concocted  which  we  pass  by.  An  official  report  was  pre- 
pared by  the  French  Government,  and  appeared  in  the  Annales  du 
Commerce  Exterieury  showing  the  operations  of  the  French  mint 
from  1855  to  1870.  From  this  statement  it  is  seen  that  the  total 
coinage  of  gold  and  silver  in  France  during  that  period  almost 
exactly  reached  the  aggregate  of  the  indemnity  payments  to 
Germany.  Subjoined  is  the  official  report: 


Coining  Operations  of  the  French  Mint,  1855-1870. 


Year. 

55 

1856 

Jf57 

1858 

1859 

1860 

1861 

1862 

1863 

1864 

1865 

1866 

1867 

1868 

1869 

1870 

Total, 


Gold, 

francs. 

Silver, 

francs. 

447427,820 

. . 25,500,306 

508,281,995 

..  54422,214 

572,561,225 

3,809,611 

488,689,635 

8,663,569 

702,697,790 

8,401,814 

428,452,425 

8,984,198 

98,216400 

2,518,150 

214,241,990 

2,519,398 

210,230,640 

329,610 

..  273,843.765 

7,296,609 

161,886,835 

9,222,394 

365,082,925 

..  44,821,409 

198,579,510 

-•  ”3.758.539 

340,076,685 

234,186,290 

. . 129445,268 

..  68,175,897 

55.394,810 

69,051,256 

- 5.299.850.74° 

. . 556.020,242 

Total. 

Total. 

francs. 

dollars. 

472,928,126 

- $94,585,625 

. . 562,704,209 

..  112,540,842 

--  576,370,836 

..  115,274,167 

• 497>353>204 

99,470,641 

711,099,604 

142,219,921 

-•  436,536,623 

- • 87.307,325 

..  100,734,550 

20,146,910 

2l6,76l,388 

- - 43.352,277 

210,560,250 

42,112,050 

..  281,140,374 

56,228,075 

171,109,229 

34,220,846 

. . 409.904.334 

81,980,867 

--  312,338,049 

..  469,52I,9s3 

302,362,187 

62,467,609 

93.904,391 

60472,437 

124,446,066 

24,889,213 

••  5,855.870,982 

- $1,171,174,196 
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These  discussions  reached  their  height  in  July,  1872,  when  the 
French  National  Loan  of  that  year  was  announced  for  three  mil- 
liards of  francs  in  five-per-cent,  rentes,  at  84^.  To  shed  further 
light  on  the  question,  an  elaborate  statement  was  compiled  from 
official  figures  of  the  actual  exports  and  imports  of  the  precious 
metals,  subsequent  to  the  Treaty  of  Paris.  During  the  eighteen 
months,  from  the  1st  January,  1871,  to  the  1st  July,  1872,  nearly 
two  milliards  had  been  paid  to  Germany ; three  half-milliards 
in  1871,  and  the  remainder  in  1872.  During  the  whole  period 
of  eighteen  months,  in  which  these  payments  of  a magnitude 
unprecedented  in  European  finance  had  been  completed,  the 
movements  of  gold  and  silver,  as  given  by  the  official  tables, 
disappointed  all  expectations,  and  were  reported  as  follows : 

Exports  and  Imports  of  Gold  and  Silver, 

January,  1871,  to  June,  1872. 


Exports . 

Year  1871 francs  528,825,636  ..  $105,765,127 

Six  months  of  1872 78,337,240  ..  15,667,448 

Total 607,162,876  ..  $121432,575 

Imports. 

Year  1871 francs  286,080,407  ..  $57,216,081 

Six  months  of  1871 211,137,678  ..  42,227,536 

Total 497,218,085  ..  $99r443.6i7 

Recapitulation  of  Exports  and  Imports . 

Exports francs  607,162,876  ..  $121432,575 

Imports 497,218,085  ..  99,443,617 

Excess  of  exports 109,944,791  ..  $ 21,988,958 


These  figures  suggested  the  almost  inexplicable  fact  that 
while  the  first  two  milliards  of  the  indemnity  were  being  actually 
paid  France  had  been  steadily  importing  gold,  so  that  at  the 
close  of  the  payment  she  had  been  obliged  to  export  only  no 
millions  of  francs  over  and  above  her  imports  of  the  precious 
metals.  In  other  words,  she  lost  no  more  specie  than  the  in- 
significant sum  of  22  million  dollars  in  eighteen  months. 

And  yet,  in  that  short  space  of  time,  France  had  paid  to 
Germany  $481,000,000.  How  had  this  sum  been  paid?  Ger- 
many would  not  accept  rentes  and  would  take  nothing  but  gold 
or  its  equivalent.  The  custom-house  returns  show  that  Ger- 
many had  received  very  little  gold  from  Paris.  What  equiva- 
lent was  substituted?  If  France  did  not  pay  in  specie  at  once 
had  she  obtained  credit,  and  would  the  specie  still  be  demanded 
at  a later  period  and  in  a final  liquidation  ? 

If  such  a demand  for  specie  hung  over  France  as  one  of  the 
possibe  exigencies  of  the  future,  it  is  quite  evident  that  the  new 
loan  had  rather  a dubious  prospect  in  the  summer  of  1872.  A 
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satisfactory  answer  to  this  question  was  soon  found.  It  was 
pointed  out  that  the  Bank  of  France  was  growing  stronger  in  its 
specie  reserve,  and  the  custom-house  returns  as  to  the  exports  and 
imports  of  gold  were  cited  to  show  that  the  gold  movements  were 
growing  even  more  favorable,  and  that  for  the  latter  part  of  the 
eighteen  months  above  referred  to,  the  balance  of  imports  was 
fully  kept  up.  The  figures  were  found  to  be  as  follows,  for  the 
last  half  year  of  the  period  under  review  : 


Details  of 

Specie 

Exports 

AND 

Imports 

of  France, 

January  to 

June, 

1872. 

Exports . 

1872. 

. 1870. 

1869. 

Gold  bullion 

, . . francs 

<,678,400 

. . 

38.385.75° 

67.755.000 

19,876,560 

••  35. 1 16,533 

-•  83,178,333 

Gold  coin 

. . francs 

48,825,000 

.. 

Silver  bullion 

. .francs 

5,643,440 

..  30,808,071 

Silver  coin 

. . francs 

18,190,400 

•* 

16,550,400 

..  31,212,200 

Total  exports  in  francs.. 

78.337.240 

.. 

142,547,710 

..  180,315,137 

Total  exports  in  dollars  . $ 15,667,448 

-* 

$28,509,542 

..  $36,063,027 

Imports . 

Gold  bullion 

. . . francs 

9.77'. 45° 

. . 

47,885,825 

76,738,675 
--  157,785.766 

Gold  coin 

. . . francs 

51,400,200 

. . 

39,524,813 

21,197,506 

41,080,539 

Silver  bullion 

. . . francs 

25,075,688 

--  32,277.985 

Silver  coin 

francs 

124,890,340 

•• 

- 59,741.766 

Total  imports  in 

francs  . . 

211,137.678 

.. 

149,688,683 

••  326,544,192 

Total  imports  in 

dollars . . 

$42,227,536 

-- 

$29,937,737 

..  $65,308,838 

Taken  in  connection  with  notorious  facts,  these  and  other  statis- 
tics fully  proved  that  notwithstanding  the  two  milliards  of  indemnity 
already  sent  to  Berlin,  and  although  Germany  required  those  sums 
to  be  paid  in  gold,  still  France  continued  to  import  gold  in- 
stead of  exporting  it.  Hence,  if  we  deduct  the  exports  from  the 
aggregate  importation  it  follows  that  the  predictions  as  to  the 
drain  of  gold  and  silver  'from  France  had  been  wholly  wrong. 
These  proofs  were  questioned  in  some  quarters.  But  they  were 
generally  accepted  to  be  substantially  as  correct  as  such  official 
statements  can  usually  be  made.  The  theory  was  thus  exploded 
that  France  would  have  to  export  any  great  amount  of  gold  to 
pay  her  debt  to  Germany.  The  inference  was,  that  as  the  liqui- 
dation had  been  accomplished  of  two  milliards  without  the  antici- 
pated losses  of,  gold  and  silver,  so  the  remaining  problem  of  pay- 
ing the  other  three  milliards  would,  in  like  manner,  be  capable  of 
an  equally  satisfactory  solution. 

To  test  this  view,  so  important  to  the  prospects  of  the  new  loan, 
it  was  demanded  how  the  process  of  payment  could  be  explained. 
Statistics  were  once  more  in  request,  and  the  custom-house  reports 
of  foreign  commerce  were  again  canvassed.  France,  it  was  said, 
can  pay  her  foreign  debts  as  well  in  goods  as  in  specie.  This 
particular  debt  has  evidently  not  been  paid  in  specie.  Has  any 
part  of  it  been  paid  in  goods  exported  abroad  ? 
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Among  the  statistics  compiled  in  answer  to  this  question  was 
the  following  official  statement  of  the  export  and  import  trade  of 
France  for  the  first  half-year  of  1872,  as  compared  with  the  same 
period  of  1870  and  1869: 

Foreign  Commerce  of  France,  January  to  June,  1869-72. 


Exports . 

1872.  1870.  1869. 

Francs.  Francs.  Francs. 

Manufactures 966,574,000  ..  857,747,000  ..  827,409,000 

Articles  of  food,  raw  materi- 
als and  natural  productions  674,653,000  ..  612,309,000  ..  602,862,000 

Other  articles 86,372,000  ..  70,803^000  ..  62,097,000 


Total  exports  in  francs ^727,599,000  1,540,859,000  ..  1,492,368,000 

Total  exports  in  dollars 345,519.800  ..  308,171,800  ..  298,473,600 

Imports. 

Articles  of  food 374,083,000  ..  327,221,000  ..  308,693,000 

Raw  materials  and  natural 

prcduotions 963,436,000  ..  1,119,178,000  ..  933,137,000 

Manufactures 254,283,000  ..  154,965,000  ..  129,575,000 

Other  articles 86,830,000  ..  72,770,000  ..  66,542,000 


Total  imports  in  francs 1,678,732,000  ..  1,674,134,000  ..  1,437,947,000 

Total  exports  in  dollars 335,746400  ..  334,826,800  ..  287,589,400 


These  aggregates  show  that  the  industrial  activity  of  France  was 
responsive  to  the  new  impulses  and  requirements  of  French  fi- 
nance. For  the  half  year  comprised  in  the  above  table,  the  com- 
merce of  France,  exports  and  imports,  amounted,  as  we  see,  to 
3,406  millions  of  francs,  giving  an  increase  of  19 1 millions  over 
1870  and  of  476  millions  over  1869.  The  increase  in  the  exports, 
chiefly  consisted  of  manufactures  and  other  products  of  skilled 
labor,  which  bring,  of  course,  more  advantage  to  the  exporting 
nation,  because  a large  part  of  their  value  represents  wages,  And 
is  distributed  among  the  masses  of  the  laboring  population.  In 
this  point  of  view  it  is  interesting  to  see  that  of  the  aggregate 
exports  no  less  than  56  per  cent,  consist  of  manufactured  com- 
modities. How  effectively  such  expanding  markets  for  French 
goods  must  contribute  to  enhance  the  prosperity,  and  to  increase 
the  tax-paying  power,  of  the  frugal  French  is  too  obvious  to  need 
remark.  It  is  also  significant  that  the  proportion  of  manufactures 
m the  imports  was  only  15  per  cent.  This  disproportion  has  been 
^scribed  to  the  protective  character  of  the  revenue  policy  lately 
inaugurated.  But  it  may  be  doubted  whether  the  ostentatious 
talk  on  this  subject  has  not  really  been  intended  to  inspirit  and 
encourage  the  people,  who,  in  France  as  here,  are  profound 
believers  in  many  protectionist  heresies.  How  far  the  present 
tariff  of  France  will  be  found  really  to  depart,  in  its  practical 
working,  from  the  old-established  free-trade  policy,  are  questions 
which  await  more  careful  examination,  and  have  perhaps  been 
too  hastily  judged.  At  any  rate  the  proportion  of  manufactures 
m the  imports  has  not  fallen  off,  but  is  larger  than  in  former 
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years.  In  1869  and  1870  the  proportion  was,  for  example,  but 
10  per  cent.,  or  two-tfiirds  as  much  as  now. 

In  confirmation  of  these  statements  it  was  pointed  out  that 
France  for  a long  time  before  the  war,  had  been  exporting  more 
than  her  imports  and  had  taken  her  pay  from  foreign  countries  in 
securities.  In  other  words,  the  balance  of  trade  had  run  for  a 
series  of  years  in  favor  of  France,  and  had  made  the  French  peo- 
ple the  owners  of  several  milliards  of  bonds  of  various  foreign 
countries.  These  securities  were  as  good  as  cash  in  the  money 
markets  abroad,  and  by  their  sale  the  French  people  did  two 
things, — first,  they  made  room  for  the  substitution  in  France  of  the 
new  and  more  productive  rentes  in  place  of  the  foreign  securities 
sent  abroad  for  sale.  Secondly,  the  balance  of  the  foreign  ex- 
changes was  thus  redressed  by  the  export  of  vast  amounts  of  sale- 
able bonds  to  foreign  markets.  Such  were  the  chief  arguments  in 
support  of  the  opinion  that  France  paid  her  two  milliards  of  debt 
to  Germany  in  1871  and  1872,  partly  by  the  export  of  gold, 
partly  by  the  export  of  goods,  but  chiefly  by  the  export  of  se- 
curities of  English,  American  and  other  foreign  descriptions;  as 
well  as  by  the  export  of  her  own  government  and  other  securities. 
This  view  has  been  confirmed  by  later  investigations,*  which  have 
given  a like  explanation  of  the  subsequent  payment  of  three  mil- 
liards in  1872  and  1873.  But  the  question  now  arises  how  the 
Bank  of  France  contrived  to  give  so  much  stability  to  the 
commercial  and  monetary  situation  during  these  long-protracted 
liquidations.  From  what  has  been  said  it  is  evident  that  on  the 
bank  rested  the  chief  burden  of  these  stupendous  transactions  of 
international  finance. 

These  questions  may  be  expected  to  receive  elucidation  from 
the  work  of  M.  Leon  Say,  who  has  been  charged  by  the  Commit- 
tee* on  the  Budget  to  draw  up  a report  on  the  exchange  operations 
connected  with  the  payment  of  the  Prussian  indemnity.  He  said 
a few  weeks  ago,  during  *a  June  session  of  the  committee,  that 
his  labors  were  not  completed,  but  he  had  already  gathered  suffi- 
cient information  that  the  resources  of  specie  available  in  France 
had  been  less  depleted  than  might  have  been  feared.  This  re- 
mark was  elicited  by  an  inquiry  in  committee  whether  the  bank 
might  shortly  be  expected  to  resume  specie  payments,  and  whether 
that  event  would  be  retarded  if  the  Government  should  find  it 
necessary  this  year  to  reduce  the  amount  of  its  repayment  to  the 
bank.  The  affirmative  answer  given  to  the  question  shows  that 
M.  Leon  Say  agrees  with  the  opinion  which  generally  prevails 
throughout  the  financial  world,  that  the  Bank  of  France  has  man- 
aged its  combinations  with  consummate  skill  and  wonderful  fore- 
sight. The  objective  point  of  its  strategy  was  of  course  the  de- 
fence pf  its  specie  reserve,  which  amounted  on  the  8th  September, 
1870,  to  808,002,713  francs  or  16 1 millions  of  dollars.  A year 
later  the  specie  reserve  fell  to  626,667,408  francs.  It  is  now 
nearly  twice  that  amount.  On  the  2d  July,  1874,  the  specie  re- 
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ported  by  the  Bank  of  France  was  1,195,458,839  francs  or 
$239,091,767.  This  is  the  largest  sum  ever^held  in  specie  by  any 
bank  preparatory  to*  the  resumption  of  specie  payments.  Whether 
or  not  it  will  be  effective  for  the  purpose  we  may  hereafter  in- 
quire. Our  attention  is  demanded  at  present  by  the  question,  how 
the  bank  has  contrived  to  retain  so  much  reserve,  and  by  what 
means  it  has  succeeded  in  protecting  its  specie  vaults  during  the 
eager  attempts  of  the  imperial  treasury  of  Germany  to  get  gold 
for  its  new  coinage. 

Modem  finance  has  discovered  only  two  methods  by  which,  for 
legitimate  purposes,  a bank  can  protect  its  reserve.  One  method 
is  to  raise  the  rate  of  interest,  4 s the  Bank  of . England  has  often 
done,  with  the  avowed,  intention  of  retarding  the  outflow  of  its 
specie.  This  system  it  started  in  1844,  when  the  existing  re- 
gime of  the  bank  was  settled.  With  this  method  of  protecting 
die  reserve  we  need  not  meddle  now,  as  it  has  never  been  tried 
by  the  Bank  of  France,  and  will  never,  as  some  think,  be  tried 
again  with  any  success  by  the  Bank  of  England.  The  only  ex- 
pedient which  was  open  to  the  Bank  of  France  for  the  protection 
of  its  coin  reserve,  in  1870,  was  the  suspension  of  specie  pay- 
ments. What  is  meant  by  this  phrase  is  too  well  known  to  need 
explanation.  Suspension  is  one  of  the  heroic  remedies  of  finance. 
Empirics  in  this  country,  and  in  Continental  Europe,  have  too 
often  resorted  to  it,  and  they  seldom  fail  to  leave  a fertile  brood 
of  mischiefs  in  their  train.  When  the  Bank  of  France  suspended 
specie  payments,  in  1870,  it  received  two  new  privileges.  First,  it 
was  relieved  from  the  necessity  of  paying  specie  for  its  notes  on 
demand.  Secondly,  it  was  allowed  to  issue  more  notes.  By  the 
first  of  these  privileges,  the  holder  of  a note  of  the  Bank  of 
France  was  estopped  and  restrained  in  some  of  his  previous  rights, 
which  were*  transferred  from  him.  He  could  no  longer  go  to 
the  bank  and  demand  specie  in  exchange  for  his  notes.  Pre- 
viously the  note  conferred  on  its  holder  a “ call  ” or  an  4 4 option  ” 
for  so  much  gold.  He  could  send  it  to  the  bank  counter  and 
get  his  gold  on  demand.  The  whole  monetary  operations  of 
France  were  controlled  by  this  central  fact  of  the  conversion  of 
the  note  on  demand  into  coin.  The  moment  suspension  became 
an  accomplished  fact,  this  central  regulator  was  taken  away,  and 
gold  was  no  longer  accessible.  The  bank  note  conveyed  no  title 
to  coin,  or  at  least  no  title  to  go  and  demand  it  at  will.  If  we 
are  asked  whether  this  revolutionary  procedure  is  equitable,  and 
how  the  right  of  the  citizen  can  be,  in  justice,  disturbed  by  such 
an  act  as  the  suspension  of  specie  payments,  the  reply  might  be 
made,  inter  arma  silent  leges . The  exigencies  of  war  converted 
the  gold  in  the  Bank  of  France  into  an  indispensable  fortress. 

The  whole  nation  was  protected  by  it.  This  metallic  barricade 
must  be  raised  as  high  as  possible.  It  must  be  kept  strong  at  all 
hazards.  This  precious  store  of  gold  was  a Trust  Fund,  not  only 
for  every  note-holder  of  the  bank,  but  for  every  citizen  of  France, 
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for  every  creditor  of  heir  Government,  for  every  man  in  her  army 
and  navy,  for  every  ^idow  and  orphan  whose  name  was  in  the 
Grand  Livre  of  the  public  debt.  Suppose  the  bank  had  not  re- 
sorted to  suspension,  it  must  have  paid  all  comers.  Let  us  see 
what  would  have  happened  to  it  at  the  close  of  1870  or  the  be- 
ginning of  1871.  Its  notes  alone  were  1,490  millions  of  francs, 
while  its  gold  was  808  millions.  To  say  nothing  of  other  credit- 
ors of  the  bank,  it  is  evident  that  there  was  not  gold  enough  for 
the  note-holders  if  each  had  been  allowed  to  claim  his  share. 
Nearly  half  of  these  note-holders  would  have  lost  their  money, 
and  the  losers  would  have  been  the  weaker  half,  who  were  less* 
able  to  bear  the  loss.  Can  we  contemplate  without  a shudder 
the  perils  that  would  have  been  thus  let  loose,  or  the  tide  of 
ruin  and  terror  and  overwhelming  panic  which  would  have  swept 
over  France,  desolating  the  homes  of  40  millions  of  the  most 
frugal  and  industrious  and  elastic  population  in  Europe? 

That  the  French  nation  was  victorious  in  this  hour  of  supreme 
peril,  and  was  preserved  to  give  thanks  at  Notre  Dame  in  1872 
for  the  success  of  her  national  loan,  was  due  in  no  small  degree 
to  the  firmness  and  wisdom  of  the  bank  in  1870.  It  asked  for 
the  privilege  of  suspending  that  thereby  it  might  save  the  country. 
That  privilege  up  to  this  moment  does  not  appear  to  have  been 
once  abused.  The  circulation  of  the  bank  was  indeed  enlarged  to 
an  enormous  degree.  From  the  maximum  of  1,490  million  francs 
in  1870,  it  rose  to  3,012  millions  in  November,  1873.  At  the 
last-named  date,  the  financial  operations  connected  with  the  in- 
demnity being  closed,  the  bank  like  a good  strategist  began 
immediately  to  make  its  combinations  for  an  approach  to  specie 
payments.  The  policy  adopted  for  this  purpose  was  twofold. 

First,  the  bank  authorities  began  to  raise  their  coin  reserve  which 
stood  at  the  level  of  731  millions  of  francs,  or  146*  millions  of 
dollars.  This  being  the  situation,  let  us  trace  the  successive  steps 
of  their  steady  advance  towards  the  goal  of  resumption.  Since 
November  they  have  accumulated,  as  above  stated,  464  millions 
of  francs  of  gold,  so  that  the  specie  in  the  bank  vaults  amounts 
to  1,195  millions  of  francs.  The  second  part  of  the  resumption 
policy  of  the  Bank  of  France  was  a vigorous  curtailment  of  its 
circulation.  It  was  decided  to  withdraw  its  notes  as  rapidly  as 
possible.  The  contraction-mechanism  was  immediately  put  in 
force.  How  efficiently  it  began  to  act  we  shall  presently  see.  On 
the  1 2th  November,  the  notes  stood  at  the  level  of  3,012,500,000 
francs.  This  was  the  highest  point  they  ever  were  permitted  to 
reach.  Their  rapid  descent  from  it  may  be  seen  by  the  following 
table,  which  is  worthy  of  special  attention  as  illustrating  some  of 
the  most  delicate  operations  of  monetary  statesmanship.  The 
figures  indicate  hundreds  of  thousands  of  francs,  five  cyphers 
being  omitted. 
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Eight  Months’  Contraction  In  the  Bank  of  France/ 
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One  point  of  importance  in  this  report  is,  that  while  so  rapid  a 
withdrawal  of  currency  was  going  on,  the  money  market  did  not 
become  stringent.  On  the  contrary,  it  has  grown  easier!  The  rate 
of  interest  has  fallen  from  7 per  cent,  to  4 per  cent.  This  illus- 
trates the  principle,  that  “ if  contraction  is  done  at  the  proper 
time  and  in  the  right  way,  it  need  not  disturb  the  money  market.” 
In  1867  Mr.  McCulloch’s  contraction  measures  caused  no  per- 
turbation in  the  loan  market  until  the  autumn  months,  after  busi- 
ness revived  and  became  active.  Had  the  process  of  contraction 
been  stopped  when  the  busy  season  set  in,  the  experience  of  the 
United  States  in  1867  would  probably  have  corresponded  with  the 
experience  of  France  in  1874,  and  the  money  market  in  both  in- 
stances would  have  been  free  from  trouble.  Hereafter,  when  the 
French  experiments  in  currency  reform  shall  have  reached  the 
bnther  stage,  to  which  they  seem  rapidly  advancing,  we  may,  per- 
haps, resume  our  narrative  of  their  progress. 
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THE  FINANCE  OF  RAILROAD  PROGRESS. 

By  Dr.  George  Marsland. 

Of  railroads  it  has  been  well  said,  that  they  are  working  a 
change  as  complete  and  lasting  in  the  economy  of  wealth  as 
that  which  printing  accomplished  for  learning,  or  the  discovery 
of  steam  for  machinery.  Every  mile  of  iron  road  links  together* 
a new  or  an  old  field  of  production  with  a wider  circle  of  con- 
sumers, so  that  supply  and  demand  are  swiftly  developed  and 
harmonized.  Railroads  thus  dimmish  scarcity  and  equalize  prices. 
They  give  work  to  the  industrious,  and  produce  more  capi- 
tal than  they  absorb.  The  facilities  of  railroads  and  telegraphs 
overleap  time  and  distance  and  give  to  vast  continents,  for 
most  purposes  of  commerce,  the  concentration  of  a single  town. 
Sources  of  supply  formerly  cut  off  from  development,  because  so 
far  from  a market,  have  been  touched,  as  it  were,  with  the  magic 
wand  of  modern  progress,  and  have  sprung  at  once  into  fertility 
and  value.  Michel  Chevalier  and  other  writers  have  elaborated 
these  ideas,  and  have  attempted  to  estimate  the  precise  amount  of 
new  wealth  which -railroads  have  created.  If  such  estimates  were 
not  too  conjectural  and  vague  to  be  of  much  service,  there  would 
still  be  the  objection  that  in  every  country  a careful  analysis  will 
disclose  National  differences,  so  that  what  is  true  for  France 
would  not  hold  good  in  Germany,  or  Belgium,  or  England,  and 
still  less  in  this  country  or  in  Australia,  or  in  British  India. 

Hence  it  is  no  wonder  that  such  estimates  exhibit  wide  discrep- 
ancies. Their  ingenious  authors  agree  in  little  else  than  that  rail- 
roads, on  the  whole,  create  a great  deal  more  wealth  than  they 
consume,  and  that  this  increase  of  wealth  arises  in  some  varying 
and  unascertained  proportion  from  several  sources.  Among  these 
they  specify  not  only  the  opening  of  new  markets,  the  equation 
of  prices,  the  giving  a new  value  to  labor,  to  farms  and  to  real 
estate  generally,  but  also  the  creating  of  manufactures,  the  saving 
of  time  in  locomotion,  and  the  conferring  on  any  ingenious,  en- 
ergetic population,  though  scattered  over  a wide  belt  of  territory, 
advantages  for  the  combining  of  inventive  skill  and  for  the 
organization  and  division  of  labor  which  in  former  years  were 
the  exclusive  monopoly  of  densely  crowded  cities.  For  these 
and  other  reasons  railroads  have  been  reckoned  among  the  most 
powerful  economic  forces  which  the  enterprise  of  the  nineteenth 
century  has  given  to  the  world. 

Half  a century  ago  commerce  had  little  or  no  help  from  rail- 
roads, but  now  the  whole  industry  and  trade  of  the  world  would 
be  arrested  without  them.  The  Statesman's  Year  Book  gives  an 
interesting  table  of  the  railroads  of  the  world,  which,  with  some 
additions,  we  subjoin: 
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Railroad  Network  of  the  Chief  Commercial  Countries. 


U.  S.,  New  England... 
“ Middle  Slates. .. 

Western  “ 

14  Southern  “ ... 

“ Pacific  “ ... 

Gt.  Britain  and  Ireland. 

Belgium 

Netherlands 

Germany  

Switzerland 

France  

Italy 

Denmark 

Anstro-Hungary  

Spain  

Portugal 

Roumania 

Canada  

British  India 

Russia 

Sweden  and  Norway 

Chili 

Costa  Rica 

Honduras  

%yp* 

Argentine  Confederation 
Uruguay  

Paraguay 

Australia  

Mexico 

Turkey 

Cape  of  Good  Hope  . . . 

Brazil 

Total  foreign 

4‘  United  States 


Mileage. 

1 m.o/R.  R. 
to  sq.  mis. 

Cost  per 
mils. 

1874 

‘ 5,3*4 

12*9  . 

$47,840 

1874 

. 14,019 

9*9  - 

67.737 

1874 

• 33*772 

- 307  - 

52,125 

1874 

- *5,353 

. 51  4 . 

36,994 

1874 

- 2,193 

209*0  - 

95.590 

'873 

- *5, «*4 

8 . 

1 79,920 

1872 

- 1,892 

6 . 

106,987 

1872 

- *,045 
. 13,066 

*3  - 

1 5 

97.202 

1873 

88,493 

1871 

820 

18  . 

87,134 

1872 

. 10,706 

19 

158,714 

1871 

- 3,«95 

- 27 

89,712 

1872 

: 530 

. 28  . 

57,,*4 

1872 

1870 

: m 

- 3®  - 

’ S4  * 

73.915 
107,156  . 

1869 

- 453 

81 

101,317 

1871 

. 507 

90  . 

46.729 

* 873 

. 2,928 

148 

70,160 

1870 

. 4,  *82 

* 23°  * 

100,500 

1872 

- 7,297 

. 280 

*66,477 

■873 

- 1,049 

292 

66438  . 

1872 

- 452 

298 

61,309 

1873 

82 

- 3*8  , 

90,000 

,873 

62 

- 638  . 

95,000 

1870 

1872 

: Ul 

. 907  . 

- 955  - 

96,5<>4 

53,9*8 

J»73 

57 

. 1,290 

86,000 

'873 

* 375 

- *,340  . 

56410 

•873 

44 

- 2,334  - 

89,790 

1870 

. 1,058 

. 2,404  . 

99,622 

I87O 

3°o 

- 3,435 

54,920 

1873 

. 488 

- 3>72o  . 

46,829 

*873 

*34 

. 5,000 

92,103 

1873 

65 

. 6,600 

166,667 

1872 

410 

• 7,573  • 

201,157 

1874 

- 80,653 

— 

S3, 567 

- 70,651 

- 35*3  * 

Total  cost. 

$ 263,697,778 
1,126,702,107 
*,730,728,234 
509,324,106 

154,090,809 

2,845,236,730 

202419,404 

I0I,575>045 

1,156,249,538 

71448,240 

1,7*6,333,196 

349428,240 

30,270420 

556,506,035 

407,299,956 

45,896,001 

23,691,603 

205,428,480 

420, 2 7 1, COO 

1,214,782,669 
69.693,462 
27,71  r,668 
7, 380, coo 

5.890.000 
71,123448 
47,178,250 

4.902.000 
2*. *53*750 

3,950,760 

105,400,076 

16476.000 
22,852,552 
12.341,802 
*0,833.355 
82474,370 


9,854,764,560 

3*784,543,034 


Grand  Total 


*5*, 304 


$13,638,307,594 


From  these  figures  it  appears  that  the  railroad  network  of  the 
world  exceeds  151,000  miles,  and  has  cost  13,638  millions  of 
dollars.  If,  as  is  estimated  by  some  engineers,  the  wear  and  tear 
of  these  roads  is  equal  tp  one-thirteenth  of  their  cost,  an  outlay 
would  be  required  of  over  1,000  million  dollars  a year.  And  as- 
suming that  on  the  average  these*  railroads  create  five  times  as 
much  wealth  as  they  consume,  the  whole  network  comprised  in 
die  above  conspectus  represents  a productive  power  of  over 
6,000  millions  of  dollars  a year.  But  it  further  appears  that  nearly 
oae-half  of  these  railroads  are  in  the  United  States.  In  the  United 
States,  therefore,  nearly  one-half  of  this  vast  production  of  wealth  is 
going  on.  If  the.  estimates  we  have  given  are  not  exaggerated,  our 
milroads  add  every  two  years  to  the  wealth  of  this  country  a sum 
equal  to  the  whole  of  our  funded  National  debt. 
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In  looking  over  this  list  of  railroads  they  divide  themselves  into 
two  groups — the  roads  constructed  by  the  Government  and  those 
constructed  by  private  enterprise.  The  former  class  comprise  almost 
all  the  existing  network  except  that  of  Great  Britain  and  of  the 
United  States.  The  British  railroads,  as  will  be  seen,  have  a total 
length  of  15,814  miles,  while  ours  have  a length  more  than  four 
times  as  great,  their  mileage  being  70,651.  England  is  far  ahead 
of  all  European  nations  except  Belgium,  in  the  adequacy  of  her 
railroad  accommodation.  This  may  be  seen  in  the  fact  that  she 
has  but  eight  square  miles  to  every  mile  of  railroad,  while  France 
has  nineteen  miles,  Germany  fifteen  miles,  Spain  fifty-four  miles, 
and  the  United  States  thirty -five  miles. 

It  is  worthy  of  note  that  England,  like  ourselves,  built  a larger 
portion  of  her  railroad  network  during  the  course  of  a few  years, 
and  thereby  produced  more  than  one  financial  panic.  Since  her 
last  panic  of  1866,  a smaller  average  of  new  railroad  construction 
has  been  ventured  upon,  although  the  last  two  or  three  years  have 
shown  some  improvement.  The  latest  official  report  of  the  Board 
of  Trade,  carried  the  statistics  of  the  British  railroads  down  to 
December,  1872,  when  the  mileage  was  15,814.  Of  this  railroad 
network,  England  and^  Wales  had  11,136  miles,  Scotland  2,587 
miles,  and  Ireland  2,091  miles. 

The  total  capital  was  reported  at  ^552,680,107  in  1871.  The 
average  profit  rose  from  375  per  cent,  in  1858  to  4*19  per  cent, 
for  1870,  to  4*43  Per  cent*  f°r  1871  an<3  to  4*51  per  cent,  for 
1872.  In  the  distribution  of  these  profits,  after  paying  the  bond- 
holders, there  were  shares  of  the  value  of  33  millions  sterling, 
that  received  no  dividend  at  all.  Of  the  residue  of  the  shares, 
amounting  to  206  millions,  10  *4  millions  received  dividends  of 
less  than  1 per  cent  a year;  8 millions  from  1 to  2 per  cent.; 
2^  millions,  2 to  3 per  cent.;  18  millions,  3 to  4 per  cent.;  23 
millions,  4 to  5 per  cent. ; . 23  millions,  5 to  6 per  cent. ; 27 
millions,  6 to  7 per  cent.;  55^  millions,  7 to  8 per  cent.;  15 
millions,  8 to  9 per  cent.;  18  millions,  9 to  9^  per  cent.;  2^ 
millions,  10  to  10*^  per  cent.,  and  3^  millions,  12  to  123/  per 
cent.  Of  the  33  millions  of  share  capital  on  which  no  dividend 
was  paid  26^  millions  belonged  to  English  companies,  nearly  3 
millions  to  Scotch  companies,  and  millions  to  Irish  companies. 
Of  the  aggregate  share  capital  of  all  the  roads,  the  English  com- 
panies had  nearly  202  millions,  the  Scotch  companies  22  millions, 
and  the  Irish  companies  15  millions  sterling.  The  gross  earnings 
of  the  British  railroads  amouhted,  in  1872,  to  ^51,304,114  on 
15,814  miles.  The  expenses  were  ^25,652,383,  or  50  per  cent, 
against  48*4  for  1871,  and  50*6  for  the  year  1867.  The  latter 
year  had  the  greatest  proportion  of  working  expenses  recorded  in 
the  history  of  the  British  railroad  system.  We  compare  the  chief 
statistics  of  the  official  report  for  1872  with  those  for  previous 
years,  as  follows: 
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British  Railroads — Official  Statistics. 


Year. 


<v 


u> 


Hi 

Milts. 

1842  . 1,630 

1843  - 1.73° 

*&44  - 1.95° 

1845  . 2,243 

1846'  . 2,840 

»f47  - 3.7*0 
1848  . 4,626 
*8*9  • 5,950 
>850  ■ 6,733 
1851  . 6,928 
*|S2  - 7,337 

'*53  • 7,774 
■854  . 8,028 

'|55  • 8,285 

1856  . 8,741 

*857  - 9.37* 
1858  . 9,550 
'*5?  - 9,923 
1060  . 10,350 

1861  I0,«50 

1862  . 11,470 
1%  . 12,104 
I%4  - 12,682 
‘865  - *3,»89 
1866  . 12,624 
1867  - 14*020 
1868  . 14,223 
1869  - *4,4*4 
i&7°  - 14,610 

.8  1 * 'H76 

*872  . 15,814 


o 

£ 

- 54,380,100 

. 60,637,100 

. 66,882,100 

- 75,646,100 

. 87,765,100 

. 114,728,000 
. 154,200,000 
. 197,000,000 
. 230,522,730 

- 236,841420 

- 248,093,520 
. 263,636,320 
. 273,860,009 

• 293,993,000 
. 302,946,260 

- 3 n.1 53*67° 

• 3*9*950,000 

. 328,219,100 

- 33  7»82  7*200 

- 352*386, 100 

- 370,107*280 
. 387,246,200 
. 408,396,680 

• 433*558,ioo 

- 453»746,8oo 

- 479*167,300 

- 436*893400 

- 494,359*000 

- 504*381,000 
. 552,680,107 

- 569,047*346 


3 

h 

£ 

33*362 

34.929 

34,200 

33,736 

30,903 

30,924 

33*333 

33. no 

33-8*6 

33,9*2 

34, *  *3 
35*474 
34,658 
33,204 
34.099 

32,871 

32,640 

32.478 

32,268 

32,268 

33*303 

32,873 

34,039 

34,177 

34,233 

34,297 

34,106 

35*944. 

35*9»4 


*4 


4*470,700 

5,022,650 

5,814,940 

6,909,270 

7.945*870 

9,277,670 

10,445,100 

11,683,800 

13,142,235 

*4,987,3*0 

*5.543.6*0 

*7,920,530 

20,000,000 

21,423*3*5 

23*095.500 

24,164,465 

23.966,749 

25*676,783 

27,676,783 

28,563,374 

28,980,612 

30,798,660 

33*582,497 

35.635,838 

37,8*5.927 

39,140,540 

39,823,268 

41,595,06*. 

43,626,605 

48,893,000 

51,304,114 


2,000 

1*944 

2,163 

2,118 

2,305 

2491 

2,562 

2,642 

2,579 

2499 

2,573 

2,674 

2,632 

2,527 

23 

2,702 

2,776 

2,794 

2,800 

2,896 

2,909 

3**79 

3*244 


*! 

I Si 

P.  ct. 

40 

40 

40 

40 

42 

42 

42 

42 

42 

42 

45 

3 

% 

48 

48 

48 

4P 

48 

48 

48 

4^ 

48- 8 

50*6 

49- 5 
47*5 
48*1 
48-4 

50 


Turning  now  to  the  railroads  of  the  United  States,  we  have  no 
Government  Report  like  that  of  the  British  Board  of  Trade. 
Many  of  the  States  have,  indeed,  their  own  railway  bureau,  to 
which  the  various  companies  are  required  to  submit  annual 
reports.  For  the  States  of  Massachusetts,  Connecticut,  New  York, 
Pennsylvania,  Ohio,  Illinois,  and  Minnesota,  the  official  reports 
are  of  great  value,  and  only  require  a few  obvious  improvements 
to  give  them  uniformity  and  completeness.  .We  cannot  say  so  much 
for  the  States  of  Maine,  New  Hampshire,  Vermont,  New  Jersey, 
Michigan  and  Wisconsin,  which  also  publish  their  railroad  statis- 
tics, but  in  a form  susceptible  of  much  improvement.  The 
National  Bureau  of  Statistics  at  Washington  will,  sooner  or  later, 
be  empowered  to  collect  these  important  statistics  directly  from  the 
railroad  companies.  Indeed,  we  are  not  sure  that  it  could  not 
be  done  without  “any  further  legislation  by  a small  addition  to  the 
working  expenses  of  that  very  efficient  and  useful  bureau.  That 
Government  reports  like  those  of  the  British  Board  of  Trade 
8 
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can  be  compatible  with  the  perfect  freedom  of  railroad  com- 
panies from  undue  Governmental  restraint  is  fully  demonstrated 
by  the  experience  of  England,  whose  railroad  system  is  as  voluntary 
as  our  own.  In  the  absence  of  such  Governmental  statistics  we 
have,  however,  annual  compendiums  of  railroad  reports,  two  of 
which  have  just  been  published  and  are  now  before  us.  The  first 
is  a trustworthy  volume,  almost  as  well  known  in  Europe  as 
here — Poor’s  Manual  of  the  Railroads  of  the  United  States.*  This 
book  is  now  enlarged  to  820  pages.  For  seven  years  past  it  has 
given  an  annual  summary  of  the  statistics  of  railroad  progress 
such  as  private  enterprise  has  never  before  collected  and  published 
in  any  country  in  the  world.  For  this  task  the  editor,  Mr%  H. 
V.  Poor,  is  admirably  qualified.  For  some  years  before  the  war 
he  edited  with  skill  and  ability  the  Railroad  Journal , which 
Chevalier  celebrates  as  the  oldest  railway  newspaper  ever  published. 
Many  of  our  readers  will  remember  a pamphlet  on  Railroads,  in 
which,  at  the  request  of  Abraham  Lincoln  and  other  gentlemen,  Mr. 
Poor  a dozen  years  ago  reproduced  some  of  his  luminous  and 
suggestive  articles  on  the  resources  of  the  Northern  States. 
Rumor  says  that  Mr.  Poor  has  consented  to  expand  these  essays, 
and  by  appropriate  illustrations  and  facts,  adapt  them  to  the  eluci- 
dation of  the  recent  crisis.  Others  say  that  Mr.  Poor  contem- 
plates an  entirely  new  book  on  the  financial  question.  Some 

plausibility  is  lent  to  this  opinion  by  the  recent  appearance  in  the 
North  American  Review  of  an  article  by  Mr.  Poor,  which  is 
believed  to  have  had  much  to  do  with  the  rout  of  the  inflation- 
ists in  the  last  session  of  Congress. 

In  the  Railroad  Manual,  Mr.  Poor  gives  us  his  usual  elaborate 
introduction,  which  contains  within  the  limit  of  thirty-two  pages  an 
immense  mass  of  beautifully-analytical  statistics,  showing  in  a 
symmetrical  manner,  the  growth  of  our  railroad  system  since  1830, 
when  we  had  only  twenty-three  miles  of  iron  road  in  operation,  ancl 
the  gradual  steps  by  which  year  after  year,  from  small  beginnings 
at  a few  centres,  the  railroad  network  crept  westward,  and  south- 
ward, and  northward,  till  it  holds  the  whole  continent  in  its 
wealth-creating  embrace. 

Another  important  feature  of  this  book  is  its  detailed  reports  of 
the  various  railroad  companies  in  the  United  States;  the  statistics 
being  illustrated  by  analytical  tables  extending  over  several  years 
past.  This  part  of  the  work  has  received  great  improvements  over 
the  volumes  of  previous  .years. 

A third  feature  is  its  account  of  the  Congressional  Land  Grants 
for  railroads,  which  begins  with  the  earliest  grant,  in  September, 
1850,  to  the  State  of  Illinois,  for  the  Illinois  Central  Railroad,  and 
ends  with  the  last -grant,  of  March  3d,  1871,  to  the  New  Orleans, 
Baton  Rouge  and  Vicksburg  Railroad.  This  part  of  Mr.  Poor’s 

* Manual  oj  the  Railroads  of  the  United  States  /or  1874-75 : shewing  their  mileage,  stocks, 
bonds,  cost,  traffic,  earnings,  expenses  and  organizations;  with  a sketch  of  their  rise,  progress, 
influence,  etc.,  together  with  an  appendix  containing  a full  analysis  of  the  debts  of  the  United 
States  and  of  the  several  States.  By  Henry  V.  Poor.  Seventh  series.  New  York  and  Lon- 
don : H.  V.  & H.  W.  Poor.  1874. 
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labors  would  have  been  appropriately  completed  by  a con- 
spectus of  the  Municipal  bonds  and  the  County,  State  or  National 
securities  which  have  been  at  various  times  granted  and  used  for 
railroad  construction.  Such  a review  from  a competent  hand 
would  be  extremely  valuable.  In  his  Appendix  our  author  gives 
a detailed  compendium  of  the  various  debts  of  the  States  and  of  the 
National  Government  We  would  suggest  the  addition  of  a com- 
parative summary  of  the  aggregate  of  these  State  debts.  Such  a 
schedule  could  be  easily  made  and  would  present  the  elaborate 
tables  in  a condensed  form  which  would  be  extremely  useful  to  a 
large  and  growing  class  of  intelligent  readers  in  this  country  and 
abroad. 

The  other  book  to  which  we  referred  above,  the  American  Rail- 
road Manual '•  makes  an  effort  to  add  to  the  usefulness  and  popu- 
larity of  railroad  statistics  by  presenting  them  in  a-  somewhat  less 
technical  form.  The  work  is  very  handsomely  got  up.  Its  editor 
is  Mr.  Edward  Vernon,  and  though  only  in  its  second  year,  it  is 
reported  to  have  a large  and  influential  class  of  readers.  Its  dis- 
tinctive features  are  two.  First,  it  groups  all  the  railroads  of  each 
State  together,  so  that  the  whole  book  divides  itself  easily  and 
symmetrically  into  a series  of  distinct  chapters,  each  complete  in 
itself,  each  devoted  to  the  railroads  of  a single  section,  and  pre- 
ceded by  p summary  of  the  general  railroad  history  of  the  State. 
This  idea  is  a good  one,  and  it  is  capable  of  being  worked  out 
still  more  elaborately.  The  preliminary  reviews  are  very  sug- 
gestive, though  some  of  them  have  the  defect,  which  has  been 
complained  of  in  regard  to  other  parts  of  the  ‘volume,  of  not 
bringing  their  information  down  to  a sufficiently  late  period.  This 
however  is  unavoidable  in  an  extended  work  on  railroads ; for,  as 
has  been  said,  it  is  a task  of  almost  infinite  difficulty  to  make  a 
compilation  of  the  reports  of  nearly  900  companies  in  all  parts  of 
the  United  States  and  Canada;  and  to  present  every  detail  pre- 
cisely accurate  on  the  day  of  publication.  Moreover  if  by  super- 
human diligence  the  difficulty  were  surmounted,  and  the  report 
were  absolutely  correct  to-day,  it  would  be  rendered  incorrect  to- 
morrow by  the  laying  of  new  tracks  or  by  some  other  change  in 
the  condition  of  one  or  more  of  the  hundreds  of  roads  under  pur- 
view. 

We  have  space  to  mention  but  in  the  briefest  manner  the  other 
chief  characteristic  of  Mr.  Vernon’s  book.  This  consists  of  a series 
of  maps,  fourteen  in  number,  intended  to  illustrate  each  section  or 
chapter  into  which,  as  we  have  said,  the  manual  is  distributed. 
Besides  these  a large  general  railroad  map  of  the  United  States 

. * A meric  an  Railroad  Manual  far  the  United  States  and  the  Dominion,  containing  full  par* 
bealan  of  the  mileage,  capital  stock,  bonded  debt,  equipment,  earnings,  expenses  and  other 
Kabstics  of  railroads,  as  now  built  and  in  process  of  construction,  together  with  a general  rail- 
road map  of  the  United  States  and  the  Dominion,  and  individual  Aaps  of  each  State  and  Ter- 
ntory;  also  an  epitome  or  brief  history  of  the  charter  under  which  each  road  was  originally 
^Mtmeted,  and  the  various  transformations  or  reorganizations  through  which  each  company  has 
P**s<d  from  the  date  of  its  first  incorporation  down  to  the  present  time,  and  an  official  railroad 
™*ctoty,  subdivided  into  executive,  transportation  and  mechanical  departments  Compiled  and 
wiled  by  Edward  Vernon,  formerly  General  Editor  of  the  Travelers'  Official  Rail'way  Guide 
York  : American  Railroad  Manual  Company.  1874. 


Digitized  by  LjOOQle 


108  banker's  MAGAZINE.  [August, 

and  Canada  is  folded  in  the  cover  pocket  and  is  very  con- 
venient for  reference.  To  these  maps,  which  are  carefully  ex- 
ecuted, much  of  the  popularity  of  the  volume  is  no  doubt  due. 
Next  year  this  apparatus  of  illustrative  maps  will  no  doubt  be  im- 
proved by  the  removal  of  some  minor  inaccuracies — such  as  the  in- 
trusion of  a few  roads  which  have  no  existence  and  the  omission 
of  certain  lines  now  in  operation.  The  historical  review  of  each 
company,  and  the  list  of  railroad  officers  which  are  arranged  in  a 
convenient  form  for  counting-house  use  appear  to  meet  the  wants 
of  many  business  firms  who  do  not  care  foe  that  statistical  minute- 
. ness  which  is  so  useful  and  necessary  to  many  railroad  men. 

The  Granger  agitation  has  given  increased  importance  to  the 
financial  statistics  contained  in  these  volumes.  M.  Lavoll6e  very 
justly  observed  in  the  Rhme  des  Deux  Mondes , that  it  is  impossi- 
ble by  legislation  to  compel  railroads  to  lower  their  rates  without 
reducing  proportionately  their  accommodation  to  the  public. 

The  growth  and  financial  condition  of  our  railroads  offer  nu- 
merous demonstrations  of  this  principle.  The  pressure  of  other 
important  topics  forbids  the  insertion  of  a summary  of  the  finan- 
cial position  of  our  railroads  in  various  sections  of  the  country. 
From  these  statistics  it  appears  that  the  railroads  earn,  on  the 
average,  about  five-  per  cent,  on  their  cost,  and  taking  the  roads 
of  the  West  and  South,  the  average  net  earnings  are  about  four 
per  cent.  It  the  financial  aspects  of  the  railroad  agitation  in 
the  West  could  be  duly  appreciated,  a wholesome  change  would 
soon  make  itself  visible  in  the  public  opinion  of  our  Western  and 
Southern  States.  * 

Indeed,  there  are  not  a few  indications  that  a healthier  state  of 
public  opinion  is  already  developing  toward  the  railroads!  To 
this  agitation,  and  to  the  decline  for  two  or  three  yeai^  past  in 
the  foreign  securities,  as  well  as  to  the  panic  last  September,  is 
due  the  check  to  our  railroad  building,  which  it  is  said,  would 
have  otherwise  received  an  addition  of  nearly  30,000  miles  during 
the  last  three  years. 

It  is  to  be  regretted  that  in  most  of  the  States  the  train  mile- 
age is  not  reported.  This  item  is  of  importance,  and  should  be 
always  stated,  because  of  the  power  it  gives  us  to  test  the  charac- 
ter of  the  profit  which  the  roads  are  exacting  for  their  service. 
Hereafter,  we  trust  it  will  be  possible  to  ascertain  and  to  give  a 
general  conspectus  of  the  average  earnings  and  expenses  per  train 
mile  for  all  the  States.  It  is  well  known  that  there  are  two  gen- 
eral methods  of  managing  and  controlling  the  policy  of  our  rad- 
road  companies.  By  the  first,  a pinching  economy  is  practised, 
and  is  pushed  so  far  as  to  restrict  the  service  and  to  keep  down  the 
number  of  trains.  This  short-sighted  economy  cripples  the  ac- 
commodation and  checks  the  growth  of  traffic.  But  it  swells  the 
net  earnings  per  train  mile  run,  and  thus  increases  the  profits  of 
the  company,  though  at  the  risk  of  producing  much  dissatisfaction 
in  the  zone  of  territory  served  by  their  road.  Competition  is,  of 
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course,  the  best  remedy  for  this  kind  of  misfeasance.  But  railroad 
extension  being  now  paralyzed,  few  competing  roads  can  be  for 
some  years  to  come  hoped  for  in  certain  parts  of  the  country. 
Hence,  this  item  of  train  mileage  will  assume  a new  importance. 
And  the  State  Bureaus  should  insist  on  the'  fullest  information 
on  this  point  It  must  always  be  remembered  that  when  the  train 
mileage  is  contracted  to  an  undue  degree,  the  working  expenses 
are  reduced,  and  are  made  to  bear  a low  percentage  to  the  gross 
earnings.  In  this  country,  we  have  not  adopted  this  pernicious 
economy  as  extensively  as  it  has  been  adopted  by  some  foreign 
railroad!  We  have  rather  followed  the  English  policy,  which 
is  to  multiply  trains,  to  develop  traffic,  to  render  the  railroad 
service  as  efficient  as  possible,  trusting  that  by  the  generous 
stimulus  thus  given  to  the  growth  and  productive  power  of  the 
country,  our  railroads  would  get  their  reward.  This  benefi- 
cent and  expansive  principle,  so  congenial  to  our  habits  and  insti- 
tutions, has  established  itself  as  a fundamental  part  of  t>ur  railroad 
policy,  and  to  it  are  perhaps  due  many  of  the  forces  which  * have 
given  such  a wonderful  prosperity  to  railroads  during  the  past 
quarter  of  a century. 

We  have  spoken  of  the  cost  of  our  railroads,  but  it  must  be  re- 
membered that  it  is  increasing  every  year  with  the  new  accommo- 
dations and  facilities  for  traffic,  which  competition  develops.  Com- 
modious and  expensive  cars  and  powerful  locomotives  add  to  the 
dead  weight  of  the  trains,  as  well  as  to  the  capital  invested  in 
the  roiling  stock.  The  steel  rail  is  claiming  the  honors  heretofore 
held  by  the  cheaper  rail  of  iron.  Light  rails  are  discarded  and 
heavier  rails  take  their  place. 

Greater  durability  marks  our  railroad  building  and  adds  to  its 
cost  as  well  as  to  its  economy.  Safer  bridges,  double  tracks, 
solid  earthworks,  stone  ballast  and  other  expensive  improvements 
«tve  more  than  they  cost,  but  in  dull  times  like  the  present,  the 
item  of  cost  fixes  and  commands  the  chief  attention.  Notorious 
abuses  and  peculations  have  also  sprung  up  and  in  too  many  cases 
the  increased  cost  has  added  nothing  to  the  actual  value  of  the 
roads.  It  is  the  result  of  financial  manipulation.  “Peculation  and 
biavery,”  it  has  been  said,  have  taxed  much  of  the  railroad  capital 
in  its  transit  from  a floating  to  a permanent  form,  and  this  roguery 
has  helped  to  swell  the  outlay  of  our  railroads.  But  this  abuse 
has  had  its  day.  Making  allowance  for  these  and  other  drawbacks, 
there  is  no  doubt  that  the  efficiency  of  our  railroad  system  is  re- 
ceiving improvements  nearly  commensurate  with  their  enhanced 
nominal  value.  In  1867,  the  average  cost  of  our  railroads  was 
$42,770  per  mile;  in  1869  it  had  risen  to  $44,255;  in  1872  to 
$49>592>  and  to  $ 53,567  in  i873* 

The  following  table  (selected  from  Mr.  Poor’s  figures)  gives  a 
comprehensive  analysis  of  the  chief  facts  of  the  railroad  system 
with  its  financial  position  at  the  close  of  1873. 
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THE  FINANCE  OF  RAILROAD  PROGRESS.  Ill 

One  of  the  interesting  facts  demonstrated  by  this  table  is  the 
uniformity  of  the  working  expenses;  which  consume  on  the  aver- 
age 65  per  cent,  of  the  receipts.  In  other  words,  for  every  dol- 
lar which  the  railroads  receive  from  the  public,  they  pay  out  for 
wages  and  other  working  expenses  from  64  to®66  cents.  In  Eng- 
land and  in  Continental  Europe  the  working  expenses  consume 
about  one-half.  Hence  foreign  railroads  have  fifty  per  cent,  of 
their  gross  earnings  to  apply  to  dividends  and  interest,  while  our 
railroads  have  but  one-third  of  their  gross  earnings  for  that  purpose. 

By  what  magical  process  then,  it  may  be  asked,  can  our  rail- 
roads contrive  to- earn  5 per  cent,  on  their  cost,  while  the  British 
railroads,  less  heavily  weighted  with  working  expenses,  can  barely 
earn  per  cent,  on  their  cost  ? The  solution  of  this  problem  is 
not  far  to  seek.  If  the  reader  will  refer  to  the  table  on  page  103 
he  will  find  his  difficulties  vanish.  The  English  railroads  cost  180 
thousand  dollars  a mile,  while  ours  average  less  than  60  thousand 
dollars  a mile.  That  vs  to  say,  die  same  amount  of  money  which 
built  1,000  miles  of  road  in  England  would  build  more  than  3,000 
# miles  here.  How  this  disparity  of  cost  arose  is  not  the  question. 
We  cite  the  fact  for  the  purpose  of  showing  how  it  happens 
that  capital,  invested  in  American  railroads,  can  earn  greater  net 
profits  for  its  owners.  On  this  more  generous  liberality  of  earning 
power  depends  very  much  the  hope  of  attracting  capital  to  our 
railroad  system  from  English  investors.  If  the  owners  of  that 
capital  can  be  made  to  see  the  rich  capabilities  of  augmentive  value 
and  productive  growth  which  await  development  on  many  of  our 
well-known  lines  of  railroad,  we  shall  have  ail  the  help  from  these 
foreign  investors  which  we  can  advantageously  use.  We  have  said 
that  our  projectors  have  been  building  too  many  railrodds  since 
the  war.  During  the  last  dozen  years  we  have  spent  upon  these 
public  works  nearly  3,000  millions  of  dollars. 

But  the  process  has*  gone  on  too  rapidly.  We  have  built  up  too 
much  bad  work,  and  this  bad  work  for  some  years  to  come  will 
demand  from  us  a heavy  outlay  in  buttressing  and  rebuilding. 
Such  expenditure,  if  judiciously  made,  will  richly  repay  those  who 
invest  in  it.  They  will  enter  into  other  men’s  labors  and  will  reap 
the  fruits.  In  this  country  we  shall  build  fewer  railroads  than  in 
the  past,  but  we  shall  build  them  better  and  our  whole  railroad 
net  work  will  be  brought  up  to  higher  efficiency.  We  rest  our 
expectation  of  this  influx  of  foreign  capital  upon  two  facts.  First, 
there  is  a plethora  of  capital  in  England  seeking  investment  in 
securities  whose  profits  place  them  in  the  same  class  with  our  best 
railroad  bonds.  Secondly,  these  bonds  offer  greater  security  and 
firmer  guarantees  for  the  safety  of  the  principal  than  most  of  the 
rival  investments  of  equal  remunerative  attractions  which  are  com- 
peting for  capital  in  the  money  markets  of  Europe. 

A third  argument  is  adduced  by  the  Railway  News , a well- 
informed  English  journal,  which  says  that  in  London  the  tide  of 
investment  “ gives  indication  of  flowing  towards  the  best  estab- 
lished American  railroads,”  and  every  indication  proves  that  never 
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before  has  there  been  so  steady  a demand  for  the  better  class  of 
American  securities,  inasmuch  as  a vast  amount  of  capital  has  ac- 
cumulated, while  the  circle  of  investments  offering  has  shrunk 
within  considerably  narrower  limits.  Many  foreign  securities,  for- 
merly much  soug^  after,  are  now  under  a cloud;  the  heavy 
losses  on  Turkish,  Egyptian,  and  other  inferior  bonds,  having  de- 
stroyed the  market,  while  miscellaneous  industrial  undertakings  and 
mining  enterprises  suffer  from  the  discredit  of  notorious  mining 
swindles.  On  such  grounds  as  these,  our  contemporary  predicts 
that  unless  some  new  speculative  mania,  contrary  to  the  proba- 
bility, should  turn  aside  the  attention  of  the  public,  and  withdraw 
it  from  the  growing  attraction  towards  American  investments,  the 
flow  into  them  of  a considerable  amount  of  British  capital  may 
be  confidently  anticipated. 

We  shall  be  told  that  we  cannot  keep  up  this  attraction  of 
foreign  capital  towards  our  railroad  bonds,  because  of  the  recent 
default  of  numerous  railroads,  which  have  been  unable  to  pay 
their  interest-coupons.  We  think,  on  the  contrary,  that  when  the 
real  character  of  these  securities  is  understood,  their  defaults  will 
probably  strengthen  the  disposition  of  foreign  capital  to  choose* 
better  in  future,  to  reject  weak  securities,  as  these  defaulters  noto- 
riously were,  and  to  invest  itself  in  our  best  railroad  bonds,  of 
which  hundreds  of  millions  can  be  supplied  at  remunerative  prices. 
The  Financial  Chronicle  last  year  published  the  statistics  of  these 
defaulting  roads.  At  the  close  of  last  year  the  amount  was 
some  300  millions.  By  a later  statement  compiled  by  the  New 
York  Daily  Bulletin , of  15th  July,  we  find  that  the  amount  of 
these  defaults  is  now  335  millions  besides  interest.  But  we  ven- 
ture to  predict  that,  in  five  years  more,  the  owners  of  most  of  this 
dubious  property,  ivho  are  able  to  hold  fast  their  bonds,  will  not 
lose  by  their  holding.  Moreover,  in  less  than  ten  years  the  own- 
ers of  these  bonds  will  be  able  at  the  prices  then  current,  not 
only  to  get  their  money  back-  again  but  to  make  a handsome 
profit.  To  give  support  to  this  opinion,  we  might  appeal  to  the 
past  history  of  railroad  investment  here  and  in  England.  A long 
experience  proves  that  few  persons  have  lost  money  by  railroad 
investments  if  they  buy  no  more  than  they  can  hold  with  their 
own  money ; if  they  judiciously  select  their  risks  and  distribute 
their  ventures,  and  if  they  hold  on  to  their  property  till  it  has  had 
time  to  develop  itself.  In  England,  the  capital  which  may  be 
expected  to  invest  itself  in  our  railroads  is  discriminating  and 
conservative.  It  will  refuse  to  take  the  risks  of  such  bonds 
as  belong  to  the  list  on  which  these  defaulting  securities  have 
always  figured.  The  right  sort  of  bonds  for  such  sound,  cautious 
investors  at  home  or  abroad,  can,  however,  be  found.  Our  rail- 
road system  supplies  them.  There  are  3,784  millions  of  railroad 
securities,  and  among  them  are  annually  divided  183  millions  of 
net  income,  earned  by  the  railroads  of  the  United  States.  Of  this 
large  mass  of  securities,  the  defaulting  bonds,  of  which  so  much 
has  been  said,  are  a very  small  proportion,  their  discredit  is  but 
temporary,  and  they  have  been  systematically  avoided  by  conserv- 
ative people  who  could  not  and  would  not  take  speculative  risks. 
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FINANCE  AND  NATIONAL  DEMORALIZATION. 

It  is  a coincidence  in  keeping  with  the  chaotic  state  of  public 
opinion  on  the  subject  that  two  such  eminent  members  of  the 
learned  profession  of  the  law  as  the  Hon.  Edwards  Pierrepont 
and  the  Hon.  William  M.  Evarts  should  nearly  at  the  same 
time  deliver  each  an  oration,  the  one  containing  expressions  of 
unqualified  approval  of  our  financial  system,  and  the  other  of 
equally  decided  disapproval;  and  this,  not  from  adverse  sides  in 
party  politics,  but  from  the  same  “ woolsack.”  It  is  true  that  Mr. 
Evarts,  having  accepted  an  invitation  to  pronounce  a formal 
eulogy  on  Mr.  Chase,  could  not  gracefully  appear  as  his  critic ; 
but  it  is  sufficiently  plain  that  his  judgment  of  the  policy  was  en- 
tirely in  accord  with  his  estimate  of  the  man. 

The  oration  of  Judge  Pierrepont  was  delivered  before  the 
alumni  of  the  Yale  Law  School  on  the  50th  anniversary  of  the 
founding  of  that  * department  of  the  University.  The  principal 
idea  of  it  was  to  show  the  appropriate  connection  between  the 
higher  education,  which  it  was  the  object  of  the  institution  to  pro- 
mote, and  the  great  ends  of  civil  administration.  “ No  Govern- 
ment,” said  the  orator,  “can  prosperously  endure,  which,  in  the 
main,  is  not  administered  by  the  higher  intellect,  and  the  higher 
moral  sentiments  of  the  people.  It  requires  ability,  as  well  as 
honesty,  to  govern  a great  nation  wisely,  . . but  we  often  elect 
legislators  to  make  laws  who  know  scarce  anything,  and  about 
laws  and  their  operation  nothing.”  When  the  corner  stones  of 
the  new  society  were  laid  in  the  new  world,  there  was  a great 
contest  foreshadowed.  As  Judge  Pierrepont  tersely  puts  it, 
“our  theory  is,  that  the  most  ignorant  must  govern  if  they  are 
the  most  numerous.”  The  arbitrary  principle  of  government  was 
wholly  discarded.  The  people  were  to  do  everything.  “The 
founders  of  the  Republic  were  wise  in  their  generation,  but  of  the 
great  future  not  much  was  revealed.”  They  had  no  conception, 
of  the  vastness  of  the  work  on  which  they  entered.  They  were 
totally  in  the  dark  as  to  the  mighty  task  to  which  they  com- 
mitted their  posterity.  If  the  curtain  could-  have  been  drawn 
aside  which  concealed  from  their  view  the  advanced  scenes  of 
the  struggle  they  begun,  it  may  well  be  questioned  whether  they 
would  have  ever  ventured  out  on  the  stormy  sea  before  them. 
The  eloquent  orator  then  displays  the  task  of  the  present  day : 

‘‘With  every  climate,  with  every  soil,  with  every  mineral  and  every  tree 
ynich  the  needs  of  man  can  wish;  with  colleges,  newspapers,  free  schools, 
«ee  suffrage,  free  speech;  with  slavery  abolished,  energy,  enterprise,  activity 
^paralleled,  and  intellect  sharpened  beyond  any  experience  of  the  past,  can  we 
«*1  to  become  the  greatest  nation  upon  which  the  sun  ever  shone?  Yes; 
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and  fail  we  shall,  unless  a change  comes  over  the  spirit  of  this  people,  and 
sturdy  honesty  drives  out  imbecility  and  corruption.  Moral  forces,  as  .well  as 
physical  advantages,  must  be  considered  in  calculating  the  future  of  a 
nation.” 

It  appears  to  be  the  opinion  of  Judge  Pierrepont,  that  to 
meet  the  extraordinary  emergencies  of  administration  now  pressing 
upon  us,  to  put  a summary  stop  to  the  abuses  which  threaten  our 
existence  as  a free  and  fortunate  people,  we  need  a man  of  pecu- 
liar and  eminent  powers  of  executive  accomplishment.  He  inter- 
ested his  audience  by  an  imaginary  search  over  the  past  to  find 
the  man.  Cicero  would  not  do.  Our  people,  he  thinks,  would 
turn  out  en  masse  once,  and  once  only,  from  curiosity.  They 
would  then  tell  him  that  “ he  ‘might  have  been  a very  respecta- 
ble old  fogy  in  a bygone  age,  but  that  we  had  no  use  for  that 
sort  of  orator  in  our  rapid  country,  and  that  he  had  better  go 
back.”  “But  if  Julius  Cesar,”  he  continues,  “should  arrive  in 
the  next  steamer,  we  should  hail  him  as  a native,  or  at  least  as  a 
naturalized  American,  who  had  landed  in  the  very  nick  of  time, 
when  the  Republic  wanted  just  that  kind  of  man;  we  should  send 
him  immediately  to  Congress,  and  I dare  say,  talk  of  him  for 
President  before  long,  notwithstanding  the  Constitution.” 

“ What  was  there,”  asks  the  Judge,  in  a more  serious  vein, 
“ about  this  Roman  which  should  enable  him  \o  step  down  nine- 
teen hundred  years,  and  find  himself  at  home  in  our  midst?  He 
had  some  flagrant  vices,  but  meanness  and  vacillation,  treachery 
and  cowardice,  had  no  dwelling  in  his  soul.  . . . With  per- 

ceptions intuitive  and  quick  as  the  electric  flash  ...  in  the 
forum  eloquent  and  condensed,  going  right  to  the  marrow  of  the 
thing,  using  words  only  to  enforce  ideas;  always  forgiving  and 
liberal  to  excess,  and  when  he  came  to  the  helm  of  the  State, 
showing  a grasp  of  mind,  a grandeur  of  ideas  and  a greatness  of 
soul  which  won  the  hearts  of  the  people. 

The  following  extract  shows  the  dangers  which,  in  the  opinion 
of  the  orator,  are  suspended  over  us: 

“ Whether  the  government  of  the  States  shall  become  absorbed  by  the 
central  power,  will  depend  entirely  on  the  virtue  and  intelligence  01  the 
States.  A people  advanced  in  civilization  and  loving  property  as  we  do, 
will  have  a government  which  will  protect  them  in  the  enjoyment  of  their 
property.  ....  If  through  ignorance  or  corruption,  their  governments 
fail  to  protect  the  citizen  in  nis  rights,  State  governments  will  perish  and 
surrender  to  the  central  power.  It  is  all  idle  to  talk  of  Caesarism  in  this 
country,  and  the  cry  awakens  no  alarm.  Caesarism  is  only  possible  when 
the  people  seek  it,  as  their  last  desperate  defense  against  corrupt  and 
despoiling  rulers  ! A usurper  of  the  supreme  authority  against  the  omnip- 
otent power  of  public  opinion  would  perish  in  a night.” 

That  there  are  dangers  in  the  direction  pointed  out  by  Judge 
Pierrepont,  no  diligent  reader  of  history  will  deny.  Our  national 
vanity  and  overweening  conceit  are  such  that  it  has  become  with 
us  a national  dogma , that  we  are  a chosen  people,  under  the  pe- 
culiar care  of  the  Almighty,  and  exempt  from  the  operation  of 
laws  which  govern  all  the  world  beside.  We  have  taken  many 
steps  of  late  years,  and  advanced  rapidly  towards  those  moral 
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conditions  of  society  which  prepare  the  way  for  every  kind  of 
disorder  and  civil  anarchy.  Our  greatest  perils  threaten,  as  in 
many  examples  on  the  page  of  history,  from  the  derangement  of 
the  national  finances.  It  is  apparently  for  the  express  purpose  of 
rousing  the  public  to  a sense  of  these  dangers  that  the  eloquent 
lecturer  traced  the  causes  of  decay  iij  other  States.  In  the  follow- 
ing paragraph,  he  establishes  the  connection  between  our  vicious 
system  of  paper  money,  and  the  many  phases  of  demoralization 
which  are  ever  increasing  in  breadth  and  intensity. 

“During  the  early  years  of  Washington’s  administration,  the  entire  ordi- 
nary expenses  of  the  Federal  Government  were  but  $ 1,877,000,  while  the 
taxes  ot  the  City  of  New  York  alone  are  $39,218,945,  and  the  cost  of  the 
Federal  Government  for  the  fiscal  year  just  ended,  as  partly  estimated,  is 
$3i9»*98,786.  A little  arithmetic  will  show  that  our  expenses  have  increased 
in  far  greater  ratio  than  our  population  and  resources — an  ugly  fact,  so  ugly 
that  no  one  seems  willing  to  look  it  in  the  face.  Extravagance  is  the  curse 
of  our  day.  It  came  of  the  issue  of  irredeemable  paper  money  to  carry  on 
the  war,  and  when  the  war  was  ended,  luxury  had  produced  an  intoxication 
too  dreamy  to  be  voluntarily  abandoned.  Our  auty  was  plain,  and  to  any  one 
worthy  to  be  called  a statesman,  our  interest  was  as  plain  as  our  duty.  We 
should  have  turned  all  our  energies  to  keep  our  faith,  to  redeem  our  prom- 
ises, to  stop  our  luxuries,  and  end  the  sham  which  has  corrupted  the  na- 
tion. Like  cowards,  we  have  shut  our  eyes  to  the  truth,  and  revelled  in  de- 
lusions until  we  can  deceive  ourselves  no  longer.  ...  . A • Government 

which  gets  money  from  its  citizens  on  a promise  which  it  never  tries  to  keep, 
does  not  differ  in  the  least  from  the  King  who  took  his  subjects’  money  with- 
out the  pretence  that  he  ever  meant  to  pay.  When  a Government  cheats  its 
citizens,  its  citizens  will  cheat  each  other ! The  hardest  strain  which  free 
Government  has  ever  had  is  close  at  hand.  The  next  Presidential  election  is 
the  turning  point.  It  begins  a new  century  in  our  history,  the  public  mind 
will  be  awake,*  and  that  will  be  an  eventful  day.  It  will  settle  the  question 
whether  our  Government  will  keep  its  faith,  and  turn  its  determined  face  tow- 
ards justice,  economy  and  truth,  and  thus  begin  with  the  new  century  a new 
career  of  prosperity  and  grandeur  and  riches,  such  as  the  world  has  not  seen, 
or  whether  it  will  imitate  England  in  her  corruptest  times,  and  take  the  curse 
which  afflicted  her  so  long.  When  the  conflict  comes,  may  every  lawyer  and 
every  man  whom  this  great  college  educates  stand  for  the  public  faith,  for 
the  honor  and  the  glory  of  his  country,  with  his  face  to  the  enemy,  and  his 
trust  in  Heaven.” 


District  qf  Columbia.— The  bonded  debt  of  the  District  of  Columbia 
amounts  to  about  $ 10,000,000.  The  District  Government  issued  .certificates  of 
indebtedness,  bearing  interest,  and  known  as  street-assessment  and  sewer 
assessment  certificates.  These  together  amount  to  $4,140,000;  they  are  fund- 
able  under  the  act  of  Congress  authorizing  the  new  3.65  bonds;  There  is  a 
floating  debt,  also  to  be  funded  at  the  creditors’  option,  amounting  to  about 
y7i5°o»ooo,  including  the  sewer  certificates.  The  total  debt,  therefore,  is  very 
large,  but  provision  has  now  been  made  for  all  of  it. 

Postage  Stamps. — The  number  of  ordinary  postage  stamps  issued  during 
year  ending  June  30,  was  632,733,420,  valued  at  $23,827,000.  In  addi- 
tion, there  were  issued  to  the  several  Executive  Departments  of  the  Govern- 
ment more  than  32,000,000  of  official  stamps,  exclusive  of  postal  cards  and 
stamped  envelopes.  The  total  value  of  adhesive  stamps  issued  during  the  year 
Was  more  than  $ 25,000,000.  The  total  number  of  stamps  issued  for  the  year 
ending  June  30,  1873,  was  601,931,520. 
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LOST  BANK  NOTES: 

Should  the  Banks  have  the  Benefit  of  them  ? 

Experience  demonstrates  a curious  uniformity  controlling  the 
small  percentage  of  bank  notes  which  may  be  expected  to  be  lost 
or  destroyed,  by  fire  or  by  accident  in  the  ordinary  course  of 
business.  In  the  House  of  Representatives  the  question  has  been 
recently  discussed,  whether  under  the  statutes  of  the  United  States 
the  benefit  of  such  lost  notes  belongs  to  the  National  banks  which 
issue  them.  Mr.  Orth  in  his  speech  on  the  subject  answered  in 
the  affirmative ; while  Mr.  Maynard,  of  Tennessee,  affirmed  the 
contrary,  and  argued  that  the  benefit  belongs  not  to  the  banks  but 
to  the  Government.  The  truth  is  that  neither  of  these  views  is 
quite  accurate. 

After  the  Chicago  fire  this  point  was  thoroughly  investigated 
in  the  Comptroller’s  Bureau  at  Washington.  No  official  report 
was  published,  but  we  are  told  the  facts  were  these : Certain 

banks  produced  undoubted  proof  that  specific  amounts  of  notes  of 
theirs  had  been  destroyed  in  that  disaster,  and  applied  for  new 
notes  in  place  of  those  consumed.  As  no  precedent  could  be 
found  in  its  support,  the  application  was  refused  on  the  ground  of 
want  of  authority,  and  because  the  law  did  not  give  to  the  issu- 
ing banks  the  exclusive  right  to  their  lost  notes.  Some  years 
prior  to  this  decision  a clique  of  lobbyists  made  a proposition  to 
get  Congress  to  pass  a law  giving  to  the  banks  the  right  in  ques- 
tion, so  far  at  least  that  in  such  a case  as  that  arising  out  of  the 
Chicago  fire  the  bonds  representing  the  consumed  notes  might  be 
reclaimed  by  the  issuing  banks  and  taken  out  of  the  Treasury. 
This  law  was  not  brought  forward  for  the  sufficient  reason,  if  we 
may  believe  the  Washington  reports  of  the  day,  that  the  National 
banks  would  not  consent  to  raise  the  large  sum  which  was  claimed 
as  “ expenses  ” by  the  enterprising  projectors  of  the  scheme.  The 

questions  we  are  discussing  could  not  be  raised  in  any  other 

banking  system  than  our  own.  The  Bank  of  France  and  the 
Bank  of  Belgium  though  government  institutions  are  the  un- 
doubted owners  of  all  the  benefit  arising  from  their  lost  notes. 
The  Bank  of  Hamburg  does  not  issue  any  circulation.  The 
Bank  of  England  has  always  enjoyed  the  undisputed  ownership 
of  its  lost  notes.  So  have  all  the  country  banks  which  issue  notes 
in  Great  Britain.  Had  the  question  arisen  when  our  National 

currency  act  was  framed,  a provision  would  undoubtedly  have 

been  introduced  into  the  act  giving  the  ownership  on  certain 
conditions  to  the  banks.  Hereafter  when  the  question  is  finally 
set  at  rest  by  legislation,  Congress,  might  undoubtedly  be  ex- 
pected to  give  the  benefit  to  the  banks  but  for  two  or  three 
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objections.  In  the  first  place,  the  National  bank  notes  are  a 
qualified  legal  tender.  They  were  made  so  by  the  23d  section  of 
the  currency  act  of  1864,  which  enacted  as  follows : 

Sec  23.  And  be  it  further  enacted , That  after  any  such  association  shall 
have  caused  its  promise  to  pay  such  notes  on  demand  to  be  signed  by  the 
president  or  viee-prpsident  and  cashier  thereof,  in  such  manner  as  to  make 
them  obligatory  promissory  notes,  payable  on  demand,  at  its  place  of  business, 
such  association  is  hereby  authorized  to  issue  and  circulate  the  same  as 
money;  and  the  same  shall  be  received  at  par  in  all  parts  of  the  United 
States,  in  payment  of  taxes,  excises,  public  lands,  and  all  other  dues  to  the 
United  States,  except  for  duties  on  imports ; and  also  for  all  salaries  and 
other  debts  and  demands  owing  by  the  United  States  to  individuals,  corpora- 
tions, and  associations  within  the  United  States,  except  interest  on  the  public 
debt,  and  in  redemption  of  the  National  currency. 

This  provision  was  copied  from  the  National  banking  law  of 
1863,  except  the  last  clause,  which  we  put  in  italics.  The  effect 
of  this  section  is  to  make  the  bank  note  a legal  tender  in  these 
respects.  First,  every  National  bank  throughout  the  country  is  com- 
pelled to  accept  the  notes  of  all  other  National  banks  in  pay- 
ment of  debts  due  to  it  by  any  bank  or  private  citizen.  Secondly, 
the  Government  has  to  accept  bank  notes  in  payment  of  any  cur- 
rency debt  to  the  Treasury.  Thirdly,  every  private  citizen  to 
whom  the  Government  owes  money  is  compelled  to  take  bank 
notes  in  payment.  No  exception  is  made  to  these  legal- tender 
privileges  of  the  bank  notes  unless  the  debts  in  question  are  spe- 
cifically payable  in  coin  by  law. 

The  law  of  24  June,  1874,  adds  a further  improvement  in  the 
status  of  National  bank  notes,  inasmuch  as  the  fourth  section  of  that 
statute  makes  such  notes  redeemable  on  demand  in  greenbacks  at 
the  Treasury.  Hence  the  banks  have  claimed  that  if  they  have  the 
right  to  remit  National  bank  notes  to  the  Treasury  for  redemption, 
they  can  use  these  notes  to  make  good  their  five  per  cent,  re- 
serves. This  claim  has  been  accorded  by  Mr.  Treasurer  Spinner, 
so  far  at  least  that  the  banks  must  make  their  first  deposits  of  re- 
serve in  greenbacks.  After  their  first  payments  have  been  made 
in  greenbacks,  subsequent  deposits  to  keep  good  the  reserve,  are, 
for  the  present,  permitted  to  be  .made  in  National  bank  notes. 

Such  axe  the  legal-tender  functions  of  the  bank  notes  as 
defined  by  the  statutes  of  the  United  States.  And  it  is  easy  to 
see  that  such  notes  differ  in  several  important  respects  from  the 
notes  issued  under  the  old  State  banking  laws.  The  notes  of  that 
hanking  system  were  not  legal  tender,  and  undoubtedly  belonged, 
if  lost,  to  the  bank  which  issued  them.  In  consideration  of  the 
credit  given  to  the  National  bank  notes  by  the  above  enactment, 
it  is  argued  that  such  notes  have  a forced  circulation  just  as  the 
greenbacks,  and  like  them  should  belong,  when  lost,  to  the  Gov- 
ernment. In  these  times  there  are  a number  of  men  both  in  and 
out  of  Congress  who  are  very  willing  to  make  political  capital  by 
attacking  and  curtailing  the  privileges  of  “ rich  corporations,” 
as  they  affect  to  designate  the  National  banks. 
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Secondly,  the  question  assumes  a tangible  shape  because  of  the 
arrangement  that  a National  bank  for  every  $90  circulation  must 
deposit,  as  security,  $ 100  in  bonds.  These  bonds  are  held  in 
trust  by  the  United  States  Government,  and  there  are  but  two 
ways  by  which  they  can  at  present  be  got  out  of  the  Treasury. 
The  first  is  by  returning  the  currency  and  reclaiming  th£  bonds ; the 
second  way  is  by  depositing  greenbacks  or  bonds  to  the  amount 
of  the  outstanding  currency.  The  arrangements  for  this  purpose 
are  controlled  by  sections  22  and  42  of  the  bank  law  of  1864, 
which  enacts  that  the  Comptroller,  upon  the  terms  prescribed  by 
the  Secretary  of  the  Treasury,  may  permit  the  return  to  be  made 
of  any  of  the  bonds  deposited  with  the  Treasurer  by  any  bank,  in 
exchange  for  the  other  bonds  authorized  by  the  act,  or  for  green- 
backs equal  in  value  to  the  currency  or  for  circulating  notes  to 
be  inmediately  cancelled  and  withdrawn. 

An  esteemed  correspondent  sends  us  the  subjoined  article  from 
the  Chicago  Inter-Ocean,  which  discusses,  very  intelligently,  from 
the  stand-point  of  the  banks,  this  question  of  the  ultimate  owner- 
ship of  lost  bank  notes. 

Suppose  a National  bank  has  deposited  as  security  for  $90,000  in  circula- 
ting notes  $ 100,000  in  bonds.  It  concludes  to  retire  its  notes,  and  does  so 
to  the  extent  of  $85,000;  the  balance  of  $5,000  being  lost  or  destroyed,  or  at 
least  not  presented  for  redemption,  cannot  be  returned  to  the  Treasury.  But 
as  the  Treasury  can  only  return  to  the  bank  bonds  in  proportion  to  the 
amount  of  notes  surrendered,  it  must  continue  to  hold  an  amount  of  bonds 
equal  to  the  proportion  $5,000  in  notes  bear  to  the  whole  amount  of  notes 
originally  issued.  Meantime  the  bank  would  continue  to  receive  interest  on 
the  balance  of  its  bonds  still  remaining  in  the  custody  of  the  Treasury.  Sup- 
pose the  bonds  mature.  They  must  be  paid ; but  to  whom  ? The  bank  can- 
not collect,  because  it  has  lost  possession  of  them.  They  are  pledged  with 
the  Treasury  as  security  for  circulating  notes  not  yet  presented  for  payment. 
The  money  must,  therefore,  take  the  place  of  the  .bonds  as  a redemption 
fund.  It  follows:  1.  That  the  bank  reaps  a present  benefit  on  account  of  its 
destroyed  notes  to  the  amount  of  the  accruing  interest  on  the  bonds  pledged 
for  the  redemption  of  notes,  which,  being  lost,  can  never  be  presented  for 
payment.  2.  That  the  bank  has  a just  claim  upon  the  Government  for  the 
necessary  legislation  to  enable  the  Treasury  Department  to  call,  by  proper 
advertisement,  for  the  presentation  of  all  notes  of  the  bank  by  a given  time, 
after  which  the  pledged  bonds  (or  money,  if  they  shall  have  been  paid)  shall 
be  surrendered  to  the  bank.  The  bank  is,  doubtless,  equitably  entitled  to 
whatever  gain  may  accrue  by  reason  of  the  loss  or  destruction  of  its  notes  ; 
for  they  are  its  promises  to  pay,  secured  by  its  property — National  bonds — for 
which  it  gave  value.  The  Government  has  no  title  to  the  bonds  or  to  the 
money,  if  they  have  been  paid.  It  is  a mere  trustee  for  the  holders  of  the 
notes,  and  when  it  becomes  apparent,  by  lapse  of  time  and  by  failure  of  rea- 
sonable efforts  to  find  the  holders,  that  there  is  no  person  to  claim  the  bene- 
fits of  the  trust,  the  trust  fund  equitably  reverts  to  the  bank  which  created  it. 
Under  a similar  state  of  facts  the  bank  could  ask,  and  would  be  entitled  to 
receive  from  a court  a return  of  the  fund,  and  it  has  the  same  right  to  appeal 
to  Congress  for  relief. 

That  our  contemporary  is  right  in  saying  that  the  bank  has  a 
claim  on  the  trust  fund  there  is  no  doubt.  But  he  overlooks 
certain  other  valid  claims  upon  the  same  fund.  If  the  issuing 
bank  has  parted  with  its  notes  for  value,  the  holder  of  the  notes 
is  the  true  owner,  and  he  has  a valid  claim  on  the  trust  fund. 
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His  case  has  a close  analogy  to  that  of  a depositor  who  cannot 
be  found,  but  whose  money  is  in  the  custody*  of  the  Government, 
the  credit  of  the  State  having  also  aided  in  attracting  the  deposit. 
When  the  ownership  of  lost  notes  comes  up  for  legislation  there 
will  thus  be  two  claims  on  the  part  of  the  Government  set  up 
antagonistic  to  the  claim  of  the  bank.  First,  the  Government  will 
claim  to  hold  the  whole  fund  in  question  as  custodian  in  trust  for 
an  owner  who  cannot  He  found ; and  secondly,  the  Government 
will  claim  against  the  bank  on  the  ground  that  the  bank  could 
only  claim  in  equity  a joint  interest  in  the  bonds  with  the  lost 
owner  of  the  notes.  Oa  a final  accounting  the  settlement  might 
be  adjusted  by  requiring  the  banks  to  deposit  greenbacks  in  the 
Treasury  to  the  value  of  its  outstanding  lost  circulation,  and 
allowing  it  on  this  condition  to  withdraw  its  bonds.  This  arrange- 
ment would  settle  the  difficulty  under  the  42d  section  of  the  law 
of  1864  without  any  new  legislation  whatever.  Till  some  new 
adjustment  is  made  the  banks  will  continue  to  draw  interest  on 
the  bonds  held  in  trust  for  their  lost  circulation;  but  they  will 
not  be  able  to  withdraw  the  bonds  from  the  Treasury  without  the 
deposit  of  greenbacks. 

Too  much  stress  has  been  laid  on  the  statement  that  the  Na- 
tional banks  earn  exorbitant  profits,  and  can  well  afford  to  give 
up  all  claim  to  their  lost  notes.  So  far  as  this  somewhat  irrelevant 
argument  may  be  allowed  any  force,  it  will  certainly  tell  in  favor 
of  the  banks.  None  of  our  readers  who  hold  bank  stock,  or  who 
have  been  accustomed  to  watch  intelligently  the  working  of  our 
National  banking  system  need  to  be  told  that  capital  invested  in 
a National  bank  brings,  on  the  average,  a smaller  return  than  if 
put  into  ordinary  commercial  enterprises.  Last  year,  throughout 
the  United  States,  the  semi-annual  dividends  of  the  National  banks 
were  less  than  5^  per  cent,  on*  the  par  value  of  the  bank  shares. 
These  dividends,  if  estimated  on  the  capital  and  surplus,  aver- 
aged no  more  than  4.15  per  cent.  Nor  was  last  year  exceptional. 
The  records  of  previous  years  coincide  almost  exactly.  It  is  true 
that  these  dividends  do  not  represent  all  the  realized  profits,  of 
which  a part  is,  of  course,  added  to  the  surplus  every  year.  But 
if  we  take  the  whole  of  the  earnings  on  capital  and  surplus  we 
find  their  semi-annual  ratio  iess  than  5^  per  cent,  for  a series 
of  years  past  This  fact  we  illustrate  by  the  subjoined  table : 


* In  California  this  claim  on  the  part  of  the  State  Treasury  to  become  the  custodian  of  de- 
posits in  the  circumstances  referred  to  is  provided  for  by  an  important  amendment  made  by 
the  last  Legislature  to  section  437  of  the  Political  Code.  The  object  of  it  is  to  compel  indiw 
doak,  banks  and  other  corporations  holding  money  or  other  valuable  securities  belonging  to 
persons  who  have  died  or  left  the  State,  to  transfer  the  same  into  the  State  Treasury;  or,  in 
other  words,  to  carry  out.  the  principle  that  property  thus  deposited  finally  goes  into  the 

a of  the  State  which  holds  the  share  of  the  property  in  trust  and  not  to  the  custodian 
It  has  been  stated  that  certain  individuals  and  institutions  hold  considerable  sums  of 
ooney  for  which  no  application  has  been  made  for  years.  The  San  Francisco  Bulletin  says, 
<hat  m the  accounts  of  a well-known  bank  in  that  city  it  was  found  that  ten  per  cent,  of  the 
deposits  were  of  this  character,  and  it  is  supposed  that  a similar  state  of  affairs  exists  in  other 
cases.  Our  contemporary  adds,  that  all  supposed  holders  of  escheated  property  are  to  be  noti- 
fied to  comply  promptly  with  the  provisions  of  the  Constitution  as  now  amended. 
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Net  Earnings  of  National 

Banks 

on  Capital  and 

Surplus,  1869-73. 

1868. 

1870. 

1871. 

1872. 

1878. 

Sept. 

Mar. 

Sept. 

Mar. 

Sept 

Mar. 

Sept. 

Mar.  SepL 

Per  ct. 

Per  ct 

Per  ct 

Perct 

Perct. 

Perct. 

Perct. 

Perct  Perct. 

Maine 

6.08  . 

6. 

5.80 

5-72 

6.03 

- 5-24 

- 5-S1 

- 5-78 . 5*69 

* New  Hampshire . . . 

6.06. 

6.16 

5-73 

5-33 

4-59 

- 4-77 

. 4.86 

. 5.38 . 2.72 

Vermont  

6.03  . 

6.06 

5.60 

5-30 

4*79 

. 4-94 

- 5-33 

- 5 81  - 5-3* 

Massachusetts 

6-35  - 

6.36 

5-34 

5.48 

5.21 

. q.02 

. 5.48 

. 7.12  . 5.60 

Boston  

5-73  • 

5-i3 

5.16 

4.00 

4.82 

463 

4.64 

. 4.49  . 4.84 

Rhode  Island 

5.62  . 

5-71 

s°3 

4.71 

. 4.62 

. 5.28 

- 5-40-  5*3i 

Connecticut 

5*53 

5.84 

5-25 

5-30 

5.20 

. 5.II 

. 5-46 

. 5 32  . 5.25 

New  York  State  . .. 

5-*3- 

5 43 

5.04 

5-05 

4-47 

- 4.54 

- 5-H 

- 5 '4  - 5*°3 

New  York  City 

1:8: 

4.81 

4-23 

4.41 

4.48 

- 4-03 

. 4.84 

. 4.27  . 5.09 

Albany 

5-74 

4-  *3 

3.67 

3.61* 

. 5.62 

• 5.22 

. 5.70  . 4.7O 

New  Jersey 

6.3O  . 

0.13 

5.88 

5.83 

5.88 

- 5-64 

. 5.41 

. 5.41  - 5 06 

Pennsylvania  

6.07  . 

6.27 

5 35 

4.78 

5-i7 

. 5.24 

- 5-05 

- 5-27  - 5-47 

Philadelphia 

5.29. 

5.10 

4.67 

4-39 

4.ai 

- 4-59 

- 4-63  • 4-7» 

Pittsburgh 

S.SO  . 

5-17 

5-13 

4-97 

4.84 

. 4.86 

. 4.42  . 5.51 

Delaware 

5.4O  . 

4.78 

5- 30 

4.50 

4-63 

. 4.4O 

. 4.86 

. 4.91  . 4.70 

Maryland 

6.43  * 

6.46 

5.87 

5-3° 

4-83 

- 4-54 

5.50 

• 4-93  • 5-65 

Baltimore  

5-9*  - 

6.41 

5.80 

5-27 

4.90 

. 5.4O 

* 5-56 

- 4-3°  - 5- 

Dist.  of  Columbia.. 

— 

. 

- 4 »5 

. 5.81  . 5.92 

Washington 

4.78  . 

5- 18 

4- 35 

5.22 

7.64 

- 3-°4 

- 5.26 

. 6. 16  . 6.36 

Virginia 

6.45  . 

6.82 

6-39 

6.81 

6.62 

- 5-30 

■ 5-97 

. 6.91  . 6.41 

West  Virginia 

6.47 . 

5.86 

5.66 

5*33 

3-52 

- 5-76 

- 5-9i 

. 5.44. 5.16 

North  Carolina 

IO.O4  . 

»-93 

5.46 

5-91 

6.17 

- 7-27 

. 5.72 

. 6.52 . 6.69 
. 6.08  . 5.62 

South  Carolina 

7.76. 

9.82 

8.75 

7-47 

5-93 

. 6.72 

- S746 

Georgia 

759  - 

7.91 

8.20 

6. 70 

5-83 

- 5-95 

. 6.70 

. 6.64  . 7.88 

Alabama  

1.69 

— 

n.35 

5.70 

- 4-34 

• 9-39 

. 5.23 . 8.61 

New  Orleans 

7.14. 

7-°5 

8.61 

7.48 

3-27 

- 6.31 

- 6.93 

. 6.32. 4.24 

Texas 

6.41  . 

6.87 

16.49 

6.81 

6.42 

. 9.11 

.12.11 

.10.75  .11.16 

Arkansas 

— 

— 

— 

— 

— 

. — 

. 0.27 

. 4.34-  2.89 

Kentucky  

6.58 

6.86 

6.93 

6. 1 1 

5.41 

. 4.80 

- 5-67 

. 5.82  . 5.74 

Louisville  

5.27 . 

6.56 

4-30 

4-53 

5-69 

. 5.52 

. 5.22 

- 5-84-  5-34 

Tennessee 

8.17. 

9.50 

7*15 

8.34 

7.14 

- 7-79 

• 5*79 

. 6.49  . 6.45 
- 5-94  - 5.68 
. 5.80  . 6.01 

Ohio 

6.78. 

6.43 

5.46 

6.03 

5.87 

. 6.12 

. 6. 

Cincinnati 

7.91  . 

6.30 

4.80 

6.67 

4-39 

* 4-84 

- 5-35 

Cleveland 

5-  - 

6.85 

3-88 

3.08 

4- 

- 5-70 

- 5-27 

. 6.65 . 5.52 

Indiana  

6.50 . 

6.42 

5-94 

6.30 

5-43 

- 5.40 

- 5-25 

. 4.67  . 5.88 

Illinois 

7.98. 

7.90 

6.70 

6.77 

6.65 

. 6.07 

- &50 

. 6.74  . 6.66 

Chicago 

8.25  . 

5'64 

5-  33 

7.46 

6.90 

— 

. 6.79 

8.35 . 7.96 

Michigan 

8.  . 

7.88 

6.89 

7.06 

6.26 

. 6.57 

- 7*15 

. 6.65 . 6.73 

Detroit 

6.27  . 

6.80 

585 

6.09 

6.58 

. 6.90 

. 6.66 

. 6.25  . 6.81 

Wisconsin 

7-75  - 

8.I3 

6.91 

9.01 

5.27 

. 6.67 

- 5-49 

6.83  . 6.76 

Milwaukee 

y.ki  . 

3-97 

5-39 

6.65 

6.28 

. 4 89 

• I3*<H 

- 6.32  - 7-43 

Iowa 

8.96 . 

7.80 

5.66 

6.31 

5-53 

- 5-90 

.11.80 

. 6.43  .6.19 

Minnesota 

7.68  . 

8. 

6.15 

8.53 

7- 15 

. 7.08 

. 7.28 

. 7.67  . 6.l6 

Missouri  

8.58. 

9-73 

9-39 

8.62 

6.96 

. 7-98 

.10.16 

. 8.6l  . 8.95 

St.  Louis 

Kansas 

nr 

4-71 

9.08 

£08 

2.87 

10.85 

4-38 

10.18 

. 4.08 
- 9-03 

:tU 

• 2-87  • S-5* 

. 8.49  . 8.01 

Leavenworth 

n.57  - 

8.06 

18.50 

7-44 

6.76 

■ 6.74 

. — 

. — . — 

Nebraska 

n.47  - 

7-79 

5.89 

^•74 

3-64 

. 6.48 

• 7-54 

. 10.67  . 8.47 

Oregon  

California  

.14.42  - 

9.80 

13.90 

7.67 

*•■93 

.15.19 

.20.91 

-17-45  *13-39 

— . 

— 

— 

— 

— 

. — 

. — 

• 7-75  - 4-82 

San  Francisco 

— . 

— 

— 

— 

2. 1 1 

* 5-67 

- 5-5° 

. 0.92  . 6.75 

New  Mexico 

— . 

— 

— 

— 

4*99 

2.80 

- 7-73 

- 9 55 

. 8.68  . 7.78 

Colorado 

— . 

8.30 

1.47 

0.09 

• 639 

. 4.66 

.14.47  -1 1. 14 

Utah 

— . 

— 

1.42 

1.44 

5-55 

.47.82 

. 1.54 

. 2.17  .10.72 

Idaho  

n.54. 

16.03 

I3-92 

,6*45 

*3-9* 

.15.21 

.23.62 

.16.81  . 9.53 

Montana 

— . 

— 

— 

2.78 

18.92 

.16.74 

- 7.56 

.13.51  .11.74 

Nevada  

3-47- 

— 

— 

— • 

— - 

. 

Dacotah 

— 

— 

— 

— 

. — 

- — 

. • — . 2.02 

Average  earnings  - . 

6.04  . 

5-77 

5.19 

5.21 

5.02  . 

5.  . 5.36  . 5.41  . 5.46 
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THE  RELATION  OF  BANKS  TO  SPECULATORS. 

By  Albert  S.  Bolles. 

Speculation  in  wealth  is  not  the  production  of  wealth.  Because 
that  which  I have  bought  has  risen  in  price  since  its  purchase,  it 
does  not  follow  that  the  nation  is  any  richer  thereby.  The  prop- 
erty, *be  it  shares  Of  stock  or  bushels  of  wheat,  existed  in  its  pres- 
ent state  before  it  was  bought.  I have  produced  nothing,  nor 
have  I done  any  labor  to  enhance  its  value.  He  who  adds  his 
labor  to  a value  already  existing  is  in  so  much  a producer.  But 
the  speculator  adds  nothing,  save  tricks  and  arts  which  are  worse 
than  valueless,  being  contrary  to  sound  principles  of  political 
economy  as  well  as  of  morality.  Speculation  is,  therefore,  to  be 
condemned,  because  non-productive. 

Adding  nothing  to  the  wealth  of  society,  the  speculator  is  the 
foe  both  of  the  poor  and  of  the  rich.  The  capital  of  the  world 
is  limited,  and  its  aggregate  is  needed  for  the  transactions  of  com- 
merce, the  promotion  of  manufactures,  the  development  of  agri- 
culture, and  for  the  extension  of  the  highways  of  transportation, 
and  of  the  manifold  facilities  demanded  by  the  progress  of  our 
day.  Diverted  from  its  legitimate  use  by  the  requirements  of  the 
speculator,  the  enhanced  cost  of  capital  arising  from  this  demand 
must  be  added  to  the  prices  of  all  goods  and  commodities,  and 
this  cost  falls  upon  the  rich  and  the  poor  alike. 

But  the  loss  thus  inflicted  forms  only  a small  part  of  the  evil 
effects  of  speculation.  The  disturbance  of  values  is  another  and 
a heavy  one.  Fluctuation  and  uncertainty  increase  the  risks  of 
the  merchant,  and  these  also  must  be  provided  for  by  a larger 
margin  of  profits.  . Furthermore,  the  uncertainties  of  business  add 
to  its  labors  and  cares  that  vexation  of  spirit  which  is  the  most 
harassing  of  them  all.  The  speculator,  instead  of  being  a honey- 
producing  bee,  is  but  an  idle  drone  or  a stinging  wasp. 

Yet  still  deeper  goes  the  evil  of  speculation  in  its  cankerous 
effect  upon  the  moral  health  of  a people.  ’The  spirit  of  gambling 
and  the  haste  to  be  rich,  spreading  as  a contagion,  are  fatal  to  • 
those  habits  of  honesty,  diligence  and  economy,  which  form  the 
basis  of  all  true  prosperity.  The  feverish  unrest,  the  extravagance 
°f  living  and  the  emulation  of  display  prevalent  in  our  day,  show 
their  natural  results  in  defalcations,  suicides  and  wretchedness,  and 
bode  ill  indeed  for  the  future  of  the  nation  when  they  are  so 
rife. 

We  believe  the  rule  of  pure  morality  requires  that  only  a rea- 
sonable profit  be  sought  upon  any  kind  of  product.  What  such 
a profit  is  depends  upon  circumstances.  If  a business  involves  a 
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tremendous  risk,  a reasonable  charge  is  greater  than  in  a business 
unaccompanied  with  risk.  Thus  the  fruit-dealer  is  justified  in 
charging  more  for  his  fruit  which  is  perishable,  than  a wheat- 
dealer  for  wheat  which  will  keep.  When  the  Atlantic  cable  was 
laid  and  put  in  successful  working,  the  company  was  justified  in 
charging  more  on  account  of  the  greater  risk,  and  to  get  back 
the  money  sunk  in  previous  unsuccessful  attempts.  But  advant- 
ages are  not  to  be  taken  of  the  scarcity  of  the  market  to  force 
up  prices,  much  less  to  make  the  market  scarce  by  buying  all  the 
goods  of  a particular  kind  that  are.  likely  to  be  in  demand.. 
When  prices  are  sought  to  be  influenced  by  any  unfair  jneans, 
there  is  no  excuse  for  loaning  money  to  help  on  the  movement. 
Every  one  knows  that  railroad  stocks  are  worth,  generally  speak- 
ing, quite  as  much  one  day  as  another;  yet  their  prices  are 
always  fluctuating,  and  a great  many  buy,  hoping  to . gain  by 
these  changes.  They  are  caused,  generally,  by  unfair  means,  by 
the  meanest  stories  and  canards.  It  is  an  immoral  business  to 
purchase  stocks  for  speculative  purposes,  or  to  loan  money  to 
those  who  wish  to  do  so.  Banks  have  no  right  to  help  specu- 
lators of  any  kind. 

It  may  be  asked,  what  business  has  a bank  to  inquire  of  its 
customer  what  he  proposes  to  do  with  his  loan  ? It  is  sometimes 
the  duty  of  a bank  to  ‘make  such  inquiry.  Should  a banker  sus- 
pect that  an  applicant  wanted  a loan  of  a thousand  dollars  in  ten 
one-hundred-dollar  bills  for  the  purpose  of  counterfeiting  them,  he 
would  not  have  the  right  to  make,  nor  would  he  make  such  a 
loan.  Neither  is  it  right  for  a bank  to  make  a loan  which  is  to 
be  used 'in  payment  for  real  estate. 

Formerly,  it  was  the  custom  of  banks  to  assist  only  those  who 
were  engaged  in  productive  occupations — merchants,  manufactur- 
ers, and  the  like.  We  admit  this  custom  has  been  thrown  away 
and  another  adopted,  namely,  that  he  who  pays  best  shall  be 
first  accommodated,  without  considering  or  caring  to  what  use  the 
money  shall  be  applied.  Instead  of  telling  the  borrower  that  he 
must  engage  in  some  productive  business  if  he  wishes  to  have 
assistance  from  the  bank,  the  only  thing  apparently  thought  of  is 
the  rate  of  interest  and  the  security.  If  the  most  unprincipled 
speculator  in  Wall  Street  pays  a good  rate  of  interest,  and  fur- 
nishes good  security,  the  bank  makes  no  further  inquiry. 

Bankirtg  capital  is  designed  to  aid  men  in  business,  to  facilitate 
exchanges,  .in  paying  for  labor,  goods,  and  the  like,  and  not  in 
erecting  buildings,  paying  for  real  estate,  or  helping  speculators. 
Fixed  capital  should  come  from  individuals  and  savings  institu- 
tions, not  from  banks  of  discount;  hence,  every  application  to  a 
bank  of  discount  for  a loan  for  either  of  these  latter  purposes 
should  be  at  once  declined. 

Besides,  a National  bank  has  no  right,  according  to  law,  to  do 
this.  It  is  wrong  not  only  in  an  economic  and  moral  point  of 
view,  but  it  is  contrary  to  the  spirit  and  intent  of  the  National 
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bank  act,  under  which  most  of  our  banks  live  and  do  business. 
A government  official*  has  rightly  said  that  “ a charter  to  carry 
on  the  business  of  banking  does  not  give  power  to  buy  or  sell 
real  estate,  to  ship  goods  to  a foreign  port,  or  to  engage  in  or  pro- 
mote any  speculative  operation.” 

It  cannot  be  denied  that  our  banks,  especially  in  the  larger 
cities,  assist  speculators  to  an  enormous  extent.f  Thus  we  find  in 
the  United  States  Comptroller’s  report  for  1868,  that  “the  bank 
statements  of  New  York,  taken  separately,”  show  the  loans  of 
the  banks  in  that  State  to  have  been  substantially  as  follows: 


Commercial  or  business  paper $90,000,000 

Demand  loans 68,500,000 

Accommodation  loans 3,500,000 

Suspended  loans 1,500,000 


Total $163,500,000 


Nine-sixteenths  of  these  loans  are  legitimate  business  paper; 
w the  amount  loaned  on  call  for  commercial  purposes  is  not 
stated,  but  reliable  information  leads  to  the  belief  that  it  is  very 
small.”  Merchants  cannot  use  to  advantage  money  payable  on 
call,  as  the  goods  which  they  buy  with  it  cannot  be  instantly 
converted  into  cash.  But  stock  and  gold  speculators  can  almost 
always  realize  on  these  forms  of  property  very  quickly,  so  that 
they  are  able  to  use  money  payable  on  call  with  profit.  Hence 
the  United  States  Comptroller  has  drawn  the  inference,  “that 
nearly  one-half  of  the  available  resources  of  the  National  banks  in 
the  City  of  New  York  are  used  in  the  operations  of  the  stock 
and  gold  exchange.” 

“In  addition  to  this  direct  loan  of  $70  ,000,000,  they  furnish 
facilities  by  means  of  certified  checks  to  the  same  class  of  opera- 
tors, ranging  from  $110,000,000  to  $120,000,000  daily  (on  the 
5th  of  October  the  amount  was  $112,800,000).  Taking  the  dali 
loans  and  the  certified  checks  together,  the  somewhat  startling 
feet  is  developed,  that  the  New  York  National  banks  furnish 
$70,000,000  of  capital  and  $112,000,000  of  credit  for  speculation*, 
or  one  hundred  and  eighty-two  million  of  dollars.”  We  have  no 
later  returns  from  which  we  can  correctly  ascertain  the  amount 
loaned  by  the  banks  to  the  speculators,  so  we  must  content  our- 
selves with  these.  But  we  have  no  reason  to  suppose  that  the 
banks  have  been  less  indulgent  to  the . speculators  since  this  report 
*as  made. 

The  loaning  of  bank  funds  to  speculators  is  not  an  evil  of  re- 
cent date. 

Perhaps  the  most  noted  example  of  reckless  loaning  in  this 
country  was  by  the  Second  United  States  Bank  chartered  by 

* United  States  Comptroller  of  the  Currency,  report  of  1869. 

t The  onlv  notable  refusal  of  banks  to  loan  speculators  is  that  of  the  Western  banks  to  the 
ftain  speculators  in  the  summer  of  1870. — The  Nation , vol.  10,  p.  4*6. 
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Congress  in  1816.  Its  capital  was  $ 35,000,000.  The  operations 
of  the  bank  having  become  very  corrupt,  in  1841  a committee 
was  appointed  by  Congress  to  examine  into  its  affairs.  And  what 
did  they  find?  On  the  21st  of  December,  1840,  loans  were 
made  to  several  incorporated  companies  amounting  to  $1,211,163,, 
including  one  of  $502,222  to  the  Wilmington  Railroad.  ‘Dis- 
counts to  the  amount  of  $ 740,056  had  been  made  with  at  least 
six  months  to  run ; and  the  balance  was  loaned  payable  in  one 
year.  Nine  companies  had  discounts  of  over  $ 100,000  each.  A 
great  deal  of  suspended  indebtedness  was  discovered.  Fifty-two 
individual  firms  and  companies  were  severally  charged  with  more 
than  $ 20,000 ; twenty-nine  had  debts  exceeding  $ 50,000  eachr 
and  nine  having  each  a debt  of  $ 100,000.  Six  concerns  were 
charged  with  $ 2,314,000.  One  firm  in  Philadelphia,  between 
August,  1835,  and  November,  1837,  received  accommodation  to 
the  extent  of  $4,213,878,  more  than  half  of  which  was  obtained 
in  the  year  1837.  Mr.  Samuel  Jaudon,  when  he  resigned  as 
cashier  of  the  bank,  upon  being  appointed  as  its  foreign  agent, 
was  a debtor  to  the  extent  of  $ 408,389,  and  the  ingenious  reason 
given  by  the  directors  for  giving  him  an  enormous  salary  as 
cashier,  was  on  account  of  his  heavy  indebtedness  to  the  bank. 
A former  cashier  was  charged  with  $ 104,000.  At  the  same 
time,  the  first  assistant  cashier  was  indebted  to  the  bank  in  the 
sum  of  $115,000,  which  was  finally  increased  to  $326,382.  He 
then  graduated  as  assistant  and  was  made  cashier  of  the  institu- 
tion. If  any  one  would  like  to  know  what  the  two  last-named 
officers  did  with  their  funds,  it  may,  be  answered  that  they  in- 
vested them  in  the  Camden  and  Woodbury,  Wilmington,  and 
Grand  Gulf  Railroads,  and  in  the  Dauphin  and  Lycoming  coal 
lands.  When  the  stocks  of  these  various  companies  were  given 
up  as  worthless,  they  were  transferred  to  the  bank  in  satisfaction 
of  the  indebtedness  of  their  holders.  In  1836  the  amount  loaned 
upon  the  pledge  of  “ fancy  stocks  ” was  nearly  $ 20,400,000.  The 
sjune  year  an  advance  was  made  to  A.  G.  Jaudon  to  enable  him 
to  purchase  cotton  which  was  remitted  to  Baring,  Brothers  & 
Co.,  of  Liverpool.  “ The  derangement  of  the  currency,”  said  Mr. 
Biddle,  when  explaining  the  effect  of  this  purchase  to  Mr. 
Adams,  “placed  the  staples  of  the  South  entirely  at  the  mercy  of 
the  foreign  purchaser,  who  could  have  dictated  the  terms  of  sale 
to  the  prostrated  planter.  It  was  thought  proper  to  avert  the  evil 
by  employing  a large  portion  of  the  capital  of  the  bank  in  mak- 
ing advances  on  southern  produce.” 

Why  have  banks  assisted  speculators  so  much  ? First. — As 
deposits  are  generally  made  payable  on  call,  banks  have  believed 
it  to  be  a wise  policy  to  loan  large  portions  in  this  manner; 
for,  if  they  are  asked  to  pay  heavy  sums,  they  can  easily  be  ob- 
tained. If  loans  were  made  to  brokers  with  stocks  and  gold  as 
collateral,  the  loans  were  safe,  and  they  could  be  repaid  at  a 
moment’s  notice.  The  banks  never  dreamed  that  if  a great  many 
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wanted  to  realize  quickly,  no  one  could;  and,  consequently,  that 
such  loans  were  not  more  likely  to  be  paid  than  others. 

Secondly. — By  making  call  loans,  a greater  portion  of  deposits 
can  be  loaned.  The  banks  do  not  dare  to  loan  all  their  funds 
upon  time,  because  these  institutions  are  liable  to  heavy  demands 
at  any  moment.  In  making  call  loans,  however,  they  can  dis- 
count more  heavily  as  they  can  call  in  such  loans  whenever  they 
desire.  By  this  policy  dividends  are  increased. 

Thirdly. — Speculators  have  offered  higher  rates  for  money.  It 
is  humiliating  to  us  as  a nation,  that  speculators  have  for  years 
been  able  to  outbid  legitimate  and  healthy  business  for  money. 
Yet,  having  offered  rates  of  interest  which  merchants  could  not 
afford  to  pay,  speculators  have  been  accommodated  and  mer- 
chants left  without  help. 

Fourthly. — Another  reason  impelling  banks  to  make  call  loans 
was  that,  as  they  had  encouraged  deposits  by  offering  interest  at 
three  to  five  per  cent,  on  them,  it  became  necessary  to  loan  these 
deposits  to  avoid  loss.  The  only  chance  to  make  anything  was 
to  loan  immediately  and  at  higher  rates  than  those  paid  to 
depositors.  They  had,  it  is  true,  the  precedent  of  banks  abroad 
for  offering  interest  on  deposits,  though  few  of  them  offer  so  much 
as  do  our  own.  The  banks  have  thus  diverted  a large  portion  of 
their  resources  to  speculative  purposes.*  Not  all  the  banks  have 
been  guilty  of  this.  The  offenders  are  principally  in  New  York 

City,  and  even  there  many  honorable  exceptions  may  be  found. 

We  have  given  some  of  the  reasons  for  condemning  speculation. 
We  have  seen  that  banks  greatly  assist  speculators  by  loaning  them 
funds  to  carry  on  their  operations.  The  question  arises,  how  can 
banks  be  prevented  from  rendering  this  assistance? 

Prohibit,  by  law,  the  payment  of  interest  on  deposits.  The 

custom  of  paying  interest  on  deposits  has  found  many  defenders 
and  opponents.  It  unquestionably  tends  to  increase  deposits,  but 
the  evils  arising  from  the  improper  use  of  them,  if  interest  be 
paid,  far  outweighs  the  benefits  of  resorting  to  this  method  of 
encouraging  an  increase.  This  remark  has  no  application  to  the 
payment  of  interest  upon  special  deposits — that  is,  those  made 

for  a specified  time,  but  only  to  those  made  daily  and  in  the 

usual  course  of  business.  To  pay  interest  on  these — especially 
to  pay  high  rates — we  believe  to  be  contrary  to  sound  banking. 
After  the  terrible  crisis  of  1857,  the  Clearing-House  Association  of 
the  New  York  City  banks  appointed  a committee  to  investigate 
into  this  subject.  At  that  time  all  except  six  out  of  forty-six 
banks  composing  the  association  united  in  an  agreement  not  to 
pay  interest  on  deposits.  This  fact  was  stated  by  the  committee 
in  their  report.  The  subject  was  considered  by  them  with  marked 
ability,  and  the  conclusions  at  which  they  arrived  were  summed 

* It  is  a thing  of  common  occurrence  for  merchants,  manufacturers,  and  others  who 
•oeaounce  the  action  of  banks  in  loaning  to  speculators,  to  loan  their  own  deposits  to  such 
“oks,  in  order  to  get  interest  upon  them.  Thus  their  greed  for  gain  leads  men  to  feed  the 
*P«cnlator5  whom  they  denounce. 
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up  near  the  close  of  their  report.  The  practice  of  paying  inter- 
est upon  deposits  they  declared  was 

1.  Inherently  unsound. 

2.  That  it  tends  to  weaken  the  legitimate  commerce  of  the 
country,  and  to  disturb  the  regularity  of  the  business  of  the  city. 

3.  That  no  bank  can  safely  and  profitably  practice  it. 

4.  That  it  tends  to  interfere  with  the  efficiency  and  stability  of 
our  banks,  and  with  the  harmony  of  their  intercourse  with  each 
other. 

5.  That  its  discontinuance  will  not  divert  any  substantial  depos- 
its from  this  city. 

6.  That  the  reasons  for  its  discontinuance  are  daily  increasing. 

7.  That  it  has,  under  like  conditions,  no  fair  precedent  in  older 
countries. 

8.  That,  as  it  exists  here,  it  has  been  unjustly  applied. 

After  sixteen  years  more  of  experience  in  banking,  the  same 
Clearing-House  Association  appointed  another  committee  to  con- 
sider “ What  reforms  are  required  in  the  operations  of  banks  with 
each  other  and  the  public  to  increase  the  security  of  their  busi- 
ness; and,  first  and  most  prominent,  they  recommend  that  the 
banks  entirely  discontinue  the  payment  of  interest  upon  deposits, 
whether  directly  or  indirectly.” 

. With  this  accumulated  experience  before  us,  the  National  Gov- 
ernment ought  not  to  hesitate  in  enacting  a law  forbidding  the 
payment  of  interest  upon  deposits.  The  fact  that  a different  cus- 
tom prevails  abroad  is  of  no  force  here,  because  our  monetary 
system  is  so  unlike  any  other.  Besides,  the  Bank  of  England,  the 
largest  in  the  world,  has  never  paid  interest  on  deposits.  Let 
such  a law  be  passed  and  banking  will  become  a sounder  busi- 
ness, while  the  country  at  large  will  be  greatly  benefited  by  the 
severe  checks  which  speculation  must  receive. 


Fraudulent  National  Bank  Notes. — A number  of  altered,  stolen  and 
clipped  notes  have  already  been  found  among  those  sent  for  redemption  to 
the  Treasury  Department  under  the  new  law.  Among  them  were  some  of 
those  stolen  three  years  since  from  the  Osage  National  Bank,  at  Osage,  Iowa, 
which  was  entered  and  its  vaults  robbed  of  two  hundred  and  fifty  sheets  of 
unsigned  five*dollar  notes  of  that  bank,  representing  five  thousand  dollars.  To 
those  received,  the  signature  of  the  President  ana  Cashier  of  the  bank  had 
been  forged.  The  Government  is  not  responsible  for  these  notes,  and  they 
were  rejected.  Large  numbers  of  notes  have  also  been  received  which  had 
been  “striped,”  by  cutting  five  notes  in  different  places,  and  pasting  the 
pieces  together  so  that  six  notes  were  produced,  each  being  snaller  than  the 
genuine. 
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SOME  MINOR  QUESTIONS. 

By  Eugene  R.  Leland. 

• 

Id  the  absence  of  fuller  means  Qf  information  men  are  judged 
by  unconsidered  trifles.  Trifles  to  which  they  perhaps  have  never 
given  a thought,  but  upon  which,  when  betraying  ignorance  or 
carelessness,  unfavorable  prejudices  are  often  grounded.  For  this 
reason,  if  for  no  other,  correct  habits  cannot  be  too  carefully  cul- 
tivated, even  in  the  minor  details  of  business.  Particularly  is  this 
the  case  in  banking,  which  is  so  largely  a business  of  detail,  and 
in  which  exact  methods  are  of  much  importance. 

To  a large  part  of  the  readers  of  this  Magazine  the  remarks 
which  follow  would,  if  addressed  to  them,  be  superfluous  if  not  im- 
pertinent, and  such  may  think  that  encroachment  is  made  upon 
ground  which  properly  belongs  to  common-place  books  on  Man- 
ners or  Complete  Letter  Writers;  but  no  violation  of  good  taste 
nor  any  continuance  in  faulty  practices  is  too  insignificant  to  be 
noticed,  and  when  noticed  to  be  avoided.  Of  some  of  these  it  is 
here  purposed  to  speak  for  the  benefit  of  those — and  they  are 
considerable  in  number — whose  attention  may,  with  profit,  be  thus 
directed. 

First,  as  to 

Bank  Correspondence. 

Promptness  and  precision  cannot  be  too  strongly  insisted  upon, 
but  these,  although  not  always  practised,  are  of  such  acknowl- 
edged importance  that  it  is  not  worth  while  to  dwell  upon  them. 
But  there  are  many  instances  of  what  may  not  improperly  be 
called  a lack  of  common  politeness.  Brevity  is  a good  thing  of 
itself  and  the  necessity  for  it  is  often  imperative  as  saving  the 
time  of  both  writer  and  reader ; yet  it  may  be  carried  too  far. 

For  example,  to  return  a writer’s  letter  with  a scrawl  at  the  bot- 
tom, as  a reply,  is  not  courteous.  When,  as  is  often  the  case,  the 
letter  covered  a collection  with  a request  for  transmission  of  pro- 
ceeds to  a third  party  (which  letter  should  have  been  filed),  and 
the  scrawl  is  an  advice  that  this  has  been  done  (of  which  a copy 
should  have  been  retained),  it  is  an  evidence  not  of  bad  manners 
alone,  but  of  careless  and  slovenly  business  habits  that  will  not 
be  without  its  influence  upon  the  opinion  of  those  who  are  them- 
selves more  careful.  Of  the  same  nature  are  certain  abbreviations. 
Abbreviation  is  well  enough,  when  discreetly  used,  but  to  write 
“ Gents  ” for  “ Gentlemen  ” is  a piece  of  vulgar  cockneyism  that 
no  press  of  business,  no  desire  for  economy  of  time  or  of  ink, 
vrill  excuse. 
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As  an  error  of  similar  nature,  though  in  the  opposite  extreme, 
may  be  mentioned  the  indiscriminate  use  of  the  word  “favor”  in 
acknowledging  the  letters  of  correspondents.  It  is  a use  of  the  word 
which  probably  had  its  rise  among  European  bankers  and  mer- 
chants, at  a time  when  their  patrons  generally  occupied  a rank  and 
position  so  far  above  them  as  to  warrant  any  degree  of  obsequious- 
ness that  they  were  inclined  to  practice,  but  which  hardly  finds 
proper  place  in  the  present  relations  of  equality  which  exist  between 
the  banker  and  his  dealers  and  correspondents.  It  is  entirely  proper, 
nor  should  it  be  deemed  discourteous,  to  call  a letter  a letter.  There 
is,  of  course,  a class  of  epistles  that  may  rightly  enough  be  acknowl- 
edged as  favors,  and  it  is  not  to  such  cases  that  objection  is  made. 
But  when  this  indiscriminate  use  is  sometimes  carried  so  far  as  for 
a writer  to  speak  of  one  of  his  own  former  letters  as  “ my  favor  of 
the  — inst.,”  it  would  seem  to  be  not  entirely  superfluous  to  call 
attention  to  the  fact  that  “ favor  ” is  not  a synonym  for  “ letter.” 

It  is  probably  useless  to  say  a word  against  the  practice  of 
tacking  the  title,  “ Esquire,”  to  every  man’s  name.  It  is  a custom 
which  has  become  so  universal  that  any  objection  made  to  it  would 
probably  be  regarded  as  the  finical  nicety  of  a purist ; still  it  is 
refreshing  to  meet  with  a letter-writer,  who  is  content  to  address  a 
gentleman  as  plain  “ Mr.”  when  he  is  such,  or  to  simply  use  an 
official  title  when  there  is  one.  So,  too,  of  the  almost  invariable 
“Dear  Sir:”  which  smacks  rather  of  familiarity  than  of  respect. 

A few  words  concerning 

Bank  Drafts. 

. There  are  few  bank  clerks  who  would  not  resent  an  intimation 
that  they  were  ignorant  as  to  the  correct  use  of  capitals,  and  who 
would  not  smile  at  a writer  who  should  use  them  for  his  adjec- 
tives and  substantives  in  the  middle  of  a sentence;  yet  precisely 
this  blunder  is  made  by  many  of  them.  It  has  become  an  usage, 
for  which  it  would  be  difficult  to  give  any  good  reason,  to  employ 
a capital  letter  in  writing  the  first  numeral  adjective  of  a sum  of 
money,  but  this  is  the  limit.  To  fill  up  a draft : “ Pay  to  the  Order 
of  John  Jones  Five  Hundred  and  Seventy-Five  Dollars,”  is  to 
make  a not  uncommon  mistake,  to  which  it  should  only  be  nec- 
essary to  call  attention  to  have  its  repetition  avoided. 

Involving  something  worse  than  false  orthography  is  the  prac- 
tice of  drawing  drafts  payable  “ one  day  after  date  without  grace,” 
which  seems  to  be  gaining  ground  somewhat.  If  there  be  men — 
and  it.  seems  there  are — who  are  ready  thus  to  advertise  their 
willingness  to  evade  laws  by  resorting  to  such  shabby  devices  for 
the  sake  of  paltry  savings,  there  is  no  way  to  prevent  them  from 
doing  so,  but,  as  has  already  been  said  in  these  pages,  “no 
respectable  banker  should  stoop  to  so  pitiful  an  evasion,  and  he 
should  decline  to  receive  such  drafts  unless  on  the  special  guar- 
anty of  a responsible  customer.  They  are  not  safe  otherwise.” 
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Deserving  of  equal  condemnation  is  the  practice  on  the  part  of 
some  Weston  and  Southern  merchants,  who  make  their  paper  pay- 
able “in  exchange  on  New  York.”  The  object  sought  is,  of 
coipse,  to  deprive  the  collecting  bank  of  the  small  compensation 
which  the  premium  on  the  exchange  affords  for  the  trouble  of 
collecting  and  remitting.  It  not  only  accomplishes  this,  but  often 
subjects  the  bank  to  the  unpleasant  alternative  of  declining  the 
proffered  drafts  of  a neighbor  or  accepting  them  with  a sense  of 
insecurity  in  so  doing.  It  is  true  that  partly  to  avoid  these  ob- 
jections the  paper  may  be  sent  directly  to  the  bank  where  it  is 
made  payable,  and  this  is  often  done.  It  amounts  to  the  maker  of 
the  paper  seeking  to  direct  where  it  shall  be  sent  for  collection, 
a sort  of  dictation  that  should  hot  be  submitted  to.  It  is, 
moreover,  unsafe  paper,  and  should  invariably  be  declined  when 
offered  for  discount.  Exchange  is  a commodity,  and  as  the  note 
or  draft  which  is  made  payable  therein  is  not  negotiable,  its  re- 
ceipt is  attended  with  all  the  risks  that  pertain  to  non-negotiable 
paper. 

It  is  probable  that  this  reprehensible  practice  is  sometimes 
countenanced,  perhaps  suggested,  by  bankers  themselves,  when  they 
expect  to  be  the  party  benefited  thereby;  but  it  is  a sort  of 

boomerang  that  will  often  miss  the  mark  and  come  home  with 
force  enough  to  do  mischief.  Bankers,  more  than  all  others,  are 
interested  in  the  establishment  of  correct  business  ideas  and 

methods,  and  he  will  best  serve  his  own  interests  who  does  all  in 
his  power’  to  foster  them  and  to  maintain  high  standards  of  com- 
mercial courtesy  and  integrity — who  will  take  for  his  own  the 
motto  of  Lord  Bacon  : “ I hold  every  man  a debtor  to  his  pro- 
fession, from  the  which  as  men  of  course  do  seek  to  receive 

countenance  and  profit,  so  ought  they  of  duty  to  endeavor  them- 
selves by  way  of  amends  to  be  a help  and  ornament  thereunto.” 


Pittsburgh. — The  working  of  the  new  Currency  law,  in  its  results  as  to  the 
National  banks  of  that  city,  is  thus  figured  out  by  the  Pittsburgh  Commercial 
in  analyzing  their  statements  of  June  26th  : 

There  is  now  held  in  the  hands  of  redemption  agents  as  reserve  $ 2,368,971 ; 
the  new  law  requires  but  $ 1,533,863,  which,  with  the  five  per  cent,  in  hands 
of  the  Department — $ 328,61 8—gives  $1,862,481.  Deducting  this  from  the 
amount  now  held  by  the  agents  of  the  banks  we  have  $506,490  released  from 
enforced  idleness  and  put  into  active  circulation.  The  two  sums  thus  released 
give  a total  of  $ 2,243,260  of  legal  tenders  added  to  the  available  assets  of  the 
hanks,  and  form  a basis  for  loans  of  four  times  that  amount,  or  $8,973,040. 
It  will  thus  be  seen  that  the  National  banks  of  Pittsburgh  alone  can  increase 
their  loans  from  sixteen  millions  to  twenty-five  millions  of  dollars  if  they  see 
fit  to  do  so. 
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LIENS  UPON  NATIONAL  BANK  SHARES, 

A National  Bank  cannot  acquire  a Lien  upon  the  Shares 
of  its  Stockholders. 

/. — John  R.  Bullard , Trustee , Plaintiff  in  Error , v. 

The  National  Eagle  Bank . 

Supreme  Court  of  the  United  States,  October  Term,  1873. 

Justice  Strong  delivered  the  opinion  of  the  court. 

The  first  question  upon  which  the  judges  of  the  Circuit  Court 
divided  in  opinion  is,  “whether  a National  bank  organized  under 
and  controlled  by  the  act  of  1864  can  acquire  a valid  lien  upon 
the  shares  of  its  stockholders  by  the  articles  of  association,  or 
by-laws  proved  in  the  case?”  Those  articles  were  formed  on 
the  29th  day  of  March,  1865,  and  they  contain  the  provision 
that  the  directors  of  the  association  shall  u have  the  power  to 
make  all  by-laws  that  it  may  be  proper  and  convenient  for  them 
to  make  under  said  act,  for  the  general  regulation  of  the  business 
of  the  association,  and  the  entire  management  and  administration 
of  its  affairs;  which  by-laws  may  prohibit,  if  the  directors  so 
determine,  the  transfer  of  stock  owned  by  any  stockholder  who 
may  be  liable  to  the  association,  either  as  principal  debtor  or 
otherwise,  without  the  consent  of  the  board.”  Subsequently,  on 
the  22d  of  November,  1871,  at  a meeting  of  the  directors,  the 
following  by  law  was  adopted:  “In  pursuance  of  one  of  the  arti- 
cles of  association,  and  to  carry  the  same  into  effect,  and  in 
the  exercise  of  an  authority  conferred  by  an  act,  under  which  the 
bank  was  organized,  to  define  and  regulate  the  manner  in  which 
its  stock  may  be  transferred,  it  is  hereby  declared:  All  debts 
actually  due  and  payable  to  the  bank  (days  of  grace  for  pay- 
ment being  passed)  by  a stockholder,  as  principal  debtor  or 

otherwise,  requesting  a transfer,  must  be  satisfied  before  such 
transfer  shall  be  made,  unless  the  board  of  directors  shall  direct 
to  the  contrary.”  And  on  the  7th  of  December,  1871,  this  by- 
law was  amended  by  adding  the  words,  “and  no  person  indebted 
to  the  bank  shall  be  allowed  to  sell  or  transfer  his  or  her  stock 

without  the  consent  of  a majority  of  the  directors,  and  this 

whether  liable  as  principal  or  surety,  and  whether  the  debt  or 
liability  be  due  or  not.” 

The  extent  of  the  powers  of  National  banking  associations  is  to 
be  measured  by  the  act  of  Congress  uader  which  such  associa- 
tions are  organized.  The  fifth  section  of  that  act  (13  Stat.,  100,) 
enacts  that  the  articles  of  association  “shall  specify  in  general 
terms  the  object  for  which  the  association  is  formed,  and  may 
contain  any  other  provisions  not  inconsistent  with  the  provisions 
of  this  act,  which  the  association  may  see  fit  to  adopt  for  the 
regulation  of  the  business  of  the  association  and  the  conduct  of 
its  affairs.”  And  the  8th  section  of  the  same  act  empowers  the 
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board  of  directors  “to  define  and  regulate  by  by-laws,  not  incon- 
sistent with  the  provisions  of  this  act,  the  manner  in  which  its 
stock  shall*  be  transferred.”  There  are  other  powers  conferred  by 
the  act,  but  unless  these  confer  authority  to  make  and  enforce 
a by-law  giving  a lien  on  the  stock  of  debtors  to  a banking  asso- 
ciation, very  plainly  it  has  not  been  given. 

What,  then,  were  the  intentions  of  Congress  respecting  the 
powers  and  rights  of  banking  associations?  The  act  of  1864  was 
enacted  as  a substitute  for  a prior  act  enacted  February  25,  1863 
(12  Stat.,  665),  and  in  many  particulars  the  provisions  of  the  two 
acts  are  the  same.  But  the  earlier  statute,  in  its  36th  section^ 
declared  that  no  shareholder  in  any  association  under  the  act 

should  have  power  to  transfer  or  sell  any  share  held  in  his  own 

right  so  long  as  he  should  be  liable,  either  as  principal  debtor, 
surety,  or  otherwise,*  to  the  association  for  any  debt  which  had 
become  due  and  remained  unpaid. 

This  section  was  left  out  of  the  substituted  act  of  1864,  and  it 
was  expressly  repealed.  Its  repeal  was  a manifestation  of  a pur- 
pose to  withhold  from  banking  associations  a lien  upon  the  stock 
of  their  debtors.  Such  was  the.  opinion  of  this  court  in  Bank  v. 
Lanier,  11  Wallace,  369.  In  that  case  it  appeared  that  a bank 
had  been  organized  under  the  act  of  1863,  and  that  it  had 
adopted  a by-law,  which  had  not  been  repealed,  that  the  stock  of 
the  bank  should  be  assignable  only  on  its  books,  subject  to  the 
provisions  and  restrictions  of  the  act  of  Congress,  among  which 

provisions  and  restrictions  was  the  one  contained  in  the  36th  sec- 

tion, that  no  shareholder  should  have  power  to  sell  or  transfer  any 
share  so  long  as  he  should  be  liable  to  the  bank  for  any  debt 
due  and  unpaid.  And  when  the  bank  was  sued  for  refusing  to 
permit  a transfer  of  stock,  it  set  up,  in  defense,  that  the  stock- 
holder was  indebted  to  it,  and  that  under  the  by-law  he  had  no 
right  to  make  the  transfer.  But  this  court  said  “ Congress  evi- 
dently intended,  by  leaving  out  of  the  act  of  1864  the  36th  sec- 
tion of  the  act  of  1863,  to  relieve  the  holders  of  bank  shares  from 
the  restrictions  imposed  by  that  section.  The  policy  on  the  sub- 
ject was  changed,  and  the  directors  of  banking  associations  were, 
in  effect,  notified  that  thereafter  they  must  deal  with  their  share- 
holders as  they  dealt  with  other  people.  As  the  restrictions  fell 
so  did  that  part  of  the  by-law  relating  to  the  subject  fall  with 
them.”  But  this  could  have  been  only  because  the  restriction 
was  regarded  as  inconsistent  with  the  policy  and  spirit  of  the  act 
of  1864.  It  cannot  truly  be  said  that  the  by-law  was  founded 
upon  the  36th  section,  though  it  doubtless  referred  to  that  section. 
It  was  not  in  that  the  .power  to  make  by-laws  was  given.  The 
nth  section  was  the  one  which  authorized  associations  to  make 
by-laws,  not  inconsistent  with  the  provisions  of.  the  act,  for  the 
management  of  their  property,  the  regulation  of  their  affairs,  and 
for  the  transfer  of  their  stock ; and  that  was  substantially  re- 
enacted in  the  act  of  1864.  Moreover,  the  62d  section  of  the 
latter  act,  while  repealing  the  act  of  1863,  enacted  that  the  repeal 
should  not  affect  any  appointments  made,  acts  done,  or  proceed- 
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ings  had,  or  the  organization,  acts  or  proceedings  of  any  associa- 
tion organized,  or  in  the  process  of  organization  under  the  act 
aforesaid,”  and  gave  to  such  associations  all  the  rights  *and  privi- 
leges granted  by  the  act,  and  subjected  them  to  all  the  duties, 
liabilities  and  restrictions  imposed  by  it  It  is,  therefore,  manifest 
that  it  was  not  the  repeal  of  the  36th  section  which  caused  the 
by-law  to  fall.  It  fell  because  it  was  considered  a regulation  in- 
consistent with  the  new  currency  act,  the  policy  of  which  was  to 
permit  no  liens  in  favor  of  a bank  upon  the  stock  of  its  debtors. 
It  is  impossible,  therefore,  to  see  why  the  decision  in  the  case  of 
The  Bank  v.  Lanier  does  not  require  that  the  certified  question 
should  be  answered  in  the  negative. 

An  attempt  was  made  in  the  argument  to  distinguish  that  case 
from  the  present  by  the  fact  that  the  articles  of  association  of  the 
Eagle  Bank  contain  the  provision  to  which  we  have  referred, 
namely,  that  the  directors  should  have  the  power  to  make  by-laws 
which  may  prohibit  the  transfer  of  stock  owned  by  any  stock- 
holder who  may  be  a debtor  to  the  association,  without  the  con- 
sent of  the  board,  a provision  which,  it  is  said,  the  associates  were 
justified  in  making  by  the  5th  section  of  the  act  of  1864.  The  argu- 
ment is  that,  though  the  act  of  Congress  does  not  itself  create  a 
lien  on  a debtor’s  stock  (as  did  the  act  of  1863),  it  does  by  the 
words  of  its  5th  section  authorize  the  creation  of  such  a lien  by 
the  articles  of  association  and  by  by-laws  made  under  them. 
This  leads  to  the  inquiry  whether  the  5th  section  does  authorize 
any  provision  in  the  articles  of  association  that  by-laws  may  be 
made  prohibiting  the  transfer  of  stock  of  debtors  to  a bank,  for  if 
it  does  not  the  foundation  of  the  argument  is  gone.  Certainly 
there  is  no  express  grant  of  authority  to  make  such  a prohibition 
contained  in  that  section.  There  is  no  specification  of  such  a 
power.  And  if  such  a grant  could  be  implied  from  the  words 
used  by  Congress,  the  implication  would  be  in  direct  opposition 
to  the  policy  indicated  by  the  repeal  of  the  36th  section  of  the 
act  of  1863,  and  the  failure  to  re-enact  it,  as  well  as  by  the  pro- 
visions of  the  35th  section,  which  prohibit  loans  and  discounts  by 
any  bank  on  the  security  of  the  shares  of  its  own  capital  stock, 
and  prohibit  also  every  bank  from  purchasing  or  holding  any  such 
shares,  unless  such  security  or  purchase  shall  be  necessary  to  pre- 
vent loss  upon  a debt  previously  contracted  in  good  faith.  Surely 
an  implication  is  inadmissible  which  contradicts  either  the  letter  or 
spirit  of  the  act.  Surely  when  the  statute  has  prohibited  all 
express  agreements  for  a lien  in  favor  of  a bank  upon  the  stock 
of  its  debtors,  there  can  be  no  implication  of  a right  to  create 
such  a lien  from  anything  contained  in  the  5th  section.  But  were 
there  no  such  policy  manifest  in  the  act,  the  words  of  the  5th 
section  would  bear  the  meaning  attributed  to  them.  The  articles 
of  association  required  by  that  section  to  be  entered  into  must 
specify  in  general  terms  the  object  for  which  the  association  is 
formed,  and  may  contain  any  other  provisions,  not  inconsistent 
with  the  provisions  of  the  act,  which  the  association  may  see  fit 
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to  adopt  far  the  regulation  of  its  business  and  the  conduct  of  its 
affairs . To  us  it  seems  that  a by-law  giving  to  the  bank  a lien 
upon  its  stock,  as  against  indebted  stockholders,  ought  not  to  be 
considered  as  a regulation  of  the  business  of  the  bank  or  a regu- 
lation for  the  conduct  of  its  affairs.  That  Congress  did  not 
understand  the  section  as  extending  to  the  subject  of  stock  trans- 
fers, is  very  evident  in  view  of  the  fact  that  in  another  part  of  the 
statute  express  provision  was  made  for  such  transfers.  The  8th 
section  empowers  the  board  of  directors  of  every  banking  associa- 
tion to  define  and  regulate  by  by-laws,  not  inconsistent  with  the 
provisions  of  the  act,  the  manner  in  which  its  stock  shall  be 
transferred.  This  would  be  superfluous  if  the  power  had  been 
previously  given  in  the  5th  section.  That  Congress  considered  it 
necessary  to  make  such  an  enactment  is  convincing  evidence  that 
they  thought  it  had  not  elsewhere  been  made.  Whatever  power, 
therefore,  the  directors  of  a bank  possess  to  regulate  transfers  of 
its  stock,  they  derive,  not  from  the  5th  section  of  the  *act,  and 
not  from  the  articles  of  association,  but  from  the  8th  and  12th 
sections  by  express  and  direct  grant.  It  cannot,  therefore,  be 
maintained  that  the  present  case  is  not  governed  by  the  decision 
made  in  Bank  v.  Lanier,  because  the  articles  of  association  for 
the  Eagle  Bank  authorized  the  directors  to  make  a by-law 
restricting  the  transfer  of  stock.  In  that  case  there  was  a by-law 
prohibiting  the  transfer  as  in  this.  Independent  of  the  36th  sec- 
tion of  the  act  of  1863,  there  was  as  much  authority  to  make  and 
enforce  such  a by-law  as  is  given  by  the  act  of  1864.  The  nth 
and  1 2th  sections  of  the  act  of  1863,  enacted  that  associations 
formed  under  it  might  make  by-laws,  not  inconsistent  with  the 
laws  of  the  United  States  or  the  provisions  of  the  act,  for  the 
transfer  of  their  stock,  and  that  the  stock  should  be  transferable  N 
on  the  books  of  the  association  “in  such  manner  as  might  be 
prescribed  in  the  by-laws  or  articles  of  association.”  These  powers, 
given  to  the  associates  under  that  act,  are  quite  as  large  as  those 
given  by  the  act  of  1864.  Yet  this  court  held  that  after  the  pass- 
age of  the  latter  act,  a by-law  giving  a lien  upon  a debtor's 
stock,  was  inconsistent  with  its  provisions  and  invalid.  Of  course 
if  the  act  destroyed  an  existing  by-law,  it  must  prevent  the  adop- 
tion of  a new  one  to  the  same  effect. 

We  hold,  therefore,  on  the  authority  of  Bank  v.  Lanier,  that 
the  first  question  certified  must  be  answered  in  the  negative,  and 
consequently  the  same  answer  must  be  given  to  the  other  two 
questions. 

Justice  Clifford  dissenting. 

1 dissent  from  the  judgment  and  opinion  of  the  court  in  this 
case  for  the  reasons  assigned  in  the  opinion  delivered  by  me  in 
the  case  of  Knight  et  al.  v . Bank,  decided  in  the  Circuit  Court, 

R.  I.  district,  June  Term,  1871,  which  I still  believe  to  be  cor- 
rect, and  consequently  refer  to  that  case  as  a full  expression  of 
the  reasons  of  my  dissent  in  the  present  case. 
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Liens  upon  National  Bank  Shares. 

//. — Louisville  Insurance  and  Banking  Co Appellees , v. 

The  National  Bank  of  Lebanon,  Appellant . 

Kentucky  Court  of  Appeals. 

On  the  30th  of  March,  1870,  Charles  W.  Mitchell,  then 
Cashier  of  The  National  Bank  of  Lebanon,  Ky.,  negotiated 
with  the  Louisville  Insurance  and  Banking  Co.  his  note  of 
that  date  for  $ 2,500,  pledging  as  security  therefor  a certificate 
for  25  shares  of  $ 100  each  of  the  capital  stock  of  the  bank. 
And  on  April  30th,  1870,  Mitchell  also  obtained  from  same  com- 
pany another  discount  of  like  amount,  giving  his  note,  with  25 
shares  additional  of ‘the  stock  of  the  National  Bank  of  Lebanon 
for  security  as  before.  In  each  of  the  notes  authority  was  given 
by  Mitchell  to  sell  the  stock  if  the  notes  were  unpaid  at  ma- 
turity. 

In  June,  1870,  the  bank  discharged  Mitchell  as  cashier  for 
alleged  defalcations  and  frauds  in  office. 

The  notes  not  having  been  paid  when  due,  suit  was  brought 
by  the  Louisville  Banking  Co.  to  have  the  stock  sold  and  its 
proceeds  duly  applied  to  payment  of  the  notes,  and  for  a transfer 
of  the  stock  on  the  books  of  the  bank  to  the  purchaser. 

In  answer,  the  National  Bank  of  Lebanon  said  that  the  stock 
had  never  been  paid  for  by  Mitchell;  that  he  had  no  authority 
to  issue  it  or  transfer  the  same ; that  the  bank  had  a lien  on  it 
for  Mitchell’s  indebtedness  to  them,  prior  and  superior  to  any 
interest  in  or  claim  to  the  stock  which  plaintiffs  might  have;  and 
prayed  that  the  certificates  be  delivered  up  to  the  bank. 

On  hearing  of  the  case  the  court  below  adjudged  and  decreed 
the  plaintiffs  entitled  to  the  relief  sought;  and  under  this  decree 
the  stock  was  sold  and  the  proceeds  applied  accordingly. 

The  National  Bank  of  Lebanon  appealed  from  this  decree  and 
brought  the  case  to  the  Court  of  Appeals. 

The  Louisville  Banking  Co.,  appellees,  claimed,  in  point  of  fact, 
first : That  Mitchell  did  own  the  stock ; and  second : that  he 
pledged  it  to  them  to  secure  a bona  fide  debt.  And  in  point  of 
law : If  he  did  own  said  stock  knd  did  thus  pledge  it  to  them, 
the  National  Bank  of  Lebanon  had,  on  account  of  Mitchell’s 
indebtedness  to  it,  no  lien  on  the  stock  which  would  rightfully 
cause  a reversal  of  the  judgment  of  the  court  below. 

The  judgment  of  the  lower  court  was  affirmed. 


* The  corporate  name  of  this  institution  has  since  been  changed  to  “ Thb  Louisville 
Banking  Company.”  % 
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THE  NEW  BANKRUPT  LAW. 

The  most  important  provisions  of  the  new  Bankrupt  act,  ap- 
proved by  the  President  June  2 2d,  are  as  follows: 

No  proceedings  can  be  taken  in  involuntary  or  compulsory  bank- 
ruptcy excepting  by  the  action  of  at  least  one-fourth  in  number  of 
creditors  and  one-third  in  value  of  claims  against  the  debtor. 

The  provision  of  the  present  law  is  repealed,  which  requires  that 
the  assets  of  an  involuntary  bankrupt  shall  be  equal  to  fifty  per 
cent  of  his  indebtedness;  the  new  law  enacting  that  the  pay- 
ment of  no  proportion  of  the  bankrupt’s  debts,  nor  the  assent  of 
any  of  his  creditors  shall  be  necessary  to  his  discharge. 

In  voluntary  bankruptcy  the  bankrupt  may  be  discharged  on 
the  payment  of  thirty  per  cent,  upon  his  liability,  provided  that 
one-fourth  of  his  creditors  in  number,  and  they  representing  one- 
third  of  the  amount  of  provable  indebtedness,  agree  thereto. 

The  periods  during  which  transactions  intended  to  give  preference 
are  made  inoperative,  are  changed,  from  four  and  six  months  under 
the  old  law,  to  two  and  three  by  the  new.  Hypothecated  pledges 
or  liens  on  the  bankrupt’s  estate  can  only  be  set  aside  when  it  is 
shown  that  the  party  dealing  with  the  bankrupt  knew  he  intended 
to  commit  a fraud  upon  the  Bankrupt  law,  and  to  go  into  bank- 
ruptcy. When  a loan  is  made  to  a bankrupt  in  good  faith  and 
security  taken,  for  the  purpose  of  saving  him  from  failure,  the 
security  shall  not  be  invalidated  by  proceedings  in  bankruptcy. 

The  specification  defining  acts  of  bankruptcy  is  materially 
amended  in  regard  to  suspension  of  payments,  a fraudulent  sus- 
pension for  any  length  of  time,  and  actual  suspension  without 
resumption  within  forty  days,  being  considered  such.  All  cases  of 
involuntary  bankruptcy  begun  since  December,  1,  1873,  on  the 
petition  of  creditors  less  than  one-fourth  in  number  and  one-third 
in  value,  may,  on  the  petition  of  the  debtor,  be  dismissed.  In 
computing  the  number  of  creditors  who  shall  join  in  the  petition, 
those  whose  respective  debts  do  not  exceed  $250  shall  not  be 
reckoned.  Proceedings  may  be  discontinued  whenever  the  debtor 
pays  those  secured  debts  which  were  the  ground  of  throwing  him 
into  bankruptcy,  or  whenever,  with  the  consent  of  the  court,  he 
and  a majority  of  the  creditors  shall  ask  for  a discontinuance. 

A majority  in  number  and.  three-fourths  in  value  of  the  creditors, 
in  cases  now  pending  or  adjudicated,  as  well  as  those  hereafter 
begun,’ may,  at  a meeting  called  by  the  court,  agree  to  accept  a 
composition  offered  by  the  debtor,  and  thus  agreed  upon,  it  shall 
be  binding  upon  all  creditors  brought  in  according  to  the  pro- 
visions of  the  act.  The  court,  however,  may  refuse  to  confirm  # 
such  compositipn,  for  good  cause. 

The  important  reduction  is  made  of  one-half  in  all  existing  fees, 
commissions,  charges  and  allowances,  except  necessary  disburse- 
ments, until  the  Supreme  Court  shall  arrange  a new  tariff  of  charges. 
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THE  USURY  LAWS  OF  THE  STATES  AND 
TERRITORIES, 

with  Recent  Decisions  under  them. 

Continued  from  page  6l. 


XVIII.  Louisiana. 

Five  per  cent,  is  the  rate  when  there  is  no  agreement.  Con- 
ventional interest,  not  exceeding  eight  per  cent,  per  annum,  may 
be  contracted  for,  and  a higher  rate  may  be  collected  upon  a 
promissory  note,  bond,  or  written  obligation,  provided  such  note, 
&c,  shall  not  bear  more  than  eight  per  cent,  interest  per  annum 
after  maturity  till  paid. 

A contract  to  pay  a higher  rate  of  interest  than  eight  per  cent, 
per  annum  is  usurious,  unless  the  interest  agreed  upon  be  included 
in  a written  obligation,  and  form  a part  of  the  amount  for  which 
the  written  obligation  is  given,  and  the  penalty  for  a usurious 
contract  is  the  forfeiture  of  the  entire  interest  so  contracted.  He 
who  pays  such  usurious  interest  can  recover  the  amount  so  paid 
by  him,  if  he  sue  for  it  within  twelve  months  from  the  time  of 
payment — Walker  v.  Villavaso,  18  La.  Ann.,  712. 

The  owner  of  any  promissory  note,  bond,  or  written  obligation 
for  payment  of  money  to  order,  or  bearer,  or  transferable  by 
assignment,  shall  have  the  right  to  collect  the  whole  amount  of 
such  promissory  note,  bond,  or  written  obligation,  notwithstanding 
such  note,  bond,  or  written  obligation  may  include  a greater  rate 
of  interest  or  discount  than  eight  per  cent,  per  annum,  provided 
such  obligations  shall  not  bear  more  than  eight  per  cent,  interest 
per  annum  after  their  maturity. — Weaver  v.  Kearny  & Blois,  17 
La.  Ann.,  326. 

The  agreement  to  pay  a greater  interest  than  that  allowed  by 
law  to  be  contracted  for,  makes  that  part  of  the  contract  null  and 
void,  and  produces  no  legal  effect  between  the  parties  contracting, 
and  is  the  same  as  if  no  agreement  had  been  entered  into  rela- 
tive to  interest. — Tarver  v.  Winn,  18  La.  Ann.,  557. 

Money  paid  for  usurious  interest  cannot  be  recovered  in  a 
court  of  justice. — Spurlin  v.  Milliken,  16  La.  Ann.,  217. 

Where  a certain  per  cent,  is  charged  for  money  advanced,  and 
conventional  interest  is  also  stipulated,  the  contract  is  tainted  with 
usurious  interest,  and  the  principal  only  can  be  recovered. — Payne 
& Harrison  v.  Waterson,  16  La.  Ann.,  239. 

The  holder  of  a note  for  the  payment  of  money,  according  to 
act  approved  March  20th,  1856,  can  only  recover  eight  per 
***&  interest,  notwithstanding  the  rate  of  interest  agreed  upon 
toay  be*  beyond  eight  per  cent. — Williams  v.  Halsmith,  17  La. 
Ann.,  200. 
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XIX.  Maine. 

Parries  may  agree  in  writing  upon  any  rate.  Where  there  is  no 
express  agreement  six  per  cent,  is  the  legal  rate. 


XX.  Maryland. 

Six  per  cent,  is  the  legal  rate.  The  only  penalty  for  usury  is 
forfeiture  of  the  excess  over  the  legal  rate. 

Where  a person  lends  a sum  of  money,  the  repayment  of  which, 
with  interest  at  the  rate  of  six  per  cent.,  is  secured  by  a mort- 
gage, and  at  the  time  of  the  loan,  and  in  consideration  of  it,  a 
portion  of  the  money  in  excess  of  the  legal  rate  of  interest  is 
returned  to  him  by  the  borrower,  the  transaction  is  usurious. 

In  the  case  of  an  usurious  loan  secured  by  mortgage,  the 
assignee  of  the  equity  of  redemption  may  claim  an  abatement  for 
the  illegal  interest. — Andrews  v.  Poe,  30  Md.,  485. 

Where  one  purchases  land  subject  to  a mortgage,  and  agrees 
specifically  to  pay  the  mortgage  debt,  according  to  the  face  of 
the  mortgage,  as  part  of  the  consideration  for  the  land,  a court 
of  equity  will  not  interpose  at  his  instance  to  prevent  a sale  of 
the  premises  by  the  mortgagee,  upon  the  charge  of  the  existence 
of  usury  in  the  mortgage  debt. 

If  the  mortgagee  exacted  usury,  the  mortgagor  would  have  the 
right  to  sue  for  and  recover  it  back,  but  no  one  would  have  the 
right  to  invoke  such  remedy  for  him. — Hough  v.  Horsey,  36 
Md.,  181. 

In  this  State  a borrower  may  recover  back,  in  an  action  for 
money  had  and  received,  the  usurious  interest  he  has  paid. — 
Scott  v.  Leary,  34  Md.,  389. 


XXI.  Massachusetts. 

Any  rate  which  the  parties  agree  to  in  writing  is  lawful.  In 
the  absence  of  an  expre^  agreement  six  per  cent,  is  the  legal  rate. 

Bills  of  exchange,  drawn  in  New  York  and  payable  in  this 
Commonwealth,  accepted  and  indorsed  for  the  accommodation  of 
the  drawer,  were,  at  the  request  of  the  indorser,  discounted  in 
New  York  by  the  plaintiffs  at  a rate  of  interest  greater  than  was 
at  the  time  lawful  by  the  laws  of  New  York  or  of  this  Common- 
wealth. Part  of  the  proceeds  was  paid  to  the  drawer,  and  the 
rest  was  lent  by  him  to  the  indorser.  Held,  that  as  by  the  law 
of  New  York  the  bills  were  void  in  the  hands  of  the  plaintiffs, 
they  could  not  recover  against  the  acceptor,  even  if  he  held  prop- 
erty of  the  drawer  as  collateral  security. — Akers  v.  Demohd,  103 
Mass.,  318. 
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A sold  stock  which  he  owned  and  lent  B the  proceeds,  upon 
B’s  agreement  to  repay  the  sum  lent,  with  interest,  and  with  any 
advance  in  the  market  value  of  the  stock  during  the  time  of  the 
loan.  The  stock  advanced  in  market  value,  and  at  the  end  of 
the  time  the  parties  came  to  a settlement,  and  A took  B’s  prom- 
issory note  for  the  amount  due  under  the  agreement.  Held,  in 
an  action  on  the  note,  that  the  consideration  of  it  was  not  usuri- 
ous, if  the  original  transaction  was  in  good  faith. — Snow  v.  Nye, 
106  Mass,,  413. 

If  interest  at  a greater  annual  rate  than  six  per  cent.,  in 
accordance  with  the  terms  of  a contract  made  before  the  repeal 
of  the  usury  laws  by  the  statutes  of  1867,  ch.  56,  is  voluntarily 
paid  after  such  repeal,  no  action  can  be  maintained  on  the  Gen. 
Sts.,  ch.  53,  §§  4,  5,  to  recover  threefold  the  amount  paid,  or  the 
amount  itself,  although  the  St.  of  1867  provides  that  such  repeal 
^ shall  not  affect  any  existing  contract,  or  action  pending  or  exist- 
ing right  of  action.” — Seavey  v.  Moors,  103  Mass.,  317. 


XXII.  Michigan. 

Seven  per  cent,  is  the  legal  rate,  but  parties  may  contract  in 
writing  at  any  rate  not  exceeding  ten  per  cent.  Forfeiture  of  the 
excess  is  the  penalty  for  usury. 

Usury  is  a personal  defense,  to  be  made  by  a party  to  the 
contract.  One  who  has  purchased  land  subject  to  the  payment  of 
a mortgage  upon  it,  cannot  make  this  defense  to  the  mortage. — 
Sellers  v.  Botsford,  11  Michigan,  59. 

The  validity  of  a contract  made  in  another  State,  and  payable 
there,  will  be  determined  by  the  law  of  that  State. 

And  where  such  a contract  is  usurious,  but  the  law  of  that  State 
does  not  avoid  it  on  that  ground,  but  only  affects  the  remedy 
upon  it,  the  courts  of  this  State  can  enforce  the  contract,  but  by 
no  other  remedies  than  those  afforded  by  our  own  laws. 

The  provisions  of  the  Ohio  statutes  which  provide  for  the  recov- 
ery or  appropriation  of  usury  paid  upon  a contract,  form  no  part 
of  tlje  contract,  but  relate  solely  to  the  remedy  which  will  be 
ffforded  by  the  courts  of  that  State  to  the  party  from  whom  usury 
» taken. 

Where,  on  a settlement  of  certain  bills  of  exchange,  an  amount 
is  included  in  a new  bill  given  for  the  balance,  as  statutory  dam- 
ages for  the  dishonor  of  the  bills  settled,  and  the  statute  allows 
no  such  damages,  the  pew  bill  is  to  that  extent  without  considera- 
tion.— Collins  Iron  Co.  v.  Burkam,  10  Michigan,  283. 

Where  unlawful  interest  has  been  paid  upon  money  loaned,  and 
a new  security  is  afterwards  taken  for  the  principal,  the  debtor  is 
not  entitled  to  have  the  amount  of  the  interest  so  paid  deducted 
when  suit  is  brought  on  the  new  security. — Smith  v.  Stoddard,  10 
Michigan,  148. 
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The  statute  which  provides,  that  in  any  action  brought  on 
negotiable  paper  given  on  an  usurious  consideration,  if  the  plaintiff 
became  a bona  fide  purchaser  of  the  paper  before  it  was  due, 
then,  unless  it  appear  that  he  had  notice  of  the  usury  when  he 
bought,  he  shall  be  entitled  to  recover,  is  to  be  construed  as 
embracing  suits  in  chancery  as  well  as  actions  at  law. — Coatsworth 
v . Barr,  Michigan , 199. 

But,  if  in  the  new  security  a sum  is  included  for  unlawful 
unpaid  interest,  the  security  to  the  extent  of  the  unlawful  interest 
is  without  consideration. — Smith  v.  Stoddard,  10  Michigan , 148. 

On  an  usurious  contract  the  plaintiff  may  always  recover  interest 
up  to  the  highest  legal  rate  not  prohibited  by  the  statute,  if  such 
are  the  express  terms  of  the  contracts. — Smith  v.  Stoddard,  10 
Michigan , 148. 


XXIII.  Minnesota. 

The  rate  by  statute  is  seven  per  cent.  Parties  may*  agree  in 
writing  upon  any  rate  not  exceeding  twelve  per  cent. 


XXIV.  Mississippi. 

Parties  may  agree*  in  writing  upon  any  rate.  When  there  is  no 
written  contract  six  per  cent,  is  the  rate  fixed  by  law. 


X£V.  Missouri. 

Six  per  cent,  is  the  rate  where  there  is  no  agreement  in  writing. 
By  agreement  in  writing  ten  per  cent,  is  lawful.  If  a higher  rate 
is  agreed  upon,  the  plaintiff  can  recover  the  principal  and  ten  per 
cent,  interest.  The  interest,  howeVer,  goes  to  the  use  of  the  common 
schools,  and  the  defendant  recovers  costs. 

In  an  action  by  the  grantee  to  reform  a deed  of  trust  given  to 
secure  the  payment  of  a note,  where  the  defense  of  usury  is  set 
up  and  established  in  evidence,  plaintiff  must  produce  his  note 
and  rebate  the  usurious  portion  thereof  before  he  can  obtain  the 
redress  sought.  Defendant  will  not  be  compelled  to  resort  to  an 
action  enjoining  the  sale  of  the  property  under  the  deed  in  order 
to  maintain  his  rights. — Corby  v . Bean,  44  Mo .,  379. 

Usurious  Contracts. — Even  where  the  statute  makes  an  usurious 
contract  void,  equity  will  aid  the  borrower  only  upon  condition  of 
his  paying  what  is  bona  fide  and  really  due.  (Ranson  v.  Hays,  39 
Mo.,  445,  cited  and  affirmed.) — Rutherford  v . Williams,  42  Mo .,  18. 


XXVI.  Montana.  • 

Parties  may  agree  in  writing  upon  any  rate. . In  the  absence  of 
an  agreement  ten  per  cent,  is  the  legal  rate. 
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XXVII.  Nebraska. 

Ten  per  cent,  is  the  legal  rate,  or  on  express  contract  any  rate 
that  may  be  agreed  upon,  not  exceeding  twelve  per  cent.,  and  a 
judgment  on  the  contract  bears  interest  at  the  same  rate  as  the 
contract,  not  to  exceed  twelve  per  cent.  Usury  forfeits  all  inter- 
est and  costs  of  suit  where  it  is  proved. 


XXVIII.  Nevada. 

Ten  per  cent  is  the  legal  rate  in  the  absence  of  a contract,  but 
parties  may  agree  in  writing  upon  any  rate.  Only  the  original 
claim  shall  draw  interest  after  the  recovery  of  a judgment  on  such 
a contract 

The  statute  gives  damages  at  the  rate  of  ten*  per  cent,  per 
annum  for  the  withholding  of  money  generally.  But  for  with- 
holding of  money  which  bears  a higher  rate  of  interest  by  con- 
tract, a corresponding  damage  for  withholding  is  allowed.  — 
McLane  v.  Abrams,  2 Nev.,  199. 

The  statute  concerning  interest  (statutes  of  1861,  100,  sec.  4,) 
does  not  allow  interest  on  money  due  on  an  open  account,  and 
a judgment  allowing  such  interest,  where  there  is  no  special  agree- 
ment, is  so  far  erroneous. — Flannery  v.  Anderson,  4 Nev .,  437. 

Interest  exceeding  ten  per  cent,  per  annum  cannot  be  recov- 
ered unless  the  promise  to  pay  it  be  in  writing. — Williams  e / al. 
v.  Glasgow,  1 Nev. 

When  a note  is  made  payable  at  a given  day,  with  interest  at 
the  rate  of  six  per  cent,  per  month  until  * paid,  it  continues  to 
draw  six  per  cent,  interest  after  maturity  and  after  judgment. — 
Cox  v . Smith  et  a/.,  1 Nev.,  16 1. 

Our  statute  does  not  sanction  compound  interest.  Contracts, 
therefore,  in  regard  to  compound  interest,  must  • stand  or  fall  by 
the  established  rules  of  equity  and  common-law  courts.  It  is 
held  in  this  State  that  contracts  for  compound  interest  cannot  be 
enforced. — Cox  v.  Smith,  1 Nev.,  161. 

It  is  a settled -rule  in  courts  of  equity  that  a contract  for  future 
compound  interest  will  not  be  enforced.  The  rule  in  courts  of  law 
is  not  so  well  settled  in  regard  to  such  contracts. — Cox  v.  Smith, 
1 Nev.,  161. 


XXIX.  New  Hampshire. 

Six  per  cent,  is  the  legal  rate.  The  penalty  for  usury  is 
the  forfeiture,  to  the  party  aggrieved,  of  three  times  the  excess 
agreed  upon  over  six  per  cent. 

Where  interest  annually  is  stipulated,  payments  are  to  be  applied, 
hist  to  the  interest  on  the  annual  interest,  then  to  the  annual 
interest  itself,  and  the  remainder  to  the  principal. — Townsend  v . 
Riley,  46  N.  H.,  300. 
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The  parties  to  a contract  made  in  one  State  and  payable  in 
another,  may  lawfully  stipulate  for  the  rate  of  interest  allowed  in 
either,  provided  it  be  done  in  good  faith,  and  not  as  a cover  for 
usury. 

Therefore,  where  a promissory  note  was  made  payable  in  one 
State,  and,  after  its  maturity,  the  maker,  in  anotheV  State,  where 
he  had  his  domicile,  agreed  to  pay  the  lawful  rate  of  interest  of  the 
latter  State,  upon  such  note,  it  was  held  that  such  agreement 
was  not  usurious,  although  the  rate  of  interest  was  greater  than  in 
the  State  where  the  note  was  originally  payable,  unless  the  arrange- 
ment was  made  merely  as  a cover  for  usury. 

Where,  upon  a note  payable  with  interest  annually,  payments 
are  made  of  sums  less  than  the  interest  due,  the  surplus  of  inter- 
est can  in  no  case  be  taken  to  augment  the  principal. — Townsend 
v . Riley,  46  N \ H. , 300. 

Where  illegal  interest  has  been  paid  in  advance  upon,  or  is 
included  in  a note  by  the  principal,  a surety  who  is  compelled  to 
pay  the  note  will  be  entitled  to  the  same  deduction  that  the  prin- 
cipal would,  in  the  same  circumstances,  on  account  of  the  usury, 
which  would  be  three  times  the  amount  of  the  illegal  interest,  if 
the  usury  were  pleaded,  or  the  amount  of  the  usury,  if  not  plead- 
ed.— Cole  v.  Hills,  44  N.  H.,  227. 


XXX.  New  Jersey. 

Seven  per  cent,  is  the  legal  rate.  If  a greater  rate  is  agreed 
upon,  it  works  a forfeiture  of  all  interest  and  costs  of  suit. 

If  an  agent,  in  making  a loan  of  money,  accept  from  the  bor- 
rower a bonus  beyond  the  legal  rate  of  interest,  such  act  of  the 
agent  will  not  render  the  contract  usurious  if  the  bonus  was  taken 
without  the. knowledge  of  the  principal,  and  was  not  received  by 
him. — Muir  v . Newark  Savings  Institution,  1 C.  E.  Green,  537. 

The  reservation  of  interest  for  money  actually  on  hand  and  sub- 
ject to  the  call  of  the  borrower,  during  the  time  he  is  engaged  in 
completing  his  securities,  is  not  usurious. 

The  essence  of  the  offense  of  usury  is  a corrupt  agreement  to 
contravene  the  law.  Any  contrivance  to  evade  the  statute,  and  to 
enable  the  lender  to  receive  more  than  legal  interest  for  his 
money,  renders  the  contract  a corrupt  one.  And  the  law  will 
infer  the  corrupt  agreement,  when  it  appears  by  the  face  of  the 
papers  or  otherwise  that  illegal  interest  was  intentionally  reserved, 
although  the  illegality  arose  from  a mistaken  construction  of  the 
law. — Muir  v.  Newark  Savings  Institution,  1 C.  E.  Green , 537. 

If  on  a negotiation  for  a loan,  where  six  per  cent,  was  the  only 
lawful  interest,  the  lender  requires  and  accepts  for  one-half  of  the' 
loan  the  assignment  of  a mortgage  on  property  out  of  the  State, 
which  carries  seven  per  cent.,  this  does  not  constitute  usury. — 
Stelle  v . Andrews,  4 C.  E.  Green , 409. 
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The  payment  of  illegal  brokerage  to  an  agent  for  effecting  a 
loan,  where  no  part  of  it  is  received  by  the  mortgagee,  cannot 
taint  the  loan  with  usury. — Conover  v.  Van  Mater,  3 C.  E.  Green , 
481. 

An  agreement  for  the  payment  of  seven  per  cent  interest  (when 
such  rate  is  allowed  by  law),  made  in  consideration  of  further  for- 
bearance after  the  mortgage  became  due,  is  valid.  Subsequent 
mortgagees  take  their  securities  subject  to  these  changes  in  the  law 
as- to  those  before  them. — Conover  v.  Van  Mater,  3 C.  E.  Green , 
481. 

A new  settlement  of  the  accounts  between  the  borrower  and 
lender,  and  the  cancellation  of  the  original  security,  or  the  intro- 
duction of  a new  consideration  in  the  shape  of  an  additional  loan, 
will  not  operate  to  give  validity  to  any  succeeding  obligation 
which  secures  the  usurious  exaction.  — Taylor  v.  Morris,  7 C.  E. 
Green , 606. 

Where  notes  on  which  illegal  interest  had  been  reserved  are 
included  in  a settlement  of  what  is  due  between  the  parties,  and 
a mortgage  given  upon  a new  agreement  for  the  amount,  the 
usurious  taint  will  be  extinguished. — Morris  v.  Taylor,  7 C.  E. 
Green , 438. 

As  between  the  parties  to  an  usurious  instrument,  or  as  against 
a subsequent  holder  with  knowledge  of  the  defect,  the  original 
taint  of  usury*  attaches  to  all  substituted  obligations  or  securities, 
however  remote,  unless  the  transaction  be  purged  of  the  original 
vice  by  expunging  the  usurious  element. — Taylor  v.  Morris,  7 
C.  E.  Green,  606.  # 

The  act  of  April  12,  1864,  respecting  usury,  does  not  do  away 
with  the  forfeiture,  though  it  lessens  the  severity  of  the  penalty. 
The  same  strictness  of  proof  is  required  since  the  act  as  before. — 
Morris  v.  Taylor,  7 C.  E.  Green,  438. 

The  mortgage  being  given  for  $ 800  when,  by  agreement,  oiriy 
$700  was  advanced,  is  usurious.  The  amount  Actually  advanced 
only  can  be  recovered,  without  interest  or  costs. — Bennett  v.  H ad- 
sell,  8 C.  E.  Green,  174. 

In  a suit  to  foreclose  a mortgage  whereon,  at  the  making  of 
the  loan,  twelve  per  cent,  interest  was  demanded,  and  agreed  to 
be  paid,  and  at  the  expiration  of  the  first  six  months,  interest  at 
that  rate  was  paid  and  received  as  the  interest  for  that  time,  the 
principal  only,  less  the  excess  of  the  amount  so  paid  above  the 
legal  interest,  can  be  recovered,  and  that  without  interest  or  costs 
of  suit — Pond  v.  Causdell,  8 C.  E.  Green , 18 1. 


XXXI.  New  Mexico. 

Parties  may  contract  for  any  rate  not  exceeding  twelve  per  cent. 
Judgments  shall  draw  the  same  rate  as  the  contract.  Usury 
forfeits  the  whole  interest.  Six  per  cent,  is  the  rate  fixed  by  law 
where  there  is  no  contract. 
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XXXII.  New  York. 

. Seven  per  cent,  is  the  legal  ratej  and  any  contract  whereby  a 
greater  rate  is  agreed  upon,  either  directly  or  indirectly,  is  abso- 
lutely void. 

Usury  is  a misdemeanor  punishable  by  fine  of  one  thousand 
dollars,  or  six  months*  imprisonment,  or  both.  A corporation 
cannot  plead  usury.  National  and  State  banks  are  exempt  from 
the  extreme  penalties  mentioned  above. 

Question  of  usury  is  personal,  and  can  be  raised  only  by  par- 
ties to  the  transaction. — Ohio  and  Miss.  R.  R.  Co.  v.  Kasson,  37 
N.  K,  218. 

When  the  makei*  of  a renewal  note  interposes  the  defense  of 
usury,  there  may  be  a recovery  on  the  original  note,  if  that  was 
free  from  the  taint  of  usury. — Farmers  and  Mechanics*  Bank 
v.  Joslyn,  37  N.  K,  353. 

Where  the  maker  of  a promissory  note  pays  a consideration 
to  a party  to  indorse  said  note,  and  to  procure  a discount  at  the 
bank,  such  transaction  does  not  constitute  a usurious  agreement. — 
Chatham  Bank  v.  Betts,  37  N.  V,  356. 

The  bank  discounting  such  note,  in  good  faith,  can  recover  the 
same  of  the  maker  thereof. — Id . 

Where  a party  is  solicited  to  make  a loan,  and  to  procure  the 
means  of  doing  so  must  spend  time,  and  incut  trouble  and 
expense  in  collecting  the  same  from  others,  and  does  this  at  the 
request  of  the  borrower,  and  upon  his  agreement  to  pay  for  such 
services  and  expenses,  the  transaction  is  not  usurious. — Thurston 
v.  Cornell,  38  N.  K,  281. 

Whether  the  payment  upon  a loan  of  more  than  the  legal  rate 
of  interest  is  usury,  depends  upon  the  particular  facts  of  the  case 
and  the  intention  of  the  parties,  and  these  are  questions  for  the 
jury.  If  paid  or  received  for  the  loan,  or  forbearance  of  the 
money,  it  is  usuYy;  but,  if  the  excess  is  for  other  good  and  val- 
uable considerations,  not  interposed  as  a device  to  cover  usury, 
the  transaction  is  not  usurious. — Thurston  v.  Cornell,  38  N.  K, 
281. 

Although  the  intent  is  essential  to  constitute  the  offence  of 
usury,  the  intent  must  be  deduced  from,  and  determined  by  the 
facts.  The  knowingly  and  voluntarily  taking  or  reserving  a greater 
interest  or  compensation  for  a loan  than  that  allowed  by  law  is 
per  se  usurious.  The  offense  is  not  condoned  by  want  of  intent 
to  violate  the  statute  or  by  giving  to  the  transaction  another 
name  than  that  of  a loan. — Fiedler  v.  Darrin,  50  N.  K,  437. 

The  taking  of  usury,  or  including  it  in  n8w  notes  by  way  of 
renewal  of  other  valid  notes,  free  from  such  taint,  does  not  pre- 
vent a recovery  of  the  sum  actually  due  upon  the  valid  notes, 
although  the  original  notes  were  surrendered  when  the  new  notes 
were  given. — Winsted  Bank  v.  Webb,  39  N.  V,  325. 
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Where  a complaint  alleged  the  making,  etc.,  by  the  defendants, 
of  six  notes,  their  non-payment  at  maturity,  etc.,  and  the  giving 
of  other  six  notes  in  renewal  thereof,  upon  which  the  first  six 
notes  were  surrendered,  and  stated  that  the  defendants  alleged  and 
claimed  that  the  last  six  notes  were  void  for  usury,  and  the 
defendants,  by  their  answer,  did  set  up  such  usury  and  claimed 
the  first  six  notes  were  paid  and  surrendered,  and  that  the  last 
notes  were  void  for  usury,  the  plaintiff,  in  opening  his  case  on  the 
* trial,  admitted  that  usurious  interest  was  included  in  the  last  six 
notes,  whereupon  a non-suit  was  ordered.  On  appeal,  held  that 
this  was  erroneous. — Id. 

The  delivery  of  six  notes  which  were  void  for  usury,  was  not 
payment  and  satisfaction  of  the  six  valid  notes  intended  to  be 
renewed  thereby. — Id. 

Upon  the  facts  stated,  the  surrender  of  the  first  six  notes  was 
not  a discharge  of  the  cause  of  action,  and  the  plaintiff  was  enti- 
tled to  recover  the  amount  actually  due. — Id. 

When  a lender  stipulates  for  a contingent  benefit  beyond  the 
legal  rate  of  interest,  and  has  the  right  in  any  event  to  demand 
the  repayment  of  the  principal  sum  with  the  legal  interest  thereon, 
the  contract  is  in  violation  of  the  statute  prohibiting  usury,  and  is 
void. — Browne  v.  Vredenbergh,  43  N.  K,  195. 

To  establish  usury,  some  consideration  in  addition  to  lawful 
interest  must  proceed  from  the  borrower.  It  is  not  enough  that 
the  lender  is  moved  by  consideration  of  collateral  benefits  to 
himself,  which  may  result  indirectly  from  the  transaction,  provided 
they’  are  not  a burden  imposed  upon  the  borrower,  and  to  which 
he  submits  as  the  means  of  obtaining  the  loan,  and  which  are 
intended  as  a compensation  to  the  lender  beyond  the  legal  rate 
of  interest. — Clarke  v.  Sheehan,  47  N.  K,  188. 

Where  parties  are  desirous  of  entering  into  a contract  for  their 
mutual  advantage,  the  mere  fact  that  a part  of  the  arrangement 
is  a loan  by  one  to  the  other  at  the  legal  rate  of  interest,  to 
enable  him  to  perform  his  part,  does  not  present  a case  of  usury, 
although  the  loan  would  not  have  been  made  except  as  part  of 
the  contract,  and  even  though  the  contract  would  not  have  been 
made  without  the  loan.  If  provision  is  made  for  full  compensa- 
tion to  the  borrower  for  all  he  may  do  under  the  collateral 
contract,  there  is  no  usury. — Ibid. 

The  provisions  of  the  act  prohibiting  corporations  interposing 
the  defense  of  usury  (chap.  172,  Laws  of  1850,)  only  prevent  the 
avoidance  by  a corporation  of  its  own  contract  upon  the  ground 
of  usury.  They  do  not  apply  to  a case  where  the  corporation 
succeeds  to  the  rights  of  a party  who  might  avail  himself  of  the 
provisions  of  the  usury  laws.  Where,  therefore,  property  is 
pledged  to  secure  a usurious  loan,  a corporation  succeeding  to 
the  rights  of  the  pledger  is  not  prohibited  from  demanding  and 
recovering  the  property  pledged. — M.  E.  Ji.  Bank  v.  C.  W.  Co., 
49  M K,  635. 
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No  privilege  of  immunity  from  the  usury  laws  of  the  States  is 
conferred  upon  National  banks  by  the  act  of  Congress  of  1864 
(13  Stat.  at  Large,  99);  and  a contract  for  a loan  made  in  this 
State  with  one  of  these  organizations,  by  which  it  reserves  a 
greater  rate  of  interest  than  seven  per  cent.,  is  void.  First 
National  Bank  v.  Lamb,  50  N.  K,  95. 

The  provision  of  Section  30  of  said  act,  limiting  the  forfeit- 
ure to  the  interest,  has  reference  only  to  the  preceding  sentence, 
which  prescribes  a rate  of  interest  in  those  States  and  Territories 
where  no  rate  is  fixed  by  law.  A construction  of  this  provision 
which  would  make  it  applicable  to  contracts  made  in  States 
where  the  rate  of  interest  is  regulated,  and  which  would  bring  it 
in  conflict  with  State  laws,  would  render  it  unconstitutional. — 
First  National  Bank  v . Lamb,  50  N.  K,  95. 

The  power  to  create  a corporation  as  an  appropriate  instrument 
for  the  execution  of  a constitutional  power  vested  in  the  federal 
government,  only  carries  with  it  authority  to  confer  upon  that 
corporation  such  privileges  or  immunities  from  State  laws  as  are 
necessary  to  enable  it  to  effect  the  legitimate  National  object  for 
which  it  is  created.  No  such  National  object  requires  that 
National  banks  should  exceed  the  rates  of  interest  fixed  by  the 
States,  and  no  immunity  from  State  usury  laws  is,  therefore,  neces- 
sary.— First  National  Bank  v.  Lamb,  50  N.  K,  95. 

Where  an  advance  is  made  in  one  place,  upon  a check  drawn 
upon  a bank  in  another,  no  question  of  usury  can  arise  out  of 
the  transaction,  as  there  is  no  loan  or  forbearance  of  money  for 
any  time  whatever. — Crocker  v.  Colwell,  46  N.  K,  212. 

By  the  provisions  of  section  3 of  the  usury  laws  of  this  State 
(1  R.  S.,  772,  Sec.  3),  the  right  of  action  of  a borrower,  who 
has  paid  usurious  interest,  for  the  recovery  of  the  excess,  is  ter- 
minated at  the  end  of  one  year,  and  is  then  transferred  to  the 
officers  named  in  section  4 (Allen  and  Folger,  J.  J.,  dissenting). — 
Palen  v.  Johnson  50  N.  X,  49. 

A loan  made  by  a bank  organized  under  the  laws  of  the  State 
of  New  York,  reserving  a greater  rate  of  interest  than  seven  per 
cent,  per  annum  is  not  void,  the  statute  of  this  State  passed  April 
9,  1870,  having  repealed  the  general  provisions  of  the  statutes  of 
this  State  in  respect  to  usury  as  to  such  institutions. 

The  entire  interest  which  the  loan  carries  is  forfeited  in  accord- 
ance with  the  laws  of  Congress  relating  to  National  banks  passed 
in  1864. — The  Farmers'  Bank  of  Fayetteville  v.  Hale  ti  al~> 
Onondaga  circuit,  May,  1873. 


( To  be  continued.) 
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THE  BANK  CLERKS’  ASSOCIATION  OF 
MISSOURI. 


President’s  Report. 

St.  Louis,  May  25,  1874. 

To  the  Members  of  the  Bank  Clerks'  Association. 

So  many  organizations  promising  largely  have  died  almost  in 
the  hour  of  their  birth,  that  the  Board  of  Management  feels  justi- 
fied in  congratulating  the  Bank  Clerks’  Association  on  this  its 
third  anniversary  meeting.  Never  having  indulged  in  loud  vaunts, 
it  has  pursued  the  even  tenor  of  its  way,  quietly  and  unobtru- 
sively carrying  out  the  purposes  of  its  founders,  and  is  now  about 
to  enter  upon  its  fourth  year  full  of  vigor,  and  possessing 
increased  means  of  usefulness. 

Finances. — The  financial  condition  of  the  Association  is  most 
encouraging,  in  this : that  it  has  met  its  obligations,  and  is 
stronger  than  a year  ago.  Beginning  the  year  with  £1,225.19, 
the  Treasurer  now  reports  a balance  in  his  hands  of  £ 1,798.30, 
an  increase  during  the  twelve  months  of  $573.11.  The  interest 
received  from  Third  National  Bank  paid  the  greater  part  of  our 
expenses.  The  latter,  $148  in  amount,  exceeds  what  will  ordi- 
narily be  the  case,  in  consequence  of  the  printing  of  the  new 
Constitution.  It  is  thought  that  hereafter  the  expenses  will  be 
easily  covered  by  interest  received. 

Membership. — The  Corresponding  Secretary’s  report  shows  an 
equally  satisfactory  state  of  affairs  as  to  our  membership.  At  the 
date  of  the  last  annual  report  there  were  146  members  in  good 
standing.  During  the  year  34  new  members  have  been  added, 
while  we  have  lost,  by  death,  2;  by  resignation,  3;  stricken  from 
the  rolls  for  non-compliance  with  the  conditions  of  membership* 
13;  leaving  the  number  now  in  good  standing  162;  an  actual 
increase  of  16.  If  an  Association  like  ours,  which  restricts  its 
membership  to  a class,  the  elements  of  which  are  constantly 
changing,  holc^  its  own  in  numbers,  it  is  in  a healthy  condition. 
Many  members  leave  the  employ  of  banks  for  other  pursuits; 
others  leave  the  State,  and,  old  ties  being  broken,  lose  interest  in 
the  Association,  and  permit  their  membership  to  lapse.  If  new 
members  in  sufficient  numbers  are  brought  in  to  replace  all  who 
are  dropped  from  our  rolls  the  organization  remains  strong;  if 
the  number  be  increased  it  is  a-  matter  for  special  congratulation. 
The  individual  members  could  do  much  towards  increasing  our 
numbers,  and  thereby  our  ability  to  render  aid,  if  they  would 
endeavor  to  influence  their  friends  who  are  eligible,  and  not  yet 
connected  with  us.  Our  rolls  should  have  300  St.  Louis  names 
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upon  them  instead  of  160,  and  could  be  so  extended  .if  mem- 
bers would  divest  themselves  of  the  idea  that,  having  paid  all 
dues  and  assessments,  no  further  obligation  to  the  Association 
rests  upon  them.  Your  Directors,  having  only  the  same  interest 
in  the  Association  as  yourselves,  and  serving  simply  “ for  glory," 
have  a right  to  expect  that  you  will  second  them  heartily  in  their 
efforts  to  promote  the  common  .welfare.  If  pride  in  the  Associa- 
tion is  not  sufficient  incentive,  a pardonable  selfishness  might  sug- 
gest that  each  name  added  to  our  rolls  adds,  also,  two  dollars  to 
the  benefit  in  case  of  death. 

It  can  easily  be  shown  that  the  payment  of  dues  and  assess- 
ments in  this  Association  is  a most  profitable  investment.  The 
bread  which  a man  throws  on  the  waters  here  will  come  back  to 
his  heirs,  even  though  it  be  after  many  days.  Scarcely  any  mem- 
ber can  expect  to  continue  among  us  for  forty  years,  yet  in  such 
a length  of  time  he  will  have  paid — 

Initiation  fee $ 2 50 

Forty  years’  dues 240  00 

And  retaining  the  membership  at  its  present  standard,  we  may  expect 

three  deaths  per  annum,  wnich,  for  forty  years,  at  $ 2 each,  will  be  240  00 

Making  total  payments $ 482  50 

The  Association  can  even  now  make  the  benefit  in  case  of 
death  $ 500,  and  will  be  able  to  increase  this  amount  from  time 
to  time  as  funds  accumulate  in  the  treasury.  From  all  of  which 
it  will  appear  to  be  nearly  impossible  for  any  member  to  live 
long  enough  to  pay  in  to  the  Association  as  much  money  as  the 
Association  will  pay  to  his  representatives  after  his  death. 

Permanent  Fund. — We  regret  that  the  duties  of  our  Trustees 
are  not  more  onerous.  The  custody  of  the  permanent  fund  gives 
them  but  little  trouble.  The  $ 100  reported  a year  since  still 
constitutes  the  fund : “ only  that,  and  nothing  more."  This  is  the 
case  despite  efforts  made  by  the  Board  to  increase  the  amount. 
At  its  first  meeting  a committee  was  appointed  to  solicit  subscrip- 
tions to  the  fund  from  the  banks  of  the  city.  A circular  was 
prepared,  being  an  exposition  of  the  nature  of  the  organization, 
its  objects  and  its  close  connection  with  the  banking  interests  of 
St.  Louis.  We  were  encouraged  to  hope  for  favorable  responses 
from  a number  of  the  banks,  when,  unfortunately,  a financial 
flurry,  local  to  St.  Louis,  occurred.  Several  business  houses  failed, 
entailing  losses  on  different  banks,  and  at  once  “contraction"  was 
the  word.  We  all  understand  that  a banker  says  NO  easier  than 
another  man,'  and  adheres  to  it  most  determinedly.  That  is  what 
they  said  to  us.  Scarcely  had  this  flurry  passed  when  the  great 
panic  of  which  it  was  the  forerunner  burst  upon  the  country,  and 
deprived  us  of  what  little  hope  remained.  The  times  were  out  of 
joint.  It  is  charitable  for  us  to  connect  our  lack  of  success  with 
the  failure  of  Jay  Cooke,  and  we  are  only  following  the  fashion 
in  doing  so.  Some  might  be  uncharitable  enough  to  ascribe  it  to 
a lack  of  sympathy  with  our  objects  among  bankers,  even  though, 
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on  the  heels  of  the  panic,  the  New  York  Associated  Banks  voted 
$ 10,000  to  the  permanent  fund  of  the  Bank  Clerks*  Association 
of  that  city.  When  time  has  demonstrated  the  permanence  of  our 
Association,  and  its  usefulness  as  one  of  the  benevolent  institutions 
of  the  city,  Dives  may  drop  us  a few  crumbs.  Until  then  we 
must  depend  upon  our  own  resources,  and,  accordingly,  feel  all 
the  prouder  over  our  success. 

New  Constitution. — The  committee  appointed  at  your  last 
annual  meeting  to  revise  the  Constitution  duly  reported,  and  the 
Constitution  as  revised  was  adopted  at  a meeting  of  the  Associa- 
tion held  November  18th  last,  and  went  into  effect  January  ist 
of  this  year.  The  principal  differences  between  the  old  and  the 
new  Constitutions  are — 

1 st. — The  assessment  on  each  surviving  member  in  case  of 
death  is  made  two  dollars,  instead  of  one  dollar,  a^  heretofore. 

2d. — New  memberships  are  restricted  to  residents  of  Missouri. 

By  means  of  the  increased  assessment  it  is  hoped  to  make  the 
amount  of  benefit  to  a deceased  member’s  family  $ 500,  even  at 
our  present  strength.  Deaths  are  not  so  frequent  as  to  make  this 
increase  a serious  burden  to  any.  Of  course,  as  the  Association 
enlarges  its  membership,  and  by  gradual  accumulation  becomes 
financially  stronger,  the  amount  of  benefit  will  be  in  a correspond- 
ing degree  increased. 

It  was  thought  desirable  to  restrict  as  to  residence  of  new 
members,  in  order  that  the’  Board  might  exercise  closer  supervi- 
sion over  applications.  For  the  same  reason  no  exertion  has 
been  made  to  secure  members  from  other  points  in  the  State, 
though  applications,  should  they  be  made,  would  be  treated  with 
careful  consideration.  The  change  does  not  affect  the  status  of 
those  gentlemen  from  other  States,  members  when  it  was  mader 
nor  will  it  apply  to  those  members  who  may  at  any  future  time 
remove  from  the  State. 

Deaths. — Since  the  last  annual  meeting  two  of  our  members 
have  died,  Henry  Ewing  and  Stewart  Steel.  It  was  Major 
Ewing’s  suggestions  through  the  public  press  which  led  to  the  for- 
mation of  this  Association,  and  he  remained  its  steadfast  friend. 
Mr.  Steel  was  also  one  of  the  originators  of  the  Association,  and 
had  been  prominent  in  its  councils.  The  assessments  provided  for 
by  our  laws  were  made,  and  the  proceeds  in  each  case  handed  to 
the  widow. 

Sundries. — It  affords  us  pleasure  to  state  that  no  call  has  been 
made  upon  us  to  afford  temporary  relief  in  any  case  of  distress, 
as  authorized  by  Article  xxn  of  the  Constitution. 

Mr.  Meysenburg,  elected  Recording  Secretary  one  year  ago, 
resigned  the  position,  and  its  duties,  by  direction  of  the  President, 
were  performed  by  Mr.  G.  D.  Barklage,  until  the  election  of  Mr. 
B.  W.  Darby  to  fill  the  vacancy. 

The  thanks  of  the  Association  are  due  to  the  officers  of  the 


Digitized  by  CjOOQle 


banker’s  magazine. 


[August, 


*S° 

Continental  Bank  and  Bartholow,  Lewis  & Co.,  for  the  free  use 
of  their  rooms  for  meetings  of  the  Association  and  Board  of 
Management  the  past  year. 

Attention  is  called  to  the  reports  of  the  Treasurer,  Correspond- 
ing Secretary  and  Recording  Secretary,  submitted  herewith. 

And,  in  conclusion,  the  President  desires  to  acknowledge  the 
courtesies  shown  him  by  all  connected  with  the  Association,  and 
to  return  his  thanks  to  his  fellow-officers  and  the  Board  of  Man- 
agement for  their  earnest  co-operation  in  all  measures  undertaken 
to  advance  the  interests  of  the  Association. 

Charles  R.  Goodin,  President . 


Terms  of  Membership. 

Any  person  folding  position  in  any  bank  or  banking  house, 
clearing  house,  or  United  States  Assistant  Treasurer’s  office  in  the 
State  of  Missouri  shall  be  eligible  for  membership,  subject  to  such 
regulations  as  shall  be  hereafter  provided  for;  and  any  member 
who  may  cease  to  be  connected  with  any  bank  or  office,  except 
for  disgraceful  or  dishonorable  conduct,  shall  not  forfeit  his  mem- 
bership so  long  as  he  continues  to  comply  with  the  requirements 
of  the  Constitution. 


Officers. 

President , Charles  R.  Goodin ; ' Vice-President,  George  D.  Bark- 
lage;  Recording  Secretary,  F.  W.  Risque;  Corresponding  Secretary , 
B.  W.  Darby ; Treasurer,  O.  E.  Owen. 

Directors , William  Kossack,  T.  F.  Stoewener,  Charles  Kern,  G. 
Daschel,  W.  W.  Bell,  W.  C.  Little,  H.  H.  Wemse,  G.  D’oench, 
T.  B.  Moore,  C.  S.  Jones,  H.  B.  Alexander,  F.  J.  Igelhart. 

Trustees , T.  A.  Stoddart,  E.  C.  Breck,  William  Shields,  T.  B. 
Edgar,  J.  H.  McCluney. 


Corresponding  Secretary’s  Report. 


Number  of  members  at  date  of  last  report 146 

New  members 34 

180 

Deaths ; 2 

Resignations  3 

Dropped  from  rolls 13 

18 

Present  membership 162 


W.  C.  Little,  Corresponding  Secretary . 
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NOTICES  OF  NEW  PUBLICATIONS. 


I.  The  Financial  Question. — A lecture  delivered  before  the  Young  Men's 
Lyceum,  at  Tarry  town,  by  Henry  SELIGMAN,  Esq. 

Mr.  Seligman  describes  concisely  the  condition  to  which  the  country  has 
been  brought  by  the  financial  policy  of  the  Government  as  follows : 

“ By  continual  legislative  meddling,  by  an  utter  disregard  of  the  laws 
of  supply  and  demand,  by  want  of  good  faith  in  carrying  out  the  spirit  of 
promises,  an  instability  of  values  has  been  established  which  compels  the 
merchant,  the  capitalist  and  the  banker,  even,  to  grope  in  perplexing  uncer- 
tainty on  this  vital  subject.  Guesswork  and  gambling  have  taken  the  place 
of  prudence  and  foresight  in  the  business  of  the  country.  Recklessness  and 
extravagance  rule,  instead  of  security  and  simplicity.  This  uncertainty  in  rela- 
tion to  fixed  intrinsic  values  involves  the  affairs  of  our  people  in  constant  and 
inextricable  difficulties.  It  practically  incites  a spirit  of  bankruptcy,  destruc- 
tive of  confidence  and  creait.  By  enriching  the  few  at  the  expense  of  the 
many,  it  opens  the  door  to  destitution,  social  degradation  and  general  public 
demoralization,  both  of  people  and  Government.” 

Keeping  this  sad  picture  in  view,  we  turn  to  another  page  of  Mr.  Selig- 
man’s  essay,  on  which  he  speaks  of  the  reduction  of  our  debt  from  2,758  mil- 
lion dollars  in  1865  to  2,149  millions  in  1873,  and  says: 

“The  financial  records  of  the:  world  show  no  such  remarkable  feat  as  this. 
Alone  it  stands  an  imperishable  record  of  the  boundless  resources  of  our 
country’s  good  faith  and  indomitable  courage  of  our  people.” 

Strange  to  say,  that  very  condition  of  demoralization  described  in  the 
former  paragraph  was  and  is  the  direct,  logical  result  of  the  “glorious  labor” 
of  paying  off  609  million  dollars  of  our  debt  in  eight  years!  It  is  now  no 
longer  the  opinion  of  any  economist,  that  this  rapid  extinguishment  of  the 
face  of  the  debt  has  been  of  any  service  to  the  country  whatever.  On  the 
contrary,  it  has  paralyzed  its  industry,  injured  our  permanent  resources,  and 
thrown  us  prostrate  into  the  “Slough  of  Despond,”  where  we  are  now  floun- 
dering. It  did  not  improve  our  credit  in  the  European  markets,  and  it 
ground  us  to  death  at  home.  Mr.  Chase  it  was  who  announced  the  theory 
that  “one  generation  has  no  right  to  create  debts  for  a subsequent  generation 
to  pay,”  which  has  about  as  much  sense  in  it  as  to  say  that  a man  has  no 
right  to  bequeath  a piece  of  real  estate  to  his  children  with  a small  mortgage 
upon  it  because  his  children  will  have  to  pay  the  mortgage.  The  utter 
absurdity  of  this  theory  in  application  to  our  debt  is  evident  from  two  facts 
<mly,  to  say  nothing  of  many  others  equally  pertinent:  1.  That  the  debt  was 
created  by  former  generations,  which  introduced  and  nurtured  slavery,  the 
cause  of  it;  and  2.  That  the  present  generation  has  given  its  best  blood,  infi- 
nitely more  costly  than  material  wealth,  to  remove  that  curse  out  of  the  way  of 
the  future.  It  has  added  more  than  its  due  share  of  material  wealth  to  both, 
in  establishing  that  liberty  and  newness  of  sound  life,  which  have  already 
made  the  National  estate  worth  far  more  than  it  was  before  the  debt  was 
contracted. 

We  commend  Mr.  Seligman’s  pamphlet  as  well  worth  reading.  It  abounds 
in  evidences  of  careful  thought  and  research.  Want  of  space  only  prevents 
°ur  making  more  liberal  quotations  from  it  in  this  number  of  the  magazine ; 
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but  we  shall  probably  recur  to  it  hereafter.  Of  the  plan  by  which  Mr.  Sei.ig- 
man  proposes  to  relieve  the  country  from  its  embarrassments  we  can  only 
say,  that  no  plan  which  contemplates  the  continued  existence  of  the  Independ- 
ent Treasury  can  ever  give  such  relief,  in  our  judgment.  In  the  following 
paragraph  he  seems  to  have  forgotten  that  monstrous  hoarding  concern: 

‘‘The  freedom  of  banking  under  Government  supervision  goes  hand  in  hand 
with  the  spirit  of  an  age  which  has  proclaimed  emancipation  of  mental  bond- 
age; an  age  wherein  the  commerce  of  the  world  seems  touching  a new  era; 
an  age  wherein  a development  of  energies  heretofore  unimagined  is  prevail- 
ing; an  age  wherein  nobody  hoards,  everything  is  invested  or  employed, 
directly  or  indirectly  forming  the  basis  of  business  operations.” 

II.  Tobin  s Bond  Tables.  J.  B.  Lippincott  & Co.,  Philadelphia . — These 
tables  show  the  per  centage  of  interest  yielded  by  investment  in  three  to  ten-per- 
cent. bonds,  having  from  one  to  thirty  years  to  run,  when  purchased  at  50® 
no  cents  on  the  dollar.  In  his  preface  the  author  gives  some  cases  as  illus- 
trations. A guardian  with  $7,200  to  invest  is  offered  seven-per-cent,  bonds, 
having  thirteen  years  to  run,  at  seventy-two  cents  on  the  dollar.  Referring 
to  the  proper  page  on  these  tables,  he  finds,  at  a glance,  that  his  average 
interest  will  be  12.714  per  cent.  A vast  amount  of  tedious  calculations  can 
be  saved,  and  to  the  busy  reckoner,  as  well  as  to  the  many  who  are  weak  at 
.figures,  this  book  should  be  most  welcome.  Price  $3. 

III.  Dean’s  Interest  and  Equation  Exponents , combined  Interest  and  Ai*tr- 
age  Tables*  Price  $5.  L.  L.  & Moses  King.  St.  Ix>uis. — By  the  use  of 
this  work  the  interest  of  any  sum,  at  any  rate  per  cent.,  for  any  time,  is 
ascertained  almost  at  a glance.  It  is  specially  adapted  to  the  purposes  of 
equation,  furnishing  a most  rapid,  simple  and  convenient  method  of  averaging 
accounts,  showing  either  the  average  date,  due  date,  interest  balance,  or  cash 
balance  of  accounts.  These  tables  will  average  any  account  that  can  be  aver-, 
aged  by  mental  process,  and  will  give  a rapid  and  reliable  proof,  as  they  con- 
tain three  separate  and  distinct  methods,  either  of  which  is  a perfect  test  of 
the  other.  The  work  is  comprised  in  a book  of  about  twenty-five  leaves,  with 
an  index  for  instant  reference,  and  contains  a complete  set  of  time  tables  for 
ordinary  and  leap  years. 

IV.  Exchdnge  Tables  for  converting  sterling  into  currency,  and  currency  into 
sterling  from  $4.55  to  $5.05  per  £.  By  Philip  N.  Harris.*  Price  $2. 
W.  A.  Leonard,  Ne w York.  This  is  a manual,  simple  and  concise,  showing 
the  values  of  sterling  money  under  the  new  system  of  computation.  The  gra- 
dations increase  one-half  cent  per  /,  corresponding  with  the  premiums  of  2)i 
to  13^  on  the  old  fictitious  par  of  $4.44  per  £.  This  little  book,  complete 
in  itself,  is  an  excellent  illustration  of  the  advantage  of  substituting  a simple 
method  for  a complex  and  cumbersome  one,  and  creates  fresh  wonder  that  a 
system  so  clumsy  as  the  old  one  could  have  been  long  tolerated. 

V.  The  Insurance  Blue  Book  for  1874.  C.  C.  Hine,  Ne~<o  York. — This 
valuable  work  contains  a large  amount  of  information,  not  only  for  the  insur- 
ance community,  but  for  the  business  public  in  general.  It  shows,  by  tabu- 
lated statemenls,  the  condition  of  the  companies  doing  business  in  the  United 
States ; gives  complete  synopses  of  the  Insurance  Laws  of  the  several  States ; 
contains  a directory  of  agents;  data  relative  to  Insurance  Departments,  Fire 
Departments,  the  National  Board,  and  a great  variety  of  interesting  material, 
of  which  a good  portion  is  contributed  by  eminent  insurance  men.  The  editor 
explains  some  delay  in  the  issue  of  the  Blue  Book  by  the  necessity  of  secur- 
ing exactness  in  the  tabulated  statements,  and  by  his  unwillingness  to  insert 
defective  reports  or  to  supply  lapses  by  guessing.  The  Blue  Book  is  gotten 
up  with  such  skill,  tact  and  good  taste  as  indicate  a thorough  understanding 
of  his  business  on  the  part  of  its  editor  and  publisher. 

[*  Orders  for  these  executed  at  the  office  of  the  Banker’s  Magazine.] 
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NEW  YORK  BANK  DIVIDENDS. 


Payable  July,  1873,  January  and  July , 1874. 

undivided. 


Capital  and  profits  of  each 


Name. 

National  Bank  of  Commerce $ 

Fourth  National  Bank 

Metropolitan  National  Bank 

Central  National  Bank 

Merchants’  National  Bank 

Bank  of  New  York,  N.  B.  A 

*Bank  of  America 

National  Park  Bank . 

Mechanics’  National  Bank 

Continental  National  Bank 

Phenix  National  Bank 

Ninth  National  Bank 

Importers  & Traders’  Nat.  Bank  .. 
Merchants’  Exchange  National  Bank 

Market  National  Bank 

Hanover  National  Bank 

National  Broadway  Bank 

National  Shoe  & Leather  Bank.... 

Tradesmen’s  National  Bank 

Third  National  Bank 

Tenth  National  Bank 

•Bank  of  North  America 

•Dry  Goods  Bank 

National  Butchers  & Drovers’  Bank 
Leather  Manufacturers’  Nat.  Bank. 

First  National  Bank 

Irving  National  Bank 

Seventh  Ward  National  Bank 

New  York  National  Exchange  Bank 
Manufacturers  8c  Merchants”  Bank. 

Bonk  of  the  Metropolis 

Chatham  National  Bank 

•People’s  Bank 

National  Citizens’  Bank 

Marine  National  Bank 

•North  River  Bank 

East  River  National  Bank 

Second  National  Bank 

Chemical  National  Bank 

•Oriental  Bank 

•Grocers’  Bank • 

Bowery  National  Bank 

•Produce  Bank 

Sixth  National  Bank 

New  York  County  National  Bank.. 

•Bull's  Head  Bank 

•West  Side  Bank 

•Eleven th^Ward  Bank 

Fifth  National  Bank 

Manufacturers  & Builders’  Bank... 


Capital. 
10,000,000  . 

5.000. 000  . 

4.000. 000  . 

3.000. 000  . 
3,000,000  . 
3,000,000  . 

3.000. 000  . 

2.000. 000  . 
2,000,000  . 

2.000. 000  . 

1.800.000  . 

1.500.000  . 

1.500.000  . 

1.235.000  . 

1.000. 000  . 
1,000,000  . 
1,000,000  . 
1,000,000  . 
1,000,000  . 
1,000,000  . 
1,000,000  . 
1,000,000  . 
1,000,000  . 

800.000  . 

600.000  . 

500.000  . 
500,000  . 
500,000  . 
500,000  . 
500,000  . 

500.000 

450.000  . 
412,500 

400.000 
400,000 

400.000 

350.000 

300.000 
300,000 
300,000 

300.000 

250.000 

250.000 

200.000 
200,000 

200.000 
200,000 
200,000 

150.000 
100,000 


July, 

1873. 

4 

5 
5 
4 

4 

5 

I 

5 

3# 

4 
7 

3 

5 

4 

12 

6 
6 
♦4 

None 

4 

■ 3# 


ts 

4 

3 

3 

None 


». Di  v id  end. v 

Jan.  July. 
1874.  1874. 
4.4$ 


• 3# 

- 4 

• 5 

• IS 
. 6 

.None 

- 5 

- 7 


3% 

X3# 

5 


4 

5 

4 

5 

l 

5 

3% 

4 


4 

5 
5 

\ 

3# 

4 


t 

3% 
t3 X 
5 


4 - 

5 - 
4 • 

4 • 

5 • 

I : 

5 - 

3 

4 - 

7 • 

4 - 

5 - 

4 - 

12  . 

6 . 

5 • 

4 • 


2 : 
t3  • 
5 - 

3 • 

None . 

4 

5 
5 
S 

3%- 
4 
7 

1 : 
f : 

3# 

4 

7 

3% 

4 


Profits. 

3,666,500 

1414,400 

2.378.000 

487.600 
1,136400 

1.208.000 
2,181,600 

1.450.200 
1,083,800 

387.500 

325400 

281,300 

1.652.200 
366,100 

515.500 

239.600  • 
2,104,700 

75L3«> 

593.700 

348.600 
. 84,600 
. 200,200 

66.500 

. 319.300 

. 696,100 

• 503.500 
. 198,100 

- 58.7oo 

41.500 
71,200 

. 57,800 

. 256,300 
. 262,100 
. 267,900 
. 234,700 

36.600 
. 192,600 

- 329,900 
.2,890,300 
. 351,600 

91,30° 

. 274,700 
. 15,800 

62.600 

* 335,000 

20,700 
. 53,000 

21.500 
. 100,600 

- 34,700 


Banks  with  a star  (*)  are  under  State  charter,  t In  gold,  t Quarterly  dividends. 

§ November,  1873.  Dividend  months  changed  from  May  and  November  to  January  and  July. 
II 
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BANKING  AND  FINANCIAL  ITEMS. 

The  Treasury  Decision,  that  the  National  banks  will  be  permitted  to 
make  good  amounts  charged  to  the  five-per-cent,  fund  for  the  redemption  of 
their  notes,  by  remittances  of  National  bank  notes,  saves  the  expense  of  re- 
mitting legal-tender  notes  from  the  Treasury  Department,  in  return  for  the 
bank  notes  redeemed,  and  of  the  return  of  legal  tenders  by  the  banks  to  make 
good  the  fiye-per-cent.  fund.  But  as  the  senders  must  lose  the  interest  on 
the  sums  transmitted,  while  in  transit,  it  is  not  to  be  wondered  at  that  the 
offerings  for  redemption  at  the  Treasury,  to  this  date,  amount  only  to  some 
seven  million  dollars.  Experience  only  can  show  whether  the  new  law  is  to 
make  the  currency  more  elastic  or  not.  If  the  National  banks  would  hasten 
the  day  of  safety  and  soundness  in  finance,  they  can  serve  the  whole  country 
by  adopting  the  practice  of  forwarding  for  redemption  all  the  surplus  notes  of 
other  banks  that  come  into  their  possession.  Practically  they  have  the  matter 
in  their  own  hands. 

The  Freedman’s  Savings  and  Trust  Company.— On  July  1st,  the  Trus- 
tees of  this  institution  voted  to  place  its  affairs  in  the  hands  of  three  commis- 
sioners, for  the  purpose  of  winding  up  its  business.  Since  the  panic  of 
September,  1873,  it  has  been  so  seriously  crippled  that  recovery  was  plainly 
doubtful,  and  its  condition  is  now  regarded  as  one  of  hopeless  insolvency.  The 
Commissioners  are  now  engaged  at  Washington  examining  the  books  of  the 
company.  They  will  shortly  issue  to  those  interested  a circular  giving  a state- 
ment of  what  they  expect  to  be  able  to  do,  and  urging  them  not  to  sacrifice 
but  retain  their  claims  until  the  affairs  of  the  institution  can  be  arranged. 
The  Commissioners  are  said  to  hope  that  nearly  the  whole  amount  of  the  in- 
debtedness* will  be  paid. 

An  examination  of  the  reports  of  the  bank  and  its  branches  compels  the 
conviction  that  the  administration  of  its  affairs  has  been  very  inefficient,  while 
great  negligence  and  confusion  in  accounts  have  existed.  The  bank  seems 
to  have  habitually  violated  the  provision  of  its  charter  prohibiting  it  from 
making  loans  except  upon  real  estate,  and  out  of  the  total  resources  of 
$3,227,510,  the  amount  of  $6i2,I37  is  composed  of  assets  of  illegal  character. 
A deficiency  of  $2I7,886,  reported  on  Marcn  10th  by  Mr.  C.  A.  Meigs,  Bank 
Examiner,  is  increased  by  the  reports  of  the  branches  subsequently  received, 
till  the  total  deficiency  is  placed  at  $ 58^470 ; or,  in  other  words,  to  meet 
liabilities  of  $3,338,896,  the  net  resources  amount  to  only  $2,756,425.  This 
estimate  of  the  deficit  is  based  to  a large  extent  upon  schedules  of  losses  by 
bad  and  doubtful  debts,  and  may  be  inaccurate,  but  the  fear  is  that  it  is  more 
rather  than  less. 

A writer  in  the  Port  Royal  Commercial,  who  signs  himself  “A  Former  Offi- 
cer and  Trustee”  of  the  Freedman’s  Bank,  gives  a long  history  of  the  bank 
and  the  causes  of  its  failure.  He  says : 

“ The  history  of  this  bank  is  better  known  here  in  Beaufort  than  anywhere 
else.  Here  it  had  its  root;  for  here  was  established  the  original  bank  for 
the  benefit  of  the  Freedmen,  whose  success  unfortunately  attracted  the  atten- 
tion of  those  persons  who  finally  obtained  control  of  it  and  ruined  it.”  He 
also  shows  by  the  records  “that  instead  of  the  weak  branches  having  crippled 
the  bank,  as  claimed  by  the  managers,  the  central  office  has  drag  Fed  down  the 
branches.  All  their  deposits  were  sucked  into  the  maelstrom  at  Washington  to 
be  manipulated  by  men  grossly  ignorant  of  the  rudiments  of  finance.” 

Among  the  many  financial  warnings  of  the  past  memorable  year,  this  failure 
stands  significant.  There  were  in  1873  over  seventy  thousand  depositors,  of 
whom  about  ninety  per  cent,  were  freedmen  and  women  scattered  over  the 
country.  The  pecuniary  loss  to  these  is  a heavy  calamity,  but  not  the  worst 
resulting  evil.  A greater  lies  in  the  destruction  of  their  confidence  in  all  sav- 
ings banks,  and  in  the  utter  discouragement  of  those  habits  of  thrift  and 
economy  which  are  all  important  to  the  freedman.  • 
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The  New  York  Banks. — The  following  is  an  abstract  of  the  quarterly 
statements  of  the  National  banks  of  the  city  of  New  York: 


Liabilities. 

' 

Capital 

May  1,  1874. 

jMHi  26,  1874. 

$ 68,500,000 
33446,200 
. 27,326400 

$ 68,500,000 

34490,800  . 

26,298,300 

Due  banks 

Due  depositors . v 

100,567400 

122,226,100 

623,000 

100,359, COO 
123,696,800 
123,100 

Unpaid  dividend*. 

Totals 

$ 352,689,100 

$ 353468.5°° 

Resources. 

Loans  and  discounts 

$ 205,505,700 

$202,362,200 

Stocks,  bonds  & mortgages 
Real  estate 

4443L700 

8,576,600 

46,206,300 

8,479400 

Due  from  banks 

i4^53.5«> 

7,698,700 

16,923,700 

Cash  items  and  bank  notes 

7,5«»IO° 

Specie 

25,041400 

15,514,600 

Legal  tenders 

46,619,500 

56,313,100 

Overdrafts 

362,000 

151,100 

Totals 

$352.689>IO° 

• .. 

$ 353,468,500 

The  Ocean  Bank  Investigation. — The  Sub-Committee  appointed  by  the 
Committee  on  Banking  and  Currency  of  the  House  of  Representatives  to  in- 
vestigate the  affairs  of  the  Ocean  National  Bank,  concluded  their  labors  shortly 
before  the  adjournment  of  Congress.  No  report  was  made,  because  the 
stenographer  was  unable  to  prepare  the  testimony  in  season.  Gentlemen  who 
conducted  the  examination  say  that  the  evidence  fully  exonerates  Mr.  Knox, 
the  Comptroller  of  ihe  Currency,  and  Mr.  Theodore  M.  Davis,  Receiver  of 
the  Bank,  and  shows  that  the  affairs  of  the  bank  had  been  managed  skillfully, 
honestly  and  in  the  interest  of  the  depositors  and  stockholders.  The  Re- 
ceiver’s accounts,  and  his  statement  of  the  assets  of  the  bank,  disposed  of  and 
remaining  on  hand,  were  fully  examined,  verified  and  approved  by  Messrs.  F. 
D.  Tappan,  President  of  the  Gallatin  National  Bank;  J.  D.  Vermilye,  Presi- 
dent of  the  Merchants’  National  Bank,  and  Charles  A.  Meigs,  Bank  Exami- 
ner. It  is  stated  that  the  complaints  against  the  Receiver  came  from  persons 
who  obtained  from  the  bank  before  its  failure  more  than  $500,000  on  pledge 
of  bonds  and  stock  of  the  Portage  Lake  Ship  Canal  Company.  The  money 
so  obtained  has  not  been  repaid,  and  those  who  owe* it  have  resisted  every 
attempt  of  the  Receiver  to  collect  it,  and  they  have  made  repeated  efforts  to 
have  mm  removed.  It  is  affirmed  that  the  Receiver  will  be  able  to  pay  the 
creditors  of  the  bank  in  full  if  not  interfered  with. 

Arrest  of  a Bank  President. — Mr.  George  Ellis,  formerly  President  of 
the  late  Commonwealth  National  Bank,  was  arrested  June  30th.  The  indict- 
ment simply  charges  Mr.  Ellis  with  misapplying  the  funds  of  the  National 
Bank  Of  the  Commonwealth,  but  the  specific  charge  against  him  is  said  to  be 
that  in  December,  1872,  while  he  was  President  of  that  bank,  he  used  $53,000 
of  its  money  to  buy  its  own  stock.  He  then  deposited  this  stock  with  the 
Security  Bank,  and  drew  against  it  as  collateral.  It  is  also  alleged,  though  not 
in  the  indictment,  that  Mr.  Ellis  made  or  caused  to  be  made  false  entries  in 
the  books  of  the  National  Bank  of  the  Commonwealth,  to  conceal  the  fact  that 
he  had,  in  violation  of  the  Banking  act,  used  the  bank’s  money  to  purchase 
its  own  stock. 

New  York. — The  German  firm  of  Lassing,  Wies  & Co.,  doing  a banking  • 
business  on  Chatham  street,  suspended  payment  on  Saturday,  June  27th.  A 
former  partner  took  possession  of  everything  found  in  the  banking  house, 
claiming  it  under  a judgment  for  money  advanced.  The  present  (or  rather  the 
absent)  partners  have  taken  to  flight,  leaving  no  assets  for  the  unfortunate 
creditors. 
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New  York. — The  assessed  value  of  real  and  personal  estate  in  the  citv  and 
county  of  New  York  is  reported  at  $ 1,754,000,000,  an  increase  of  $ 24,788,000 
on  the  valuation  of  last  year. 

The  First  National  Bank  of  Washington.— On  the  application  of  E. 
L.  Stanton,  receiver  of  the  First  National  Bank  of  Washington,  for  authority 
to.  sell  the  lot,  building  and  fixtures,  Mr.  H.  D.  Cooke  testified  that  the 
building  was  built  by  Jay  Cooke  & Co.,  and  sold  to  the  First  National  Bank, 
in  which  they  were  interested  as  stockholders;  that  it  cost  $80,000  when 
labor  and  material  were  much  lower  than  at  preset  It  was  probable  that 
the  bank  would  resume  business,  and  if  so  they  would  require  the  building. 
The  court  decided  on  July  22d,  that  the  price  offered,  $80,000,  was  not  suf- 
ficient, and  that  at  least  $100,000  should  he  realized.  The  sale  is  therefore 
postponed  until  December.  The  receiver  expects  to  declare  a dividend  of  20 
per  cent,  in  a.  few  weeks,  making  70  per  cent,  in  all. 

The  Illinois  Free  Banking  Law. — A Springfield  telegram  to  the  Chi- 
cago Times  gives  some  interesting  facts  regarding  the  free  banking  law  of 
1851.  It  is  generally  supposed  that  the  act  had  been  repealed  in  1857,  but 
such  is  not  the  case.  Only  last  winter  was  a repealing  act  passed,  which 
went  into  effect  on  Julv  1st.  But  it  became  known  that  bank  charters 
obtained  under  the  old  law  would  be  valuable  property,  as  the  law  is  very 
* liberal  in  relation  to  buying  and  holding  real  estate,  and  the  liability  of  stock- 
holders— more  liberal  than  any  future  law  will  ever  be.  A large  number  of 
persons,  therefore,  proceeded  to  “organize”  banks  under  the  law,  and  during 
the  last  week  in  June  nearly  a hundred  charters  were  granted.  These  char- 
ters are  more  valuable  than  National  bank  charters,  and  will  be  sold  out, 
doubtless,  to  those  who  can  make  profitable  use  of  them. 

The  National  Banks  of  Chicago,  by  their  statements  of  June  26,  pub- 
lished in  accordance  with  the  call  of  the  Comptroller  of  the  Currency,  exhibit 
a much  stronger  condition  than  on  May  1.  The  percentage  of  cash  means 
to  deposits  has  risen  from  fifty-seven  to  sixty-one  per  cent,  A slight  decrease 
of  loans  (from  $24,270,870  to  $24,111,620),  and  an  increase  in  deposits 
($20,713,017  to  $33,169,820)  are  usual  during  the  summer.  The  reserves 
($8,013,911)  held  by  the  banks  are  much  in  excess  of  the  legal  require- 
ments. The  statement  shows  that  the  banks  of  Chicago,  taken  altogether,  are 
very  strong. 

The  Bank  of  Chicago,  formerly  the  National  Loan  and  Trust  Company, 
has  gone  into  liquidation.  This  bank  was  started  several  years  ago  by  a 
stock  company,  under  a liberal  charter.  One  department  was  devoted  to  gen- 
eral business,  and  another  to  savings  and  special  deposits.  Mr.  I.  P.  Coates 
was  appointed  assignee  on  10th  July,  with  full  powers  to  convert  the  assets 
into  cash. 

Illinois. — The  old  established  banking  firm  of  W.  F.  Thornton  & Son, 
at  Shelbyville,  who  know  the  value  of  promptness  in  correspondence,  offer 
their  services  for  collections  in  Shelby  and  adjoining  counties.  Their  references 
will  be  found  in  their  card  on  the  cover  of  this  number. 

Nashville. — Messrs.  Sawyer,  McCracken  & Co.,  successors  to  Hay,  Broth- 
ers & Co.,  offer  facilities  to  correspondents  seeking  investments  in  good 
mortgages,  as  well  as  to  those  having  collections  for  that  vicinity.  Their 
card  will  also  be  found  on  our  cover  sheets. 

New  Laws  of  Illinois. — Among  the  laws  passed  by  the  last  Illinois 
Legislature  were  the  following,  regulating  contracts,  warehouse  receipts,  &c., 
of  which  we  give  the  substance.  They  went  into  effect  on  July  1st. 

Gambling  in  Grain , Stocks , Gold,  Etc . — Whoever  contracts  to  have,  or  give 
. to  himself  or  another,  the  option  to  sell  or  buy,  at  a future  time,  any  grain  or 
other  commodity,  stock  of  any  railroad  or  other  company , or  gold , or  forestalls 
the  market  by  spreading  false  rumors  to  influence  the  price  of  commodities 
therein,  or  corners  the  market,  or  attempts  to  do  so  in  relation  to  any  of 
such  commodities,  shall  be  fined  not  less  than  $10  nor  more  than  $1,000,  or 
confined  in  the  county  jail  not  exceeding  one  year,  or  both ; and  all  contracts 
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made  in  violation  of  this  section  shall  be  considered  gambling  contracts,  and 
shall  be  void . 

Fraudulent  Warehouse  Receipts . — Whoever  fraudulently  makes  or  utters  any 
receipt  or  other  written  evidence  of  the  delivery  or  deposit  of  any  grain, 
flour,  pork,  or  other  goods,  or  merchandise,  upon  any  wharf  or  place  of  stor- 
age, or  in  any  warehouse,  or  other  building,  when  the  quantity  specified 
therein  has  not,  in  fact,  been  delivered  or  deposited  as  stated  in  such  receipt, 
and  is  not,  at  the  time  of  issuing  the  same,  still  in  store,  and  the  property  of 

the  person  to  whom  the  receipt  is  issued,  or  for  the  whole  or  any  part  of 

which  any  other  receipt  is  outstanding,  shall  be  imprisoned  in  the  penitentiary 
not  less  than  one  nor  more  than  ten  years. 

Removal  of  Goods. — Whoever,  having  given  any  such  receipt  or  written  evi- 
dence of  deposit  or  storage  or  being  in  the  possession  or  control  of  such 
property,  shall  sell,  incumber,  ship,  transfer,  or  in  any  manner  remove  from 
the  place  of  storage,  any  such  goods,  wares,  or  merchandise,  without  the 
written  consent  of  the  holder  of  such  receipt,  except  in  cases  of  necessity  for 

the  purpose  of  saving  such  property  from  loss  or  damage  by  tire,  flood,  or 

other  accident,  shall  be  imprisoned  in  the  penitentiary  not  less  than  one  nor 
more  than  ten  years. 

Taxation  of  Capital  Stock. — The  Supreme  Court  of  Illinois  has  rendered 
a decision  in  the  case  of  Porter  et  al  against  The  Rockford,  Rock  Island  & 

St  Louis  Railroad  Company,  which  is  an  important  one  as  it  sustains  the 
State  Board  of  Equalization  in  taxing  the  capital  stock  of  this  company  and  m 
virtually  decides  similar  cases.  The  decision  concludes  as  follows: 

Even  from  the  appellant’s  own  showing  it  is  difficult  to  conceive  that  this 
assessment  does  it  injustice.  The  capital  stock  paid  in  is  presumed  to  have 
been  used  in  the  corporate  business,  and  this  indebtedness  could  not  have 
been  created  for  other  than  corporate  purposes.  But,  be  this  as  it  may,  we 
are  convinced  from  the  allegations  in  the  bill,  taken  in  connection  with  the 
accompanying  exhibit,  that  the  valuation  of  the  appellee’s  property,  as  made 
by  the  Board  of  Equalization,  is  not  so  unjust  or  oppressive  as  to  be  sufficient 
evidence  of  fraud  on  the  part  of  the  boara  to  justify  us  in  restraining  the  col- 
lection of  the  tax  imposed  upon  it.  Some  further  objections  are  urged,  on  the 
ground  that  the  corporators  were  not  informed  of  the  meeting  of  the  Board 
of  Equalization.  Tne  constitution  does  not  provide  that  the  Legislature  shall 
require  that  persons  or  corporations  whose  property  shall  be  assessed  for  tax- 
atitm,  shall  be  notified  of  the  assessment;  but,  in  the  case  of  the  Western 
Union  Telegraph  Company  against  Leib,  where  the  Board  of  Equalization 
assessed  the  capital  stock,  the  court  held  that  the  Board  of  Equalization  is 
empowered  to  assess  for  taxation  the  capital  stock  of  such  corporations  as  are 
created  by,  or  under,  the  laws  of  Illinois ; and  that  the  shares  of  stock  in 
such  corporations  are  not  liable  to  be  assessed  for  taxation;  but  that  persons 
residing  in  this  State,  owning  shares  of  stock  in  corporations  created  by  the 
laws  of  other  States,  must  be  taxed  only  for  the  value  of  such  shares ; that 
the  assessment  for  the  taxation  of  the  capital  stbek  of  *the  Western  Union 
Telegraph  Company,  a foreign  corporation,  is  unauthorized  by  law  and  void, 

^d  that  the  collection  of  the  tax  levied  upon  it  must  be  enjoined  in  the  va- 
now  counties  of  the  State. 

Indiana. — The  banking  firm  of  W.  J.  Lowry  & Co.,  Evansville,  was,  on 
the  15th  of  July,  dissolved  by  the  withdrawal  of  Samuel  Bayard  (Vice-Presi- 
dent of  the  Evansville  National  Bank)  and  Philip  C.  Decker  (Cashier  of  the 
Ueromn  National  Bank.)  The  business  of  the  house  is  continued  by  S.  P. 
Gillett  and  Leroy  Swormstedt  under  the  old  firm  name. 

Check  Raising. — Several  firms  of  New  Orleans  are  reported  to  have  suf- 
fered through  one  Mr.  Joseph  Weidner,  who  has  been  a broker  in  that  city  for 
^e  time.  He  did  very  little  business,  but  was  regarded  as  an  honest  and 
weU-meanmg  young  man.  The  trick  is  an  old  one.  Drawing  three  checks  on 
the  Hibernia  Bank  for  $41.50,  $71  and  $38,  he  changed  these  to  larger' 
^Bounts  by  removing  the  dots  between  the  dollars  and  cents.  Thus  $41.50  be- 
canm.$4i5o,  and  $38.00,  $3800.  Before  this  he  had  the  checks  for  the  smaller 
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amounts  certified  bv  the  banks.  When  changed,  they  bore  all  the  appearance 
of  perfectly  good  cnecks,  and  Weidner  found  no  difficulty  in  negotiating  them. 
Besides  the  moneys  obtained  in  this  manner,  it  is  believed  that  Weidner  car- 
ried off  some  $ 15,000  to  $20,000  in  bonds,  etc. 

The  practice  of  some  tellers  in  certifying  checks  without  plainly  stating  the 
amount  for  which  marked  good,  is  a grossly  careless  one  which  no  hurry  will 
justify.  Business  ought  to  be  transacted  rightly  or  not  at  all. 

Maryland. — Semi-annual  dividends,  payable  in  July,  have  been  declared  by 
Baltimore  banks  as  follows : Citizens*  National  Bank,  six  per  cent. ; Farm- 

ers & Merchants*  National,  five;  Merchants*  National,  five;  National  Bank 
of  Baltimore,  six;  National  Exchange,  five;  National  Farmers  & Planters*, 
six;  National  Union  Bank  of  Maryland,  four;  Third  National,  five;  Western 
National,  six;  Bank  of  Commerce,  two-and-a-half Chesapeake  Bank,  four; 
Franklin  Bank,  three ; German- American  Bank,  five;  Union  Banking  Co., 
six  per  cent. 

Removal. — At  a meeting  of  the  stockholders  of  the  Central  National 
Bank  of  Baltimore,  held  July  15th,  action  was  taken  authorizing  the  with- 
drawal of  the  bank  from  business  in  Baltimore,  and  application  to  be  made 
for  a change  of  title,  and  its  transfer  to  New  York. 

This  bank  commenced  business  in  March,  1871.  It  has  paid  thirty  per  cent, 
dividend  in  cash  ; can  now  pay  its  deposits  in  cash  in  full,  and  pay  its  stock- 
m holders  in  full  and  a premium.  It  is  therefore  not  surprising  that  after  trans- 
acting the  business  above  stated,  it  was 

Resolved , that  the  thanks  of  the  stockholders  of  this  bank  are  hereby  ten- 
dered to  James  O’Connor,  Esq.,  President,  for  the  energy,  integrity  and  ability 
he  has  shown  in  the  successful  management  of  this  bank,  and  their  good 
wishes  for  him  officially  and  personally. 

The  Law  of  Guaranty. — A law  of  the  last  session  of  the  Massachusetts 
Legislature,  which  went  into  effect  July  30th,  enacts  that  all  persons  becoming 
parties  to  promissory  notes  payable  on  time  by  a signature  in  blank  on  the 
back  thereof,  shall  be  entitled  to  notice  of  non-payment  the  same  as  indorsers. 

More  Irregularities. — John  P.  Barker,  cashier  of  the  First  National 
Bank  of  New  Bedford,  Mass.,  was  removed  July  7th,  in  consequence  of  a state- 
ment of  irregularities  made  to  the  Directors  by  Bank- Examiner  Needham. 

The  deficit  has  been  made  good  by  friends  of  the  cashier,  and  no  loss  falls 
upon  the  bank.  The  amount  is  stated  at  $20,000.  Barker  is  nearly  sixty 
years  of  age,  and  has  been  cashier  about  twenty  years. 

St.  Louis. — The  subjoined  aggregate  statement  of  the  condition  of  the  60 
banks  in  the  city  of  St.  Louis,  on  the  first  day  of  July,  1874,  has  been  com- 
piled from  public  and  private  statements,  by  Mr.  E.  Chase,  Manager  of  the 
Clearing  House. 

Capital  Savings 

and  and  Time  Demand  Loans  and  Cask  and 
Surplus.  Deposits.  Deposits.  Discounts.  Exchange . 

7 National  banks $ 7,655,800  . $ 948,628  .$  6,782,682  .$  10,794,622  .$  3,855,923. 

,32  other  banks 10,434,634  . 11,325,028  . 14,836,869  . 29,025,985  . 6,954,180 

39  banks  in  Gearing  House  ..  18,090,434  . 12,273,656  . 21,619.551  . 39,820,607  . 10,810,103 

21  “ notin  “ 1,273,481  . 2,687,347  . 2,742,808.  5,455,854  . 1,169,189 


60  banks  aggregates >9,363,915  . 14,961,003  . 24,362,359  . 45,276,461  . 11,979,292 

60  “ 1 Jan.,  1874  19,176,595  . 14,214,478  . 22,172,300  . 40,886,211  . 12,109,421 

Increase  last  6 months $187,320  . $746,525  $2,190,059.  $4,390,250  — 

Decrease  “ “ — — - $ 130,139 

The  7 National  banks  have  deposited  $4,107,800,  bonds,  as  security  for  cir- 
culation, $3,625,470.  The  aggregate  of  exchange  on  Eastern  cities,  Chicago 
and  New  Orleans,  purchased  by  the  banks  from  1 January  to  1 July,  1874, 
was  $121,994,773.  • 
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Nebraska. — At  a meeting  of  the  Board  of  Directors  of  the  First  National 
Bank  of  Omaha,  held  July  8th,  Mr.  Augustus  Kountze,  late  Cashier,  was  elected 
Second  Vice-President,  and  Mr.  H.  W.  Yates  was  chosen  Cashier  in  place  of 
Mr.  Kountze.  Mr.  _E.  Creighton  continues  to  be  President,  and  Mr.  H. 
Kountze,  Vice-President  as  heretofore. 


New  Jersey. — An  unsuccessful  attempt  to  defraud  the  First  National  Bank 
of  Hoboken  was  made  July  17th,  by  a man  calling  himself  J.  R.  Sheldon.  Pre- 
senting a letter  of  introduction,  apparently  from  Morton,  Bliss  & Co.  of  New 
York,  and  depositing  their  certified  check  for  $ 7,000  on  the  Tenth  National 
Bank  of  New  York,  he  desired  to  open  an  account.  When,  however,  he  pro- 
posed to  draw  out  $2400  in  currency,  the  cashier,  Mr.  Liliendahl,  declined 
until  Messrs.  Morton,  Bliss  & Co.  could  be  communicated  with.  The  new 
customer,  declaring  that  he  must  make  a payment  that  afternoon,  was  allowed 
to  withdraw  the  check  and  went  away  ostensibly  to  open  his  account  in 
some  other  bank.  When  inquiry  was  made  it  was  found  that  both  the  check 
and  the  letter  were  forgeries. 

Ohio. — Mr.  James  A.  Orcutt  has  been  elected  President  of  the  Defiance  Na- 
tional Bank,  to  fill  the  vacancy  caused  by  the  death  of  Mr.  Virgil  Squire.  Mr. 

gshua  P.  Ottley  takes  the  place  of  Mr.  Orcutt  as  Vice  President;  Mr..  E. 
uire  being  Cashier  as  heretofore. 


Vermont. — The  stockholders  of  the  Vermont  and  Canada  Railroad  on  the 
8th  July,  voted  to  sell  the  road  to  the  Central  Vermont  Railroad  Company  for 
$3,000,000,  payable  in  bonds  having  thirty  years  to  run,  with  interest  at  the 
rate  of  six  per  cent,  per  annum.  An  animated  discussion  took  place  upon  the 
probity  of  the  purchasers  and  their  capability  to  pav  the  sum  agreed  upon. 
The  stockholders  of  the  Central  Vermont  Railroad  also  held  a meeting,  at  the 
same  place,  «nd  concluded  to  ratify,  the  action  of  both  boards  of  directors. 


Virginia. — The  Controller  of  the  Currency  has  declared  a dividend  of  35 
per  cent,  to  the  creditors  of  the  late  First  National  Bank  of  Petersburg,  Va. 
This  is  the  second  dividend,  and  makes  a total  of  60  per  cent. 


\Vrst  Virginia. — The  stockholders  of  the  Merchants’  National  Bank  at 
Wheelhg  voted  on  July  7th,  to  wind  up  its  affairs.  A large  amount  of  its 
«inds  being  tied  up  in  unproductive  real  estate  taken  on  account  of  old 
claims,  and  other  assets  yielding  little  or  no  revenue,  the  bank  could  no 
longer  be  expected  to  pay  the  usual  dividends.  In  view  of  this  fact,  and  of 
the  high  price  now  to  be  obtained  for  Government  bonds,  it  was  deemed  ad- 
visable that  the  bank  go  into  liquidation.  Some  of  the  stockholders  have  or- 
ganized the  Exchange  Bank  of  Wheeling,  with  a capital  of  $200,000,  which 
*ill  succeed  to  the  business  of  the  old  bank. 


Merchants’  Bank  of  Canada. — The  annual  mating  of  the  shareholders  of 
the  Merchants’  Bank  was  held  at  the  banking  house  in  Montreal  on  July  7th. 

Sir  Hugh  Allan,  President,  read  the  annual  report  of  the  Board  of  Direc- 
tors, which  announced  that  the  directors  have  declared  a dividend  of  five  per 
cent  for  the  past  half  year.  The  banking  law  requires  that  the  Rest  must 
wncmnt  to  twenty  per  cent,  on  the  paid-up  capital  before  a larger  dividend 
than  eight  per  cent,  per  annum  can  be  paid.  The  Rest  of  this  bank  is  now 
twenty-five  per  cent,  on  the  paid-up,  or  twenty  per  cent,  on  the  nominal 
capital.  The  net  profit  made  during  the  past  year  was  $940,968.36,  or  a little 
over  thirteen  per  cent,  on  the  average  capital.  Besides  the  appropriation  to 
Best,  $150,000  was  also  written  off  to  cover  possible  losses,  leaving  the  fur- 
ther sum  of  $32,505  to  credit  of  contingent  fund. 

The  death  of  one  of  the  directors  has  occurred  during  the  year — Mf . E. 
Atwater,  whose  sound  judgment  and  assiduous  care  were  of  much  service. 

The  Board  of  Directors  now  consists  of  the  following  gentlemen : Sir  Hugh 
Allan,  President;  Hon.  John  Hamilton,  Vice-President;  Messrs.  Damase 
Masson,  Andrew  Allan,  W.  F.  Kay,  Hector  McKenzie,  and  Adolphe  Roy. 
Jackson  Rae,  Esq.,  is,  as  heretofore,  the  General  Manager. 
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The  New  Law  of  Bills  and  Notes  in  Canada,  which  comes  into  ope- 
ration on  the  first  of  August,  introduces  some  important  changes.  The  old  law 
was  that  notice  of  the  dishonor  of  a bill  or  note  should  be  sent  to  the  resi- 
dence or  place  of  business  of  the  party  for  whom  it  was  designed,  and  when 
the  notice  was  transmitted  by  post  it  was  necessary  to  show  that  the  letter 
was  so  directed  as  to  reach  tne  party  in  due  course  of  post.  Under  the  new 
act  it  is  sufficient  to  address  the  notice  of  dishonor  in  due  time  to  the  party 
entitled  thereto  “at  the  place  at  which  such  bill  or  note  is  dated.”  If  the 
party  entitled  to  notice  has  under  his  signature  on  the  bill  or  note  designated 

another  place  to  which  the  notice  may  be  sent,  then  it  will  be  sufficient  to 

send  it  to  the  place  designated.  The  new  act  does  away  with  the  necessity 
of  giving  notice  of  dishonor  at  the  place  of  business  or  residence  of  the  party 
entitled,  unless  the  note  or  bill  is  dated  at  such  place.  If  the  note  or  bill  is 
not  dated  at  the  place  of  residence  or  business  ol  the  party  entitled  to  notice, 
under  the  new  law  the  notice  must  be  sent  to  the  place  where  the  note  is 
dated.  The  new  law,  shortly  stated,  amounts  to  this:  the  place  of  the  date 
of  the  note,  irrespective  of  residence  of  the  party,  is  the  place  to  which  notice 
must  be  sent,  but  a party  entitled  to  notice  may,  under  his  signature  on  the 
note,  specify  any  place  he  chooses,  irrespective  of  his  residence  or  the  place 

where  the  note  is  dated,  and  then  notice  must  be  sent  to  the  place  so 

specified. 

The  act  also  makes  an  important  alteration  in  regard  to  stamping  notes. 
The  old  law  was  that  a subsequent  party  to  the  note  might  affix  the  proper 
stamps  or  pay  double  duty  if  tne  note  was  not  sufficiently  stamped  in  the  first 
place;  but  it  was  doubtful  on  the  authorities  whether  the  payee  would  be 
such  subsequent  party.  Now  “any  holder,”  whether  he  is  the  payee  or 
endorser  of  the  note,  may  avail  himself  of  all  the  privileges  of  stamping  given 
by  the  old  law. 

Under  the  third  clause  of  the  “act  any  bank  or  any  broker  Vho  makes, 
draws,  or  issues  or  negotiates,  presents  for  payment,  or  pays,  or  takes,  or 
receives,  or  becomes  the  holder  of  any  instrument  not  duly  stamped,  either  as 
a deposit  or  in  payment,  or  as  a security,  or  for  collection  or  otherwise, 
knowing  the  same  not  to  be  duly  stamped,”  &c.,  and  who  does  not  immedi- 
ately affix  the  proper  stamps,  iucurs  a penalty  of  $500.  ^ 

Under  the  old  law  a banker  was  in  the  same  position  as  an  ordinary  nolder 
or  party  to  a note,  and  was  required  to  affix  stamps  when  a private  individual 
would,  under  similar  circumstances,  be  required  to  do  so;  but  under  the  new 
law  it  would  seem  necessary  for  a banker  or  broker  who  has  any  dealings 
whatever  with  commercial  paper  liable  to  duty,  to  see  that  it  is  properly 
stamped. 

The  fourth  section  of  the  act  exempts  from  duty  any  bill  of  exchange  drawn 
and  payable  outside  of  Canada. — Monetary  Times , Toronto . 

Eastern  Townships*  Bank.  The  annual  meeting  of  stockholders  was 
held  at  Sherbrooke  on  June  1st. 

The  report  of  the  directors  presented  a favorable  view  of  the  bank,  and  a 
dividend  of  four  per  cent.,  with  a bonus  of  one  per  cent.,  was  announced, 
while  the  Rest  was  increased  to  $240,000,  or  twenty-five  per  cent,  on  the 
paid-up  capital. 

A new  tanking  house  in  Sherbrooke  is  to  be  built,  the  present  building 
being  found  too  small  and  inconvenient  for  the  business. 

At  a subsequent  meeting  of  the  directors  R.  W.  Heneker,  of  Sherbrooke, 
was  appointed  President,  Charles  Brooks  re-elected  Vice-President,  and 
William  Farwell,  Jr.,  Cashier. 

Metropolitan  Bank. — The  annual  meeting  of  shareholders  was  held  in 
Montreal,  Tune  1,  and  the  third  report  presented.  After  payment  of  two  divi- 
dends, at  the  rate  of  eight  per  cent,  per  annum,  the  sum  of  $20,000  was  car- 
ried to  the  Rest  account,  which  now  amounts  to  $70,000,  being  ten  per  cent, 
on  the  paid-up  capital  of  $684,550.  At  a subsequent  meeting  Hon.  HENgY 
Starnes  was  elected  President,  and  M.  Cuvillier  Vice-President. 

The  Recent  History  of  the  Emma  Mine. — “ More  lately  there  have  been 
certain  stormy  meetings  of  the  Emma  shareholders,  who  are  naturally  indig- 
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nant  at  finding  that  they  have  been  long  without  dividends,  and  that  the 
shares— which  were  issued  at  £ 20,  and  which  were  once  we  believe  quoted 
upwards  of  -£30— are  now  saleable  only  at  £ 2,  if  indeed  any  considerable 
quantity  of  them  could  be  sold  for  that  price.  The  statements  made  at  the 
meeting  are  in  curious  contrast  with  those  in  the  prospectus,  and  should  open 
the  eyes  of  intendinginvestors  in  public  companies  to  the  tricks  that  may  be 
played  with  them.  The  mine  was  sold,  according  to  die  prospectus  as  a 
property  yielding  £ 700,000  per  annum ; and  not  only  so,  it  was  stated  that 
the  ore  was  so  abundant  ana  so  rich  that  no  attempt  had  been  made  to  work 
the  mine  on  commercial  principles  of  economy,  and  with  economy  the  annual 
return  could  be  brought  up  to  nearly  £800,000 — for  all  which  even  a million, 
which  was  the  sum  asked,  was  cheap.  But  the  mine  in  fact  has  never  yielded 
anything  worth  speaking  of  since  tne  ore  which  was  on  the  surface  when  it 
was  sold  has  been  worked  up,  and  Mr.  Attwood,  the  company’s  engineer, 
who  was  sent  out  by  a reformed  management  to  inspect  and  survey  the  prop- 
erty, distinctly  reported  to  the  two  meetings  that  the  mine  was  in  a wretched 
condition,  and  that  there  was  nothing  tp  work  which  would  do  more  than 
repay  the  cost  of  working.  The  contrast  between  promise  and  performance 
has  thus  been  most  painful,  and  it  is  difficult  to  say  which  is  most  to  be 
wondered  at — the  folly  of  those  who  believe  such  statements  or  the  assurance 
of  those  who  make  them.” — London  Economist 

In  the  Saturday  Review , of  the  same  date  as  the  above,  there  appeared  an 
article  upon  the  recent  honors  paid  to  the  memory  of  James  Fisk,  Jr.,  thd 
closing  paragraph  of  which  we  subjoin.  Its  appropriateness  will  be  readily 
understood  by  every  American  who  has  undertaken  to  place  upon  the  English 
market  any  mining  property  of  real  value,  but  who  did  not*  know  or  would 
not  use  the  only  medium  through  which  the  English  public  could  be  induced 
to  look  at  any  such  investments. 

“Nor  is  this  breadth  of  view  exclusively  confined  to  America.  Englishmen 
are  always  ready,  when  a Fisk  or  a Tweed  is  carrying  everything  before 
Him  on  the  other  side  of  the  Atlantic,  to  console  themselves  with  the  reflec- 
tion that,  though  we  may  be  bad  enough  in  our  way,  at  least  such  things 
could  not  happen  here.  It  may  be  true  that  the  frank  and  brutal  scoundrel- 
ism  of  a Fisk  could  hardly  be  reproduced  in  our  tamer  and  more  straitened 
society,  yet  the  same  poison  may  be  found  working  under  somewhat  modified 
conditions.  The  secret  of  Fisk’s  success  lay  not  merely  in  his  impudence  and 
boldness  as  the  leader  of  great  swindles,  but  in  the  support  he  received  from 
men  who,  having  reputations  at  stake,  could  not  engage  openly  in  such  enter- 
prises, but  were  quite  willing  to  co-operate  under  safe  cover.  The  con- 
venience of  an  agent  of  this  kind  partly  explains  the  good-natured  view  which 
“ taken  of  his  acts.  It  may  be  doubted  whether  even  in  London  a floater  of 
bubble  companies,  no  matter  how  disreputable  his  antecedents,  how  notorious 
bis  practices,  need  anticipate  much  difficulty  in  finding  a backing  of  respect- 
able people  if  he  can  only  show  that  he  has  skill  and  courage,  and  that  there 
b something  to  be  made  by  his  help.  His  backers  might  be  shy  of  mixing 
themselves  up  with  him  personally,  but  they  would  be  quite  ready  to  follow 
in  bis  wake,  and  accept  what  plunder  came  their  way.  And  if  he  were  dis- 
tfeet,  a speculator  of  this  kind  might  even  push  his  influence  much  further. 
Fisk’s  Icandalous  habits  and  contempt  for  appearances  naturally  cut  him  off 
from  decent  society,  and  in  this  country  wouta  no  doubt  have  proved  an  in- 
surmountable obstacle  to  his  progress.  An  English  Fisk  would  know  the 
advantage  of  cultivating  the  proprieties,  of  affecting  the  patronage  of  art  and 
literature,  of  advertising  his  public  spirit.  His  name,  on  one  pretext  or  an- 
other, would  be  constantly  in  the  newspapers.  He  would  become  a public 
^aracter,  seek  a pedestal  in  Parliament,  and  indulge  in  even  higher  aspira- 
tions. His  success  might  excite  jealousy,  but  no  matter  what  men  might  say 
pf  him  among  themselves,  he  would  be  too  useful,  he  would  have  too  many 
indirect  and  secret  confederates  in  his  speculations  to  fear  exposure.  When 
roguery  is  seen  marching  so  boldly  and  triumphantly,  it  is  necessary  to 
J*member  the  support  which  it  derives  from  those  ‘broad  views  in  regard  to 
human  nature  ’ by  which  Mr.  Fisk’s  friends  and  admirers  justify  the  monu- 
ment in  commemoration  of  his  honored  name.” 
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OFFICIAL  BULLETIN  OF  NEW  NATIONAL  BANKS, 
Authorized  June  22  to  July  21,  1874. 


No.  Name  and  Place.  President  and  Cashier.  Capital.  — v 

A uthorized.  Paid. 

2.155  People’s  National  Bank,  Bailey  Davenport 

Rock  Island,  III...  John  Putz $100,000  - $50,000 

2.156  First  National  Bank,  James  H.  Harrison  .. 

Farmer  City,  “ ..  Samuel  B.  Erwin  ..  50,000  . 25,000 

2.157  First  National  Bank,  John  Kerr 

Dallas,  Texas..  W.  J.  Clark 100,000  . 50,000 

*2,158  Farmer’s  Nat.  Gold  Bank,  John  W.  Hinds 

San  Jose,  Cal.  George  P.  Sparks..  500,000  . 250,000 


THE  PREMIUM  ON  GOLD  AT  NEW  YORK, 

June  and  July,  1874. 

( Continued  from  July  Number , page  83.) 


1874. 

Lowest.  Highest. 

Lowest. 

Highest. 

Lowest.  Highest. 

January  .. 

«°*  - 

12# 

-July  1 

...  io'A 

. IO# 

..July  13 

--  9# 

9 H 

February . 

1 '#  - 

13 

2 

...  10# 

• 10# 

14 

- 9#  - 

9# 

March  ... 

11X  - 

13# 

3 

...  10* 

. 10# 

15 

- 9#  - 

9# 

April 

May 

II# 

14# 

4 

Holiday. 

l6 

- 9*  - 

9# 

II#  • 

13^ 

- 10# 

ll 

- 9*  . 

10 

June 

10#  . 

12# 

6 

...  10 

..  l8 

..  IO 

IO* 

June  24  .. 

"H  - 

12 

7 

...  9* 

• 10* 

" 10#  . 

25  .. 

- 

II# 

8 

...  9# 

- 9* 

20 

IO* 

26  .. 

n/8 

11# 

9 

...  9# 

. IO 

21 

..  IO 

10* 

27- 

n*  • 

II* 

10 

9* 

. IO 

..  22 

" 9*  . 

10# 

29  .. 

11 

II 

11 

...  9# 

. IO 

23 

--  9*  - 

10# 

30.. 

11 

II* 

24 

- 9 H - 

9# 

MONTHLY  PREMIUM  ON  GOLD,  1868-73. 


DATE. 

1808. 

1869. 

1870. 

1871. 

1872. 

1873.  * 

January  .. 
February  . 
March  ... 

April 

May 

June 

July  

August  ... 
September 
October.. . 
November 
December. 

33*  42* 
39#  44 
37*  41# 
37#  40# 
39*  4°* 
39#  41* 
40*  45* 
43#  5° 
41*  45# 
33#  4°* 
32*  37  , 
34#  36# 

34#  3 6# 
3°#  3«# 
3°*  32# 
3i#  34# 
34#  44# 
37  39# 

34  37# 

3‘*  37# 
30#  62# 

28*  31# 

21#  28# 
19*  24 

19#  23# 

is  21# 
10#  16# 
11#  '5# 
13#  15* 
10#  14# 

11#  22# 
14#  22 
12#  16# 
11*  14# 
i°  13# 

10*  11# 

10#  11* 
IO#  12* 
10*  II# 
IO*  II* 

II  12* 
II#  13# 
II#  13# 
II#  13* 
12#  15# 
II*  IS 

IO#  12# 

8#  10# 

8*  10# 
9#  11 
9#  10# 
9*  13* 
12*  14# 

13  _ 14* 
13*  >5* 
12*  15# 
12#  15# 
12#  15* 
I'#  14* 
11#  >3# 

H#  14# 
12*  IS# 
14#  18* 
16#  IO# 
16#  18# 
IS  18# 

15  , 16# 
14#  16# 

10*  16# 
7#  11* 
6#  12# 
8#  10# 
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NEW  BANKS,  BANKERS  AND  SAVINGS  BANKS. 

( Monthly  List , continued  from  July  Number , page  81. ) 

QT  Additions  for  this  list  are  solicited  from  the  subscribers  to  this  work. 

Adams  & McHarg,  33  Wall  Street.  Eakin  & Co.,  33  Nassau  Street. 
Andrews,  Mackay  & Co.,  14  Wall  Street.  Iselin  & Barker,  19  Broad  Street. 

William  B.  Bee k man,  4 Broad  Street.  B.  Murray,  Jr.,  38  Pine  Street. 

H.  & J.  Clark,  62  Broadway.  John  S.  lilney  & Co.,  11  Wall  Street. 

NEW  YORK  CITY. 

PUct  and  Stmt*.  Nam*  of  Bank.  N.  Y,  Correspondent. 

Anbura,  Cal Andrews  & Hollenbeck  ....  Wells,  Fargo  & Co. 

Canon  City,  Col Fremont  Co.  Bank Kountze  Bros. 

Waterbary,  Conn  ....  Holmes  & Parsons N.  Shoe  & Leather  Bank. 

W’est  Winsted,  “ E.  R.  Beardsley Hanover  National  Bank. 

Sioux  Falls,  Dakota  John  D.  Cameron  & Co....  Bank  of  North  America. 

Chicago,  I Li German- American  Bank 

Fanner  Gty,  “ First  National  Bank 

UHarpe,  “ ....  Hungate,  Ward  & Co Merchants*  Exch.  Nat.  Bank. 

Nashville,  “ ....  Washington  Co.  Bank None . 

Rock  Island,  “ People’s  National  Bank....  

Shawneetown,  **  ....  M.  M.  Pool  & Co Norton,  Slaughter  Co. 

Fort  Wayne,  Ind Hamilton  Bank Winslow,  Lanier  & Co. 

Clam  Lake,  Mich  — Wexford  Co.  Bank 

Fulton,  Mo Southern  Bank  of  Fulton...  Donnell,  Lawson  & Co. 

Columbus,  Neb Turner  & Hulst • Saunders  & Hardenbergh. 

Schenectady,  N.  Y..  City  Bank Hanover  National  Bank. 

Port  Clinton,  Ohio..  S.  A.  Magruder  & Co Dry  Goods  Bank. 

Philadelphia,  Pa Fell,  Wray  & Co Drexel,  Morgan  & Co. 

“ “ Elliott,  Sons  & Co Drexel,  Morgan  & Co. 

“ “ F.  S.  Bond  & Co Glendinning,  Davis  & Amory 

Providence,  R.  I Mead  & Earle Vermilye  & Co. 

Dallas,  Texas First  National  Bank Donnell,  Lawson  & Co. 

Wheeling,  West  Va.  Exchange  Bank  of  Wheeling  


Liability  of  Express  Companies. — A suit  brought  by  the  Bank  of  Louis- 
vffle  and  the  Planters’  Bank  against  the  Adams  Express*  Company,  in  the 
United  States  Court  at  Louisville,  was  decided  by  Judge  Ballard  on  July 
in  favor  of  the  Express  Company.  These  banlcs,  some  five  years  since, 
©trusted  with  this  company  $16,000  to  be  conveyed  to  them  from  a point  in 
Louisiana.  While  in  transit  the  money  was  destroyed  by  fire,  the  result  of 
accident  to  a bridge  in  the  State  of  Tennessee.  An  appeal  will  be  taken 
to  the  United  States  Supreme  Court. 
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CHANGES  OF  PRESIDENT  AND  CASHIER. 


( Monthly  List;  continued  from  July  No.,  page  82.) 

July,  1874. 

Banks  are  requested  to  furnish  prompt  notice  of  any  future  changes. 


Name  0/  Bank.  Elected.  In  place  of 

i *'■«*>  James  W.  Davies. 

City  National  B.,  Chicago,  III.  Winslojv  Bushnell,  Pres....  Asa  D.  Reed. 
Farmers'  Exchange  and  ) 

Loan  B.,  Ed  wards  ville,  > 


Jule  L.  Prickett,  Cash William  H.  Jones. 


} Henry  Fitch,  Pm Peeer  B™, 

First  Nat.  B.,  El  Dorado,  Kan..  Neil  Wilkie,  Pres William  P.  Gossard. 

“ h “ ..  A.  H.  Gossard,  Cash John  S.  Danford. 

First  N.  B.,  New  Bedford,  Mass.  Walter  P.  Winsor,  Cash. ...  John  P.  Barker. 
Asiatic  Nat.  Bank,  Salem,  “ . Leonard  H.  Harrington,  Pr.  Joseph  S.  Cabot 
First  N.  B.,  West  Amesbury,"  . D.  J.  Poore,  Jr.,  Cash J.  L.  Pearson. 

Lawrence  Co.B., Pierce  City, Mo.  A.  L.  White,  Pres J.  Linzee. 

First  Nat.  B.,  Omaha  City,  Neb.  H.  W.  Yates,  Cash Augustus  Kountze. 

First  Nat.  B.,  Jersey  City,  N.  J.  E.  F.  C.  Young,  Cash Michael  Sandford. 

Union  Bank,  “ “ . Michael  Sandford,  Pres. .. . Geo.  W.  Cassidy. 


Second  Nat.  B., Cleveland,  Ohio.  H.  Garretson,  Pres 

Defiance  Nat.  B.,  Defiance,  “ . James  A.  Orcutt,  Pres. 


FoxburgSavingsB.,Foxburg,PA.  John  F.  Merrill,  Cash , 


Peoples’  Bank  of  South  Caro., 
Charleston,  S.  C 


W.  Geo.  Gibbs,  Cash. 


•Amasa  Stone,  Jr. 
Virgil  Squire. 

R.  J.  Moorhead. 
J.  B.  Betts. 


Parke  Savings  B.,  Madison, Wis.  J.  B.  Bowen,  Pres George  A.  Mason. 


Twenty-Cent  Pieces. — Among  the  bills  passed  by  the  Senate  in  the  ex- 
piring hours  of  the  session  was  one  authorizing  the  coinage  of  twenty-cent 
pieces  by  United  States  Mints.  This  would  afford  a reform  long  needed  by 
citizens  of  the  Pacific  coast,  who  have  tolerated  from  necessity  the  obnoxious 
“ bit”  for  the  want  of  any  coin  between  the  ten  and  twenty-five  cent  pieces. 
Unfortunately  the  bill  alluded  to  was  not  acted  upon  by  the  House. 


Forged  Circular  Notes. — A telegram  from  the  National  Bank  of  Scot- 
land, London,  to  Messrs.  Brown  Brothers  & Co.,  says : “ Forged  circular 

notes  purporting  to  be  issued  from  this  office  afloat  Caution  in  cashing  and 
identification  necessary.” 
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DISSOLVED  OR  DISCONTINUED, 


DISSOLVED  OR  DISCONTINUED. 


( Monthly  List , continued  from  July  No,,  page  82. ) 


NEW  YORK  CITY. 


Adams,  McHarg  & Co. 
Beckman  Bros.  & Hollins. 
Thomas  Eakin  & Co. 
Ketcham  & Clark. 

Lassing,  Wies  & Co. 


Merrill,  Tilney  & Co. 

B.  Murray,  Jr.,  & Co. 
Nathan,  Kitchen  & Co. 
Walker,  Andrews  & Co. 


California. — Hubbard  & Andrews,  Auburn , (succeeded  by  Andrews  & 
Hollenbeck). 

Connecticut. — Brown  & Parsons,  Water  bury,  (now  Holmes  & Parsons). 

Illinois. — Bank  of  Chicago,  Chicago , (in  liquidation );  Germania  Bank 
and  German-American  Savings  Bank,  Chicago , (consolidated  * under  name  of 
Goman  American  Bank);  Charles  F.  Gill  8c  Co.,  La  Harpe , (sold  out  to 
Hungate,  Ward  & Co). 

Indiana. — Allen,  Hamilton  & Co.,  Fort  Wayne , (changed  to  Hanjilton  Bank). 

Missouri. — Callaway  Southern  Savings  Bank,  Fulton , (name  changed  to 
Southern  Bank  of  Fulton);  Hannibal  Savings  Bank,  Hannibal ^ 

Ohio. — Magruder,  Graves  & Magruder,  Port  Clinton , (succeeded  by  S.  A. 
Magmder  & Co). 

Pennsylvania. — Elliott,  Collins  & Co.,  Philadelphia , (succeeded  by  Elliott, 
Sons  8c  Co) ; Gilbough,  Bond  & Co.,  Philadelphia, , (succeeded  by  F.  S.  Bond 
& Co). 

West  Virginia. — Merchants’  National  Bank,  Wheeling , (in  voluntary  liquid- 
ation). 


Fraud  in  Canada. — A case  which  recently  occurred  in  London,  Ontario,  is 
recorded  in  the  Monetary  Times,  of  Toronto.  A lately  organized  banking 
institution  was  the  victim.  To  its  newlv-appointed  agent  came  the  proprietor 
of  a patent  brick  machine,  possessed  of  good  address  and  of  unlimited  cheek, 
representing  that  he  was  about  to  enter  upon  a large  business  in  the  manufac- 
ture of  bricks  in  that  city.  He,  of  course,  would  want  some  accommodation. 
This  was  all  satisfactorily  arranged.  Meantime  it  transpired  that  the  appoint- 
ment of  the  bank’s  agent  was  conditional  upon  his  obtaining  subscriptions  to 
the  stock  of  the  institution  to  the  amount  of  $50,000.  In  this  contingency  the 
brick  man  was  willing  to  act  liberally,  and  subscribed  for  $20,000  of  the 
stock.  The  institution  then  discounted  for  him  a note  for  $5,000,  of  which 
%Zfioo  went  to  pay  the  first  call  of  ten  per  cent,  on  the  shares,  $1,000  was 
taken  in  a draft  on  New  York,  and  as  the  balance  was  “ not  required,”  a 
deposit  receipt  was  issued  therefor.  Once  in  possession  of  this  receipt  the 
bnck  man  sold  it  to  a broker  and  disappeared.  “ Experience  is  a dear 
*booi”  The  bank  has  the  note,  and  a useless  lawsuit  in  progress  with  the 
bolder  of  the  receipt;  and  thus  ends  a new  chapter  of  “The  Innocents 
Abroad.” 
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NOTES  ON  THE  MONEY  MARKET. 


New  York,  July  22,  1874. 

• Exchange  on  London , at  sixty  days'  sight,  4.87  a 4.87#  in  gold. 

Slight  occasional  perturbations  with  little  change  in  prices  permanently,  and  general  dullness, 
describe  the  market  for  the  past  month.  Money  rates  have  been  regular,  call  loans  averaging 
254  Per  cent.,  and  bank  interest  tending  below  full  legal  rates. 

The  following  table  exhibits  the  city  bank  movement  progressively,  from  week  to  week.  The 
loans  show  an  increase  ol  $3,523,500,  and  the  deposits  of  $10,054,400,  indicating  a market  of 
great  ease  and  dullness.  The  amount  of  clearings , that  is,  of  the  gross  exchanges  through  the 
Clearing  House,  show  a decline  of  activity  in  business  in  the  proportion  of  428  to  386.  The 
Treasury  balances,  being  maintained  at  nearly  a dead  level,  exert  no  influence  on  the  market. 


June  27. 

July  3. 

July  xi. 

July  18. 

Loans  

$281,791,500 

..$287,422,200  .. 

$ 287,088,400 

• • $ 285,315,000 

Deposits 

232,929,200 

• • 241,445,500  . . 

243,525,600 

. . 242,983,600 

Specie 

19,714,300 

• • 3*, 934.300  •• 

27.375.400 

27,755,300 

Circulation 

26,511,300 

25,863,900  .. 

25.923.700 

25,727,500 

Legal  Tenders 

62,923,200 

63,660,500 

61,335, xoo 

61,853,700 

Clearings 

428,251,302 

. . 426,905,576  . . 

444.578,340 

. . 386,300,411 

Quotations: 

Gold 

HI* 

..  HO# 

*09# 

11054 

U.  S.  5-20S,  January  and  July . . . 

X2I 

X*6# 

117 

1x7# 

U.  S.  new  Fives 

*M# 

1X3* 

«2  # 

*ux 

Western  Union  Telegraph 

74* 

75 

73# 

New  York  Central  & Hudson  R. 

10054 

99# 

99# 

300# 

Lake  Shore 

76* 

76* 

73# 

73# 

Chicago  and  Rock  Island 

100*4 

101K 

97# 

9®# 

New  Jersey  Central 

108K 

xo7# 

105# 

106 

Erie 

3*# 

3*# 

3 «# 

33 

Bills  on  London,  60  days’ 

4.87^*4-88 

..  4.87^/14.87^.. 

4.8654  *4-86# 

..4-8654*4  87# 

Treasury  balances 

152»955*748 

..  142,793,116  .. 

144,064,453 

*44,695,1x7 

* Ex.  int 


The  new  Currency  bill  went  into  operation  on  the  27th  of  June,  the  immediate  consequence 
of  which  was  to  add  $6,627,000  to  the  City  Bank  reserve.  At  that  date  the  whole  reserve 
was  $82,637,500,  which  was  in  excess  of  the  amount  required  by  law  about  twenty-four  and  a 
half  millions.  The  stock  and  security  market  showed  the  influence  of  this  favorable  condition 
by  a speculative  rise  in  shares  of  nearly  7 per  cent,  maximum,  which,  however,  was  not  fully 
maintained.  The  law  has  been  in  operation  too  short  a time  to  justify  any  positive  predictions 
of  its  permanent  influence. 
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The  process  of  refunding  the  Six-per-cent,  stocks,  which  was  interrupted  by  the  panic  in 
September  last,  has  been  taken  up  by  Secretary  Bristow.  The  favorable  state  of  the  money 
Btfkct,  it  is  supposed,  will  make  it  feasible  gradually  to  convert  the  whole  remainder  into  Five 
per  cents. 

The  July  interest  payments,  which  are  generally  made  in  the  first  week  of  the  month, 
in  gross  to  about  sixty-five  or  sixty-six  million  dollars,  of  which  the  Government 
pan  was  twenty-five  'millions  in  gold  and  two  millions  in  currency.  The  city  banks  declared 
tlrridends  in  gross  of  about  $2,700,000.  The  Savings  banks  of  New  York  and  Brooklyn  de- 
ckred  between  six  and  seven  millions. 

Treasurer  Spinner  has  issued  a circular  with  instructions  that  National  Bank  notes  must  not 
be  cancelled  before  remittance  to  the  department.  That  is  the  business  of  the  Treasurer.  The 
fint  deposit  at  five  per  cent,  must  be  made  in  legal-tender  notes;  but  after  that,  National 
bank  notes  will  be  received.  Aoy  excess  over  the  5 per  cent,  required  will  be  remitted  for  by 
fiw  Treasurer  in  legal-tender  notes.  Payment  for  such  excess  cannot  be  made  in  drafts. 
Assists nt-Treasurcrs  are  instructed  to  receive,  on  account  of  transfers  of  deposit,  such  notes  as 
*re  redeemable  at  their  full  face  value  at  the  Treasury  department 

Treasurer  Spinner  writes  also  that  “ the  National  bank  currency  has,  in  the  course  of  three 
*eeks,  been  reduced  within  a fraction  of  $ 2,000,000.  This/’  he  adds,  “ is  certainly  anything 
bat  inflation  of  the  currency.  A very  short  time  will  satisfy  all  reasonable  persons  that  the 
law  is  conservative,  and  that  while  it  tolerates  perfect  freedom  and  equal  rights  to  all,  {sic. ) it 
ws  conceived  in,  and  based  upon  correct  principles  of  banking  and  finance.”  We  fancy  it  is 
kardly  time  yet  to  pronounce  authoritatively  what  the  law  will  accomplish.  The  times  are 
doll,  and  our  paper  circulation  is  not  wanted.  But  as  soon  as  the  crops  are  ready  for  trans- 
port, it  is  surmised  by  those  who  have  traveled  through  the  West  and  seen  the  fields  “grow- 
ing white  unto  harvest,”  that  the  demand  may  again  be  in  excess  of  the  supply.  At  all  events 
* is  prudent  fo  withhold  judgment  for  the  present 

The  amount  of  circulation  of  broken  banks  yet  to  be  received  by  the  Treasury  at  Washing- 
ton is  over  $ 4.000,000.  The  tardiness  with  which  this  circulation  is  sent  in  arises  chiefly  from 
£*:t  that  it  carries  a premium,  founded  on  the  value  of  the  privilege  connected  with  it  of 
organizing  a new  bank.  If  it  were  a specie-paying  currency,  it  would  pour  in  at  about  the 
tome  rate  that  the  Mississippi  river  lately  poured  itself  out  over  the  levees.  That  terrible 
flood,  let  us  rejoice  as  we  may,  is  likely  to  enrich  the  great  valley  as  the  Nile  enriches 
Egypt,  and  there  is  little  doubt  that  the  final  benefit  will  be  far  greater  than  the  loss. 

Tbe  total  of  receipts  of  Internal  Revenue  for  the  fiscal  year  ending  June  30th,  1874,  was 
$ 101,578960. 

Tbe  receipts  for  duties  in  gold  for  the  fiscal  year  ending  June  30th,  amounted  to 
$n3*57o>04i,  subject  only  to  such  clerical  corrections  as  are  incident  to  exact  revision.  The 
totownt  of  interest  paid  out  in  gold  for  the  same  time,  was  about  $ 63,000,000.  This  probably 
not  include  all  payments  on  foreign  account 

The  total  of  our. exports,  exclusive  of  specie,  from  January  1 to  July  21,  amounted  to 
which  exceeds  the  exports  for  the  corresponding  'time  in  1872,  by  44  million  dol- 
bn,  and  in  1873,  a little  less  than  7 millions. 

The  exports  of  gold  and  silver  from  New  York,  for  the  year  closing  July  x,  were  as  follows: 


July 

...$10,838,643 

January. . . . 

$ 2,660,508 

August . . . . 

...  2,198,542 

February. . . 

. . . . 2,980,862 

September. 

....  1,502,625 

March 

....  2,527,822 

October 

. . . 2,107,447 

April. 

2,467,005 

November.. 

. . . 2,545,842 

May 

....  12,775,800 

December. . 

• • • 447**71 

For  the  year  previous. .... 
Decrease  for  1874 

June 

••••  6,913,755 

$ 51,966,122 
...  59*627,723 

...  $ 7,661,601 

The  development  of  California  (challenges  rivalry.  In  two  years  the  State  has  realized 
$40,000,000  from  wheat  alone.  Two  of  her  mines  only  have  produced  $30,000,000.  The  crops 
to*  maturing  exceed  those  of  any  former  year,  and  the  mines  are  more  [prolific  than  for  years 
PM. 
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The  U.  S.  Mint  at  San  Francisco  has  coined  daring  the  year  just  closed  $33,303,300  in 
gold,  and  5>  2,550,500  in  silver.  The  gold  coinage  was  mostly  of  double  eagles,  all  the  lower 
denominations  together  amounting  to  only  $403,500.  Of  silver  there  were  $a,xax,ooo  in  trade 
dollars;  $341,000  in  half-dollars ; $139,000  In  quarters;  and  $50,500  in  dimes.  The  coiner 
worked  3,170,1x3.90  ounces  in  gold  ingots,  and  4,070,051.88  ounces  in  silver  ingots,  equal  to  74 
tpns  of  gold  and  140  tons  of  silver. 

Ex-Secretary  of  the  Treasury  McCulloch  is  quoted  as  having  expressed  the  opinion  that  the 
New  Currency  bill  passed  by  Congress  on  the  spur  of  adjournment,  is  not  calculated  to  hav* 
much  effect  one  way  or  another — an  opinion  which  seems  to  be  shared  by  an  increasing  num- 
ber of  people  every  day.  A very  distinguished  and  acute  gentleman,  high  in  Treasury  circle 
at  Washington,  has  written  to  a bank  officer  in  New  York,  that  he  thinks  it  will  be  about  ai 
effective  as  a bombardment  of  potato  punches  through  quill  pop-guns  against  the  plated  side 
of  a rhinoceros. 

At  a late  Democratic  Convention  in  Indiana,  resolutions  were  adopted  in  favor  of  paying  of 
our  National  Five-twenties  in  greenback  currency — by  which  there  will  be  no  injustice  done  i 
the  greenbacks  are  first  made  equal  to  gold. 

The  facility  with  which  false  reports  of  the  condition  of  banks  can  be  imposed  on  the  Comp 
trailer  of  the  Currency  seems  to  be  something  extraordinary;  as  also  is  the  number  of  “tails' 
which  develop  in  each  case  which  comes  to  light  The  history  of  the  Ocean  Bank  is  an  exam 
pie.  Five  additional  arrests  have  recently  been  made  of  bank  officers  charged  with  malfeasance 
under  the  administration  of  Callender.  Mr.  Ellis,  late  President  of  the  Commonwealtl 
National  Bank,  Union  Adams,  late  President  and  Charles  Hudson  late  Cashier  of  the  Eight! 
National  Bank,  as  well  as  two  of  the  directors,  are  held  under  bail.  The  manner  in  which  ap 
pointments  are  made,  is  the  door  through  which  these  offences  originate.  They  are  tnostl 
brought  about  by  the  personal  influence  of  some  ponderous  and  influential  man  or  men,  wit! 
very  little  knowledge  on  the  part  of  the  appointing  power,  of  the  real  character,  qualifications 
or  disqualifications  of  the  appointees.  The  result  is  then  apt  to* be  a slipping  out  of  the  offendc 
through  some  well-oiled  crevice,  such  as  smart,  technical  lawyers  know  how  to  take  advantag 
of— and  why  should  they  not  know,  when  they  make  the  crevice  to  meet  the  emergency  ?- 
Wanted  — higher  integrity,  and  a less  pliable  conscience  among  men ! 

The  Committee  appointed  by  Congress  to  investigate  the  charges  against  Mr.  Davis,  Rc 
ceiver  of  the  Ocean  Bank,  have  made  an  exonerating  report,  and  it  is  now  said  that  the  asset 
urill  be  sufficient,  in  all  probability,  to  pay  the  depositors.  The  best  hope  that  is  enterlaine 
by  the  stockholders  is,  that  they  will  get  off  without  losing  anything  beyond  their  million  dol 
lars  of  capital.  The  building  which  was  put  up  by  the  bank  is  now  in  course  of  demolition  t 
make  room  for  another  structure,  so  that  the  last  relic  of  this  unfortunate  institution  will  short! 
disappear  from  sight. 


DEATHS. 

In  Defiance,  Ohio,  on  Thursday,  May  a8th,  aged  sixty-five  years,  Virgil  Squire,  Pres 
dent  of  the  Defiance  National  Bank. 

In  Chattanooga,  Tenn.,  on  Wednesday,  July  8th,  Colonel  T.  R.  Stanley,  Vice-Pres 
dent  of  the  First  National  Bank  of  Chattanooga. 

In  New  York,  on  Saturday,  July  i8tb,  aged  sixty  years,  James  Winslow,  of  die  firm  < 
Winslow,  Lanier  & Co.,  and  Vice-President  of  the  Third  National  Bank,  of  New  York. 
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FINANCIAL  PLANS  OF  THE  DAY. 

The  Plan  of  Mr.  John  Earl  Williams. 

We  place  on  record  in  the  present  number  of  the  magazine,  a 
plan  for  the  immediate  establishment  of  a “specie  currency,”  by 
our  highly  esteemed  fellow-citizen,  Mr.  John  Earl*  Williams, 
President  of  the  Metropolitan  National  Bank.  He  proposes 
that  “Congress  shall  assume  at  once  the  inherent  and  sovereign 
prerogative  .of  a government”  and  issue  the  whole  amount  of  paper 
money  required  by  the  country,  allowing  no  other,  and  thus  con- 
stitute “a  uniform  National  currency.”  With  this  new  currency 
which  is  not  to  be  legal  tender,  the  Government  is  to  buy  at  the 
market  price  all  the  bonds  now  in  pledge  by  the  National  banks, 
whence  it  becomes  the  owner  of  the  circulation  based  on  them ; 
and  is  also  to  retire  the  present  volume  of  legal  tenders.  The 
process  is  to  be  gradual,  and  being  one  of  simple  substitution,  does 
not  involve  the  question  of  contraction  or  expansion.  That  part 
of  the  funded  debt  represented  by  the  bank  bonds  now  in  pledge 
will  be  cancelled.  The  new  currency  which  Mr.  Williams  de- 
scribes as  “ coin  notes,”  will  be  redeemable  in  specie  at  the  Treas- 
ury of  the  United  States.  To  provide  the  specie,  the  Government 
may  issue  and  sell  150  million  dollars  of  five-per-cent,  bonds ; and 
it  must  aim  to  keep  that  amount  of  coin  on  hand  as  a minimum 
perpetually*. 

12 
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The  amount  of  currency  necessary  to  start  with  is  estimated  at 
800  million  dollars.  A certain  percentage  is  to  be  added  from 
year  to  year,  to  maintain  the  volume  in  due  relation  with  the  pro- 
gressive increase  of  business,  and  to  cover  the  amount  lost  or  de- 
stroyed. 

A contingent  class  of  bonds  bearing  from  3 to  5 per  cent  in- 
terest is  to  be  kept  in  issue  for  alternate  conversion  with  the  cur- 
rency, to  absorb  it  when  there  is  an  excess  caused  by  a lull  in 
the  markets,  and  to  restore  it  when  these  resume  their  activity. 

The  theory  of  Mr.  Williams  is  that  800  million*  dollars  of 
paper  money  will  be  a proximate  measurement  of  the  present  vol- 
ume of  business  in  the  country;  and  that  a closer  measurement 
will  result  from  the  corrective  process  of  conversion  and  reconver- 
sion of  bonds  and  currency. 

These  are  the  principal  features  of  the  plan.  One  of  the  .first 
fruits  of  carrying  it  into  effect,  we  apprehend,  would  be  to  force 
into  liquidation  all  those  banks  which  depend  materially  on  the 
interest  of  their  hypothecated  bonds.  There  would  be  little  in- 
ducement for  any  bank  to  continue  in  existence,  which  has  not  a 
considerable  deposit  fund  to  supplement  its  capital  as  a base  for 
loans. 

There  is  no  little  plausibility,  at  first  sight,  in  a proposition  that 
promises  to  convert  800  million  dollars  of  tax-bearing  debt  into 
800  million  dollars  of  Treasury  notes,  redeemable  in  specie  on 
presentation!  Such,  if  we  understand  it  correctly,  is  the  veritable 
thing  that  it  promises  to  do.  Instead  of  allowing  the  382  million 
of  legal-tender  notes  to  be  funded,  as  has’  heretofore  been  the 
prospect,  they  are  to  be  made  a permanent  circulation  forever ; and 
the  next  following  statement  of  the  public  debt  would  then  show 
800  million  less  than  its  present  face.  We  are  to  bear  in  mind 
that  the  hinge  on  which  this  rather  astonishing  coup  de  finance 
turns,  is,  the  positive  constitution  by  solemn  enactment  of  Con- 
gress of  a volume  of  paper  money  to  be  maintained  in  perpetuity 
of  800  million  dollars.  This  is  not  a new  experiment,  and  we 
may  readily  anticipate  its  issue.  “The  farce,”  says  Judge  Pierre- 
pont,  “of  attempting  to  create  property  by  legislative  enactment, 
was.  long  since  played-out  by  older  nations,  and  always  with  the 
same  disastrous  results.”  It  would  appear  at  last  that  this  would 
be  no  more  than  an  enlargement  of  the  experiment  that  we  are 
already  engaged  in  with  our  legal-tender  notes. 

Mr.  Williams  lays  great  stress,  and  very  properly,  on  the  import- 
ance of  a “uniform  National  currency.”  But  we  have  this  already. 
There  is  no  fact  connected  with  our  present  banking  system  that 
has  so  condoned  its  imperfections,  and  done  so  much  to  make  the 
mass  of  people  indifferent  to  the  resumption  of  specie  payments, 
as  the  exemption  from  discount  on  bank  bills  while  passing  from 
one  part  of  the  country  to  another,  and  in  remittance  for  debt. 
They  overlook  entirely  the  loss  sustained  by  the  depreciation  of 
the  whole  currency  below  the  specie  standard,  which  is  ten  or 
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twenty  times  greater  than  was  ever  imposed  even  in  the  worst  of 
times  by  the  old  local  “shaves.”  They  seem  to  forget  utterly 
that  the  loss  is  spread  over  the  total  expenditure  of  living,  includ- 
ing rent,  food,  clothing,  and  the  last  item  of  outlay,  down  to  a 
row  of  pins.  It  is  a singular  example  of  the  facility  with  which 
men  deceive  themselves  and  even  grow  happy  under  delusion,  to 
hear  a hot-brained  advocate  of  our  system  of  irredeemable  paper 
money,  counting  over  his  savings  of  one  or  two  per  cent,  on 
traveling  expenses  between  New  York  and  St  Louis,  and  mean- 
while exhibiting  the  most  pleasing  unconsciousness  that  the  whole 
mass  of  his  property  and  business  is  melting  out  of  existence  in 
the  shape  of  taxes,  frauds,  and  public  demoralisation  of  which 
Heaven  only  knows  the  possible  final  result ! 

After  a legislative  body  has  been  long  vexed  by  impracticable 
schemes  to  surmount  a great  difficulty,  it  is  very  apt  to  yield  in  a 
careless  or  reckless  moment,  to  some  plausible  proposition  like 
that  of  paying  off  800  millions  of  debt  by  turning  the  crank 
of  a printing  machine.  “ My  dear  Sir,  you  save  50  million 
a-year  in  interest,  and  instead  of  so  much  debt,  you  have  so 
much  money!  You  literally  coin  your  debt  into  dollars!” 
Wherefore,  it  need  surprise  no  man,  if  Congress,  on  reassembling 
in  December  next,  should  adopt  the  plan  proposed  by  Mr.  Wil- 
liams. We  are  probably  destined  to  go  over  the  same  ground 
for  the  third  time,  that  we  did  in  1791,  and  1811,  and  at  last, 
when  there  are  no  more  new  experiments  to  be  tried,  fall  back 
on  the  common  experience  of  the  world,  and  discover,  as  Judge 
Pier^epont  put  it,  in  his  oration  from  which  we  quoted  so  liber- 
ally last  month,  “that  the  American  people  are  subject  to  the 
same  laws  of  nature  and  finance  as  other  mortals;  that  a promise 
to  pay  a dollar  is  not  a dollar,*  any  more  than  a promise  to  de- 
liver a horse  for  a load  of  wheat  received,  is  a horse;  that  our 
industries  are  paralyzed  because  confidence  has  ceased;  and  that 
the  issue  of  a thousand  millions  of  new  greenbacks  would  not 
restore  the  lost  confidence  for  an  hour,  or  revive  trade  in  the 
least” 

There  is  one  feature  of  Mr.  Williams’  plan  which  we  unhesitat- 
ingly commend — that  is,  the  separation  of  the  deposit  and  discount 
business  of  banks  from  all  complication  with  the  circulating  cur- 
rency. The  relation  of  depositor  or  dealer,  with  a bank,  is  in  re- 
ality, one  of  pure  credit  It  is  a perfect  absurdity  to  hold  deposits 
payable  in  specie.  To  this  incongruity  we  owe  all  of  our  suspen- 
sions of  specie  payments.  The  bank  deposit  is  not  money,  as  is 
seen  at  once  when  we  reflect  that  it  consists  for  the  greater  part, 
of  the  proceeds  of  commercial  paper  discounted.  We  shall  never 
be  free  from  the  overhanging  terror  of  panic  and  suspension  until 
this  absurdity  of  our  present  banking  theory  is  repealed.  To  this 
we  shall  necessarily  come,  if  we  ever  succeed  in  maintaining  a 
sound  spede  currency. 
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THE  NEW  LOAN  AND  THE  RISE  IN  THE  BAN£  OF 
ENGLAND  RATE. 

The  Bank  of  England  at  the  commencement  of  last  month  ad- 
vanced its  rate  quite  unexpectedly  from  to  4 per  cent.  As 
this  movement  took  place  about  the  time  of  the  negotiation  of 
our  new  loan,  the  theory  has  been  suggested  that  the  rise  in  the 
rate  was  prompted  by  a desire  to  Compromise  the  success  of  that 
negotiation.  So  far  as  appears  there  is  no  foundation  for  the  rumor. 

Since  the.  suspension  of  specie  payments  by  the  Bank  of  France, 
the  position  of  the  Bank  of  England  has  greatly  changed  towards 
European  finance  and  the  international  exchanges.  The  last- 
named  institution  can  no  longer  draw  gold  from  the  former  as  it 
previously  could.  Indeed,  one  of  the  objects  for  which  the  Bank 
of  France  suspended  specie  payments,  was  to  protect  its  coin  reserve. 

That  suspension  throws  upon  the  Bank  of  England  the  whole 
pressure  of  any  drain  of  gold  which  may  develop  itself  anywhere  in 
Europe.  This  is  evident  from  two  reasons:  first,  the  Bank  of 
England  is  the  great  clearing  house  through  which  are  liquidated 
the  vast  transactions  of  European  commerce.  These  credits 
amounting  to  thousands  of  millions  a year,  are  all  done  on  the 
basis  of  gold.  Hence,  it  follows  that  the  Bank  of  England  has  to 
find  gold  for  international  payments  at  certain  crises  of  unfavor- 
able exchange,  whether  or  not  the  gold  shipment  is  demanded  as 
at  present  by  foreign  government  t operations. 

The  cash  reserves  in  the  vaults  of  the  Bank  of  England  are  the 
only  fund  which  that  institution  can  fall  back  upon  for  such  ship* 
ments.  Formerly  it  was  not  so.  There  were  two  such  funds; 
the  reserve  of  the  Bank  of  England,  and  the  reserve  of  the  Bank 
of  France.  The  latter  being  now  sealed  up  by  suspension,  the 
Bank  of  England  is  compelled  to  rely  upon  itself,  and  is  limited 
to  one  reserve  instead  of  two.  As  long  ago  as  1871  this  change 
was  pointed  out  and  demonstrated  by  an  American  financial 
authority,  and  it  is  now  generally  recognized. 

One  consequence  of  the  new  situation  is  that  the  English 
money  market  has  become  more  sensitive,  more  feverish,  and 
more  given  to  change  in  its  rate  of  discount.  For  some  months 
past,  it  has  -been  hoped  that  a period  of  more  settled  ease  and 
stability  had  come.  This  anticipation  gave  a stimulus  to  certain 
branches  of  trade,  but  the  hopeful  prospect  seems  to  have  been 
suddenly  and  unexpectedly  menaced. 

It  is  well  known  that  the  Bank  of  England  has  been  losing 
gold.  During  the  fortnight  in  which  the  advance  was  made  to  4 
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per  cent  this  drain  of  gold  amounted  to  no  less  than  1,656,000. 
Besides  this,  an  unusually  heavy  amount  of  notes  were  outstanding 
of  large  denominations.  This  indicated  the  danger  that  the  holders 
of  these  notes  kept  them  for  the  purpose  of  withdrawing  gold 
from  the  bank.  The  surmise  was  confirmed  by  the  fact  that  these 
extra  notes  amounting  to  a million  sterling,  had  been  taken  out 
since  the  beginning  of  June.  This  appears  from  the  following 
toble  showing  the  active  circulation  of  the  Bank  of  England 
during  the  current  year  as  compared  with  that  of  the  year  pre- 
vious. 


Comparative 


With  ending 

January  i 
8 
15 
22 
29 

February  5 
12 


March 


April 


May 


June 


July 


2 

5 

12 

2 

2 

it 

23 

30 

7 

14 

21 

28 

4 

11 

18 

25 

2 

16 


View  of  the 

*873 

“p 

25,561,205 
26,013,720 

25.533.M5 

25,141,985 . 
24^57,310 
25,294,230 
24,882,845 
3 4,828,095 
24,532,690 

25,244,475 

24,747,010 
24,613,065 
25,191,320 
26,110,085 
26,283,755 
26,253,600 
26,000,000 
26,169,700 

26, 387,805 

25,982,890 
25,642,090 


25,023,065 
24,891,200 
70 


26,197,390 

26,101,560 


Bank  of  England 
and  1874. 

T 

25,807,070 

26,097,425 

25,914,760 

25.785,165 
25,359-360 

26,009, 93° 

25,315,860 

24.997,985 

24,817,790 

25,673,630 

25,115425 
25,108,770 

25.635.830 
26,620,110 
26,733,75° 

20436,710 
26,176,000 
26,260,935 
26,68l,j95 
26435,605 

26.147.830 
25.770,795 
26,042,560 
26,009,925 
25,629,900 
25.8Q4,7W 
27,089.915 
27,276,125 
27,214,155 


CffeCULATION, 


* Inert***, 
£ 

245,865 
. 83,705 

380,935 

643,180 

502,050 

7i5»7oo 

433.015 

169,890 

285,100 

429, ^5 
368,415 

495,705 

444.510 

510,025 

449,995 

183,110 

176,000 

91,235 

293,590 

452,715 

505,740 

441,405 

$$1 

738,700 

615410 

1,020,030 

1,078,735 

1,112,595 


The  argument  assumes  that  this  year  England  requires  for  legit- 
imate business  about  the  same  aggregate  of  notes  as  last  year: 
and  that  any  excess  at  present  is  caused  by  hoarding  for  the  pur- 
pose stated.  Of  course  it  is  not  proved  conclusively  that  the 
large  notes  taken  out  since  June  are  really  being  held  for  the 
purpose  of  drawing  gold  from  the  Bank,  but  the  bank  authorities 
had  other  evidence,  and  no  doubt  the  view  ascribed  to  them  was, 
to  some  extent,  correct.  Nicholas  Biddle  once  saved  a branch  of 
the  United  States  bank  by  a similar  act  of  watchfulness.  He  ob- 
served for  some  days  a mysterious  absorption  of  claims  on  the 
l^nch  establishment.  Day  after  day  the  amount  increased  and  at 
kst  it  struck  Mr.  Biddle  that  somebody,  for  political  purposes, 
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wished  to  damage  the  credit  of  the  frank  by  breaking  one  of  its 
distant  branches.  This  was  all  the  evidence  he  had,  but,  acting 
on  his  interpretation,  he  immediately  and  with  the  profbundest 
secrecy  took  an  ample  sum  of  specie  down  to  the  branch  and 
awaited  the  expected  attack.  A day  or  two  after  his  arrival. the 
assault  was  made.  A gentleman,  well  known  to  Mr.  Biddle  and 
much  surprised  to  find  him  at  the  post  of  danger,  presented  notes, 
drafts  and  other  claims  to  an  immense  amount.  “How  will  you 
have  it?”  said  Mr.  Biddle.  “Must  have  it  in  gold,  absolutely.” 
After  finding  that  Mr.  Biddle  had  the  gold  ready  and  insisted  on 
his  carting  it  off  without  delay,  the  conspirator  was  glad  to  come 
to  terms,  and  actually  had  to  pay,  it  is  said,  a commission  to  Mr. 
Biddle,  before  that  scrupulous  functionary  would  consent  to  accept 
so  cumbersome  a deposit  of  specie  from  one  dealer. 

Now,  we  do  not  for  a moment  suggest  that  any  conspiracy 
like  that  which  Mr.  Biddle  defeated,  is  on  foot  in  London.  Some- 
thing a little  like  it  was  attempted  by  Overend  Gurneys  on  a 
memorable  occasion  when  the  assailants  were  baffled  as  they  de- 
served. But  at  present  the  demand  for  gold  in  London  is  per- 
fectly legitimate,  and  arises  from  two  sources:  First,  the  Bank  of 
France  wants  gold,  and  has  increased  its  coin  reserve  from  153 
million  dollars  in  January,  to  265  millions  at  present.  The  object 
of  this  accumulation,  as  we  have  recently  shown,  is  to  prepare 
for  specie  payments.  Secondly,  gold  is  wanted,  and  may  at  any 
time  be  drawn  from  London  by  the  German  Government,  which 
holds  a large  balance  of  cash  in  the  London  Joint-Stock  Bank, 
and  observes  great  secrecy  in  its  manipulation  of  that  balance. 
Besides  this,  the  Bank  of  England  has  not  strengthened  its  reserve 
so  much  as  many  persons  believe  it  should  have  done.  The  sub- 
joined table  shows  that  the  reserve  of  coin  was  down  to  23  mil- 
lions on  the  2 2d  of  July,  since  which  there  was  a further  de- 
crease to  21  millions  before  the  advance  was  made  to  4 per 
cent. : 

Situation  of  the  Bank  prior  to  Raising  its  Rate. 


Coin  and  Securities  in  Kate 

Date.  Circulation . Bullion.  Deposits.  Banking  De/.  Reserve,  per  cent, 

£ £ £ £ £ 

April  8 . 26,731,750  . 22,250,889  . 26,570,446  . 34,086,139  . 10,517,139  . 3# 

15  . 26,436,710  . 22,238,650  . 25,752^46  . 33,023,717  . 10,801,940  . 3 yi 

22  . 26,176,000  . 22,239,185  . 25,981,806  . 33,006,994  . 11,063,185  . 3# 

29  . 26,260,935  . 21,654,753  . 32,557,052  . 40,235,443  . 10,393,818  . 4 

May  6 . 26,681,395  . .21,289,947  . 27,126,096  . 35,587,838  . 9,608,552  . 4 

13  - 26,435,605  . 21,228,299  . 25,755,906  . 34,050,546  . 9*792,694  - 4 

20  . 26,147,830  . 21,615,835  . 24,973,845  . 32,629,139  . 10,468,005  . 4 

27  - 25,770,795  * 21,760,235  . 24,997464 . 32,105,880  . 10,989440 . 3# 
June  3 . 26,042,560  . 22,391,896  - 25,535,208  . 32,242,254  . 11,349,336  . 3 
10  . 26,009,925  . 22,696,716  . 25,539,180  . 31,905,775  . 11,686,791  . 3 

17  - 25,659,900  . 23,625,634  . 26,621,056  . 31,706,048  . 12,995,734  . 2 % 

24  . 25,804,710  . 23,969,450  . 26490,808  . 31,462,720  . 13,074,740  . 2# 

July  1 . 27,089,915  . 23,929,601  . 29,863,919  . 36,149,872  . 11,839,686  . 2 & 

8 . 27,276,125  . 23,256,856  . 25,391,660  . 32,679,156  . 10,980,731  . 2*4 

15  . 27,214,155  . 23,047,779  . 23,754,701  . 31,250,013  . 10,833,624  . 2% 

22  . 26,953,775  . 23,196,065  . 23,372,559  . 30426,242  . 11,242,290  . 2j£ 
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This  proves  that  the  bank  had  abundant  reason  for  advancing  its 
rate.  But  two  questions  are  raised  by  way  of  objection:  First, 

we  are  asked  why  the  bank  did  noUadvance  its  rate  more  slowly  ? 
And  why  i per  cent,  was  put  on  all  at  once  ? The  answer  is 
that  the  bank  could  not  do  as  is  recommended  without  violating  a 
principle  upon  which  it  has  invariably*  acted  for  the  last  fourteen 
years.  In  i860,  Mr.  Goschen  who  is  looked  upon  as  a future 
Chancellor  of  the  Exchequer,  and  has  already  won  distinction  in 
several  minor  cabinet  offices,  recommended  that  the  Bank  of  Eng- 
land should  raise  their  rate  by  steps  of  1 per  cent,  at  a time, 
instead  of  Vt  per  cent.,  if  the  object  of  the  rise  was  to  affect  the 
foreign  excnanges.  This  suggestion  was  immediately  adopted  and 
has  been  in  operation  ever  since.  Before  that  time  they  used  to 
raise  their  rate  by  steps  of  y2  per  cent,  whether  their  purpose 
was  to  act  upon  the  foreign  exchanges  or  not.  Mr.  Goschen’s 
argument  is  very  suggestive.  He  says:  . “ Between  the  rates  in 
London  and  Paris,  the  expense  of  sending  gold  to  and  fro  hav- 
ing been  reduced  to  a minimum  between  the  two  cities,  the  differ- 
ence can  never  be  very  great;  but  it  must  not  be  forgotten  that 
the  interest  being  taken  at  a percentage  calculated  per  annum, 
and  the  probable  profit  having,  when  an  operation  in  three-months 
bills  is  contemplated,  to  be  divided  by  four,  whereas  the  percentage 
of  expense  has  to  be  wholly  borne  by  the  one  transaction,  a very 
slight  expense  becomes  a great  impediment.  If  the  cost  is  only 
ft  per  cent,  there  must  be  a profit  of  2 per  cent,  in  the  rate  of* 
interest,'  or  y per  cent,  on  three  months,  before  any  advantage 
commences;  and  thus,  supposing  that  Paris  capitalists  calculate 
that  they  can  send  their  gold  over  to  England  for  y2  per  cent, 
‘expense,  and  chance  their  being  so  favored  by  the  exchanges  as  to 
draw  it  back  without  any  cost  at  all,  there  must  nevertheless  be 
an  excess  of  more  than  2 per  cent,  in  the  London  rate  of  interest 
over  that  of  Paris,  before  the  operation  of  sending  gold  over  from 
France,  merely  for  the  sake  of  the  higher  interest,  will  pay.” 

Such  were  the  arguments  by  which  Mr.  Goschen  induced  the 
bank  in  i860  to  adopt  the  policy  of  raising  its  rate  rapidly  when- 
ever it  had  to  deal  with  a foreign  drain.  Mr.  Bagehot,  in  his  book 
on  Lombard  Street , commends  very  highly  this  new  method  of 
dealing  with  foreign  drains  of  gold.  Its  beneficial  results  he  says 
were  palpable  and  speedy.  By  it  the  bank  was  enabled  to  sustain 
the  great  drain  of  silver  between  1862  and  1865,  when  American 
cotton  was  not  to  be  had  and  the  Indian  cotton  substituted  had 
to  be  paid  for  in  the  precious  metals.  Mr.  Palgrave  defends  this 
new  principle  in  a recent  article  in  the  Fortnightly  Review;  he  says 
very  justly*  that  Mr.  Goschen,  the  first  man  to  point  out  the  need  of 
it,  was  instructed  in  this  point  by. his  wider  knowledge  of  exchange 
operations.  Popular  hostility,  from  the  very  earliest  beginning  of 
its  action,  has  assailed  this  new  plan,  and  many  conflicting  argu- 
ments have  been  urged  against  it. 

To  the  objection  that  it  is  totally  novel,  Mr.  Palgrave  replies 
that  the  same  charge  of  novelty  may  be  brought  against  every- 
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thing  else  in  the  “City.”  The  whole  mechanisni  of  the  money 
market  is  of  modern  growth.  Bearing  the  old  names  We  find  an 
entirely  new  set  of  personages.  He  pursues  this  argument  as  fol- 
lows: “To  many  people  the  “City”  wears  a kind  of  traditional, 

it  might  almost  be  said  of  sentimental,  antiquity.  If  most  persons 
are  aware  that  Sir  Richarcl  Whittington  was  not  a bank  director, 
it  is  quite  probable  that  they  might  suppose  that  Sir  Thomas 
Gresham  was  one.  But  the  “City”  of  the  present  day  is  scarcely 
more  distant,  practically,  in  the  mode  of  carrying  on  business, 
from  the  times  of  Queen  Elizabeth,  than  from  the  times  of  the 
last  King  JWilliam.  Our  existing  arrangements  in  spirit,  if  not  in 
form,  belong  to  the  last  quarter  of  a century.  Strictly  speaking, 
the  present  epoch  dates  from  the  act  of  1844.  But  how  different 
that  was  fropi  the  present  period  may  be  judged  by  the  fact  that 
of  one  hundred  ana  ninety-four  changes  in  the  bank  rate  of  dis- 
count between  1844  and  1872  only  twenty-eight — an  average  of 
less  than  three  a year — took  place  in  the  first  ten  years.  In  th£ 
last  eighteen  years,  the  changes  averaged  more  than  nine  a year. 
It  is  quite  true  that  the  years  1867  and  1868  were  comparatively 

quiescent,  and  that  only  five  changes  took  place  in  these  two 

years.  But  at  the  present  rate . of  progress,  about  a year  and 
a-half  would  witness  as  many  changes  now  as  the  ten  between 
the  end  of  1844  and  1854;  and  changes  not  only  more  frequent, 
but  more  vehement  in  intensity.  The  year  1873  witnessed  more 
changes  than  any  twelvemonth  before.  The  rate  of  10  per  cent 
has  only  been  twice  reached  by  the  Bank  of  England  during  any 
crisis  of  the  money  market;  but  he  would  be  a bold  man  who 
would  stake  his  reputation  now  on  an  opinion  that  10  per  cent 
would  be  the  maximum  in  the  next  crisis.  Meantime,  it  is  obvi- 
ous that  fluctuations,  besides  being  more  frequent,  become  more 

acute.  Higher  rates  are  more  frequendy  charged.  The  rises  not 

only  proceed  by  wider  steps,  so  to  say,  but  continue  to  be  more 
sharp.  This  alteration  is  the  result  of  the  larger  necessities  of  the 
times.  It  is  of  no  use  meeting  a sharp  demand  caused  by  a 
foreign  drain  with  a small  rise  in  the  Bank  rate.  To  raise  it 
per  cent,  is  absolutely  useless.”  We  need  not  cite  further  evidence, 
that  the  recent  rise  was  in  accordance  with  the  settled  policy  of 
the  Bank  of  England,  and  that  it  will  not  bear  any  other  inter- 
pretation which  has  been  put  upon  it  The  advance  of  the  rate 
to  4 per  cent,  was  not  made  to  prejudice  our  new  loan,  as  the 
ingenious  objectors  have  surmised,  nor  could  it  possibly  have  been 
so  intended. 

But  there  is  another  objection  to  which  we  have  referred.  It 
challenges  the  whole  policy  of  raising  the  rate  of  interest  with  a 
view  to  protect  the  Bank  of  England  and  to  check  a drain  of 
gold  either  foreign  or  domestic.  This  objection  rests  on  the  prin- 
ciple that  the  rate  of  interest  should  be  governed  by  the  free  play 
of  the  loan  market,  and  that  its  movements  should  not  be  liable 
to  artificial  disturbance  from  causes  exterior  to  the  country,  such 
as  the  present  French  or  German  demand  for  gold.  Business, 
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these  men  argue,  is  done  on  too  narrow  a basis  of  profit  to  admit 
*of  the  mercantile  burdens  for  interest  rising  50  or  75,  per  cent  in 
a week  or  two  without  grave  dangers.  Our  space  forbids  any 
detailed  examination  of  this  much  disputed  question  which  must 
be  deferred  to  a future  opportunity.  For  thirty  years  it  has  been 
the  subject  of  acrimonious  discussion  in  England.  The  banking 
interest  which  has  been  so  powerful  in  Parliament  is  well  content 
to  let  the  present  policy  go  on.  The  mercantile  interest  would  fain 
change  that  policy,  but  they  are  so  divided  in  opinion  as  to  what 
shall  be  substituted  for  it,  tnat,  as  happened  last  year  when  Mr. 
Gladstone  and  Mr.  Lowe  attempted  a reform,  it  was  soon  found 
that  nothing  could  be  done  till  the  opinions  of  the  House  were 
more  crystalized  and  definite.  Three  great  requisites,  it  has  been 
often  said,  must  be  looked  for  in  the  financial  system  of  England 
or  of  any  other  great  commercial  nation.  The  system  is  set  up 
to  supply  capital  to  industry  and  trade.  First,  therefore,  it  must 
Supply  that  capital  in  a steady  stream  with  as  few  interruptions  as 
possible.  Secondly,  it  must  give  forth  its  capital  at  a uniform 
• charge,  or  as  nearly  so  as  the  case  admits.  Thirdly,  the  supply 
must  be  so  reliable  that  men  in  trade  may  look  ahead  and  be 
able  to  make  engagements  for  three  months,  or  six  months,  or  even 
for  a year  or  more,  without  having  their  schemes  in  danger  of  ruin 
from  defects  in  the  supply  of  capital  or  from  exorbitant  charges  for 
its  use.  Thus,  the  money  market  with  its  complex  organism  has 
been  compared  to  the  water  supply  of  a great  city.  Its  streams 
must  be  regular  in  supply,  steady  in  price,  and  thoroughly  reliable 
for  to-morrow  as  well  as  to-day,  that  men  may  make  their  calcula- 
tions and  that  the  life  of  society  may  go  on.  The  Bank  of 
France  has  often  been  pointed  to  as  an  exemplar  which  the  Bank 
of  England  would  do  well  to  study.  The  first  Napoleon  said  the 
Bank  of  France  had  no  other  raison  d'etre  than  to  lend  money  at 
4 per  cent.  Accordingly,  its  rate  has  been  as  remarkable  for 
steadiness  as  that  of  its  neighbor,  the  Bank  of  England,  for  change. 
Thousands  of  men  of  business  are  said  to  be  rtiined  every  year 
through  the  instability  given  to  trade  by  the  monetary  spasms  which 
originate  in  the  Bank  of  England,  and  in  the  frequent  changes  of 
its  rate  of  discount 

To  palliate  the  evil  and  to  prevent  the  necessity  for  such  numer- 
ous and  severe  changes,  it  has  been  of  late  proposed  that  the 
Bank  of  England  should  keep  a much  heavier  coin  balance,  and 
should  sometimes  meet  a foreign  drain  by  even  resorting  to  the 
plan  of  buying  gold  abroad.  “Why,”  it  is  asked,  “should  the 
Bank  throw  the  whole  business  of  Great  Britain  into  confusion, 
destroy  millions  of  her  capital,  and  derange  the  calculations  and  con- 
tracts of  thousands  of  her  manufacturers  and  merchants  by  raising 
the  rate  of  interest,  when  the  difficulty  to  be  met  is  not  a home 
difficulty,  but  a difficulty  abroad  ? ” This  question  has  never  re- 
ceived a satisfactory  answer.  It  will  most  likely  come  up  again 
before  long  in  Parliament,  as  many  circumstances  are  occurring 
which  seem  to  render  its  discussion  inevitable. 
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For  several  reasons  our  money  market  is  now  more  dependent 
upon  that  of  England  than  for  many  y^ars  past  The  coming-  dis- 
cussion therefore  on  the  bank  question  will  be  watched  with  milch 
interest  not  unmingled  with  anxiety.  Two  things  are  spoken  of  as 
likely  to  be  recommended  in  Parliament.  The  first  is  the  “ pallia- 
tive” which  we  have  suggested  above.  It  proposes  to  compel  the 
Bank  of  England  to  hold  a greater  reserve  of  coin.  But  the  ex- 
pense this  would  put  on  the  Bank  is  an  obvious  impediment.  “Is 
it  just,”  the  bank  very  properly  asks,  “to  make  any  such  compul- 
sory demand.  If  the  bank  holds,  as  it  does,  an  average  of  30 
per  cent,  or  more  against  its  liabilities,  what  more  can  the  princi- 
ples of  good  banking  require?”  A curious  answer  has  been  at- 
tempted by  the  London  Economist  and  by  its  editor,  Mr.  Bage- 
hot,  in  his  book  alluded  to  above.  He  says  the  Bank  of  England 
is  by  custom  the  “Bankers*  Bank,”  and  is  in  that  capacity  ex- 
pected at  it's  own  expense  to  accommodate  all  the  great  joint-stock 
banks  which  have  grown  up  around  it,  by  holding  a reserve  ol 
coin  amply  sufficient  both  for  itself  and  for  them.  This  expecta- 
tion, he  adds,  the  bank  is  bound  to  fulfill  and  it  is  absolutely  use- 
less to  think  or  try  to  make  a reform. 

This  singular  theory  was  first*  proposed,  we  believe,  in  1866,  aftei 
the  panic  of  that  year.  Of  course,  no  one  doubted  that  the  great 
joint-stock  banks  “ expected  ” all  that  Mr.  Bagehot  claimed  foi 
them,  if  not  more.  What  was  denied  was  that  their  expectations 
were  founded  on  any  legal  claim  or  moral  right.  Mr.  Thomas 
Hankey,  whose  long  experience  as  a director  of  the  Bank  of  Eng- 
land, gives  to  his.  opinions  so  much  weight  throughout  the  financial 
world,  took  an  early  opportunity  of  boldly  denying  all  such  claims, 
Among. other  things,  he  said,  The  Economist  newspaper  has  put 
forth  what,  in  my  opinion,  is  the  most  mischievous  doctrine  evei 
broached  in  the  monetary  or  banking  world  in  this  country ; viz., 
that  it  is  the  proper  function  of  the  Bank  of  England  to  keep 
money  available  at  all  times  to  supply  the  demands  of  bankers  whc 
have  rendered  their  own  assets  unavailable.  Until  such  a doctrine 
is  repudiated  by  the  banking  interest,  the  difficulty  of  pursuing  any 
sound  principle  of  banking  in  London  will  be  always  very  great. 
The  undoubted  duty  of  the  Bank  is  to  hold  its  deposits  in  the 
most  available  securities,  reserving  generally  about  one-third  in  cash. 
Whenever  a sudden  pressure  invades  the  money  market,  from 
whatever  cause,  the  Bank  should  bear,  its  full  share  of  the  drain 
on  its  resources.  But  it  ought  not  to  be  asked  to  do  much  more 
than  this,  and  I confess  my  surprise  at  finding  an  advocate  foi 
such  an  opinion  in  the  Economist '.  Our  contemporary  made  a 
very  able  reply  to  Mr.  Hankey,  the  gist  of  which  was  that  it  did 
not  defend  the  system  of  a single  bank  reserve  as  wise  or  safe, 
but  as  being  the  system  which  existed  and  which  must  be  worked 
as  it  could  not  be  changed. 

The  second  remedy,  which  is  expected  Xo  be  proposed  in  the 
House  of  Commons,  rests  on  the  principle  advocated  by  Mr, 
Hankey.  It  declares  that  all  the  banks  of  London  should  not  be 


Digitized  by  CjOOQle 


TH#  NEW  LOAN  AND  THE  RISE  IN  ENGLISH  DISCOUNT.  1 79 

allowed  to  depend  on  the  reserve  of  the  Bank  of  England,  but 
should  be  compelled  to  go  to  the  expense  of  keeping  their  reserve 
in  their  own  vaults.  Sir  Robert  Peel,  it  is  argued,  should  have 
embodied  in  the  Bank  Act  of  1844  a provision  compelling  the 
other  banks  of  the  city  to  publish  weekly  statements  of  their  re- 
serves and  liabilities,  like  that  exacted  of  the  Bank  of  England. 
Some  of  the  advocates  of  this  plan  go  so  far  as  to  say  that  Sir 
Robert  Peel  intended  at  one  time  to  have  inserted  such  a provi- 
sion in  the  law.  A story  is  told  of  him,  which  we  do  not  vouch 
for,  though  it  is  far  from  improbable.  An  American  merchant, 
distinguished  as  a financier,  so  the  story  runs,  had  taken  great 
pains  to  inform  Sir  Robert  as  to  the  best  systems  of  American 
banking,  and  insisted  especially  on  the . principle  which  was  then 
advocated  here,  that  every  bank  which  receives  deposits  or  issues 
circulation  should  be  compelled  to  do  two  things,  to  publish  its 
accounts  frequently,  and  to  hold  compulsory  reserves.  In  the 
Bank  Act  of  1844,  this  principle  was  at  one  time  on  the  eve  of 
being  introduced.  In  accounting  for  its  omission,  Sir  Robert 
could  give  no  other  reason  than  that  the  House  of  Commons  was 
so  constituted  that  it  could  not  settle  two  great  banking  questions 
in  one  session..  The  currency  question  was,  therefore,  settled  by 
the  act  of  1844,  while  the  question  of  reserves  and  publicity,  as 
applied  to  deposit  banking  have  remained  open  to  the  present 
time. 

So  far  as  regards  our  own  money  market  it  is  a point  of  little 
importance  whether  the  one  or  the  other  of  these  two  rival  schemes 
gets  the  victory.  What  we  are  interested  in  is  that  the  present 
sources  of  trouble  should  be  wisely  and  effectually  dealt  with,  and 
that  the  changes  in  the  rate  of  the  Bank  of  England  should  be 
less  violent  and  numerous  than  they  have  been  in  the  past,  or  are 
expected  to  be  in  the  immediate  future.  Which  of  the  two  proposed 
remedies  goes  nearest  to  the  root  of  the  evil,  is  too  obvious  to  need 
proof.  Mr^  Bagehot  himself  confesses  that  his  plan  claims  support 
only  because  of  its  superior  practicability  and  ease  of  enforcement. 
We  must  here,  however,  close  the  present  notice  of  this  dispute. 
It  has  already  been  sufficiently  examined,  both  for  our  specific 
purpose  and  also  to  show  that  the  disposition  of  some  of  our 
people  to  throw,  without  reason,  blame  and  responsibility  on  the 
Bank  of  England,  has  its  counterpart  in  Great  Britain,  and  that 
that  institution  is  ‘apt  sometimes  to  receive,  both  at  home  and 
abroad,  a good  deal  of  rebuke  and  reproof  which  it  scarcely  de- 
serves. 
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MR.  BRISTOW,  THE  SYNDICATE  AND  THE  PUBLIC 

CREDIT. 

Among  the  questions  which  Wall  Street  is  agitating  relative  to 
the  recent  loan,  attention  is  just  now  concentrating  on  one  point, 
namely,  whether  or  not  the  result  is  favorable  to  the  National 
credit.  Those  who  argue  in  the  affirmative  say  very  truly  that  we 
have  at  least  taken  a new  departure,  and  begun  once  more  the 
too  long  suspended  work  of  funding  the  public  debt.  These  gen- 
tlemen rest  their  whole  argument  on  the  principle  that  by  begin- 
ning our  funding  operations  now,  we  shall  be  able  to  take  advan- 
tage of  a favorable  conjuncture  in  the  European  money  markets, 
and  that  by  delay  these#  advantages  would  be  lost  On  the  othei 
side,  their  opponents  declare  that  these  benefits  may  be  purchased 
at  too  high  a price,  and  they  contend  that  Mr.  Bnstow  has  made 
a doubtful  bargain.  Both  these  arguments  are  popular  and  deserve 
examination. 

As  to  the  first,  there  is  no  doubt  of  the  desirableness,  not  to  say 
the  necessity,  that  we  should  begin  the  fiscal  year  without  a de- 
ficit, and  without  the  immediate  prospect  of  one.  We  have  just 
had  such  a deficit  for  the  first  time  in  many  years.  To  it  we  owe 
the  inflation  of  the  currency  by  26  millions  of  greenbacks  issue*] 
as  a forced  loan  to  meet  the  wants  of  the  Treasury  after  the 
panic.  This  deficit  might  have  been  prevented  if  we  had  had  to 
pay  4 per  cent,  instead  of  6 per  cent,  on  the  major  part  ef  oui 
bonds.  If,  as  is  claimed,  the  negotiation  concluded  July  28th 
with  Messrs.  Belmont  and  Seligman,  is  really  a preliminary  in- 
tended to  facilitate  the  exchange  of  our  outstanding  Sixes  foi 
Fours,  then  the  Treasury  will  be  relieved,  and  the  prospect  of  a 
future  deficit  will  be  considerably  diminished. 

The  main  difficulty  turns  therefore  on  the  question  whether  the 
assumption  here  made  is  correct,  and  whether  the  sale  of  this  lot  oi 
Fives  will  really  open  the  European  markets  to  an  early  reception 
of  the  Four  per  cents.  To  answer  this  question  let  us  see  whal 
has  been  done.  Mr.  Bristow  two  months  ago  offered  179  millions 
of  Fives,  10  millions  of  which  have  been  subscribed  for  by  vari- 
ous parties  whose  offers  were  accepted  July  23d,  as  we  shall  pre- 
sently explain.  Besides  these  10  millions  Mr.  Bristow  has  also 
sold  45  millions  to  the  Syndicate,  to  whom  he  has  given  the 
option  of  taking  the  remainder  of  the  loan  at  any  time  prior  to 
the  1 st  February.  For  this  option  the  Syndicate  pay  nothing 
whatever.  The  bonds  they  are  to  purchase  at  par  in  coin  or  five- 
twenties;  and  they  are  to  receive  one-quarter  per  cent  commis- 
sion, out  of  which  they  must  defray  all  the  expenses  of  the  trans- 
action including  the  delivery  of  the  bonds. 
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Such  are  the  main  conditions  of  the  contract  It  appears  then 
that  Mr.  Bristow  has  actually  negotiated  55  millions  of  Fives  and 
no  more.  He  relies,  however,  on  the  representations  made  to  him 
by  the  Syndicate,  that  if  they  are  allowed  for  six  months  to  con- 
trol the  foreign  markets,  they  will  be  able  not  only  to  work  off  the 
remainder  of  these  bonds,  amounting  to  124  millions,  but  that  in 
the  process  the  general  demand  for  United  States  securities  will  be 
enhanced,  and  these  bonds  will  take  their  place  among  the  active 
investment  securities.  This  control  over  the  foreign  demand  is  vir- 
tually conceded  to  the  Syndicate  by  the  option  which,  while  it 
does  not  bind  them  at  all,  gives  them  the  command  of  the  market 
because  it  binds  Mr.  Bristow  not  to  sell  these  bonds  to  any  body 
else  during  the  whole  term  of  six  months. 

How  far  the  representations  to  Mr.  Bristow  will  be  fulfilled  re- 
mains to  be  seen.  For  ourselves  we  have  been  inclined  to  regard 
the  prospect  favorably.  There  were  originally  three  Syndicates, 
each  of  which  proposed  taking  “ firm  ” a large  amount  of  bonds. 
The  offers  and  conditions  were  so  much  more  advantageous  than 
those  of  former  negotiations,  and  showed  so  favorable  a prospect 
in  the  home  and  foreign  markets,  that  the  Treasury  decided  to 
invite  tenders,  with  the  object  of  avoiding*  favoritism  and  se- 
curing the  advantages  of  competitive  bidding.  In  response  to 
his  circular,  the  Secretary  received  tenders  aggregating  some  20 
millions  from  the  general  public,  in  addition  to  a joint  bid  from 
the  Rothschild  Syndicate  for  55  millions.  Of  the  20  millions 
of  miscellaneous  bids  some  10  millions  were  at  par  and  up- 
wards, free  of  commissions.  These  the  Secretary  deemed  it  right 
to  accept,  although  the  55  million  bid  was  conditioned  upon 
the  exclusion  of  other  awards.  The  other  10  millions  were  cum- 
bered with  conditions  rendering  their  acceptance  impossible  if  a 
contract  was  to  be  made  with  the  Syndicate.  It  must  also 
be  noted  that  the  Rothschild’s  bid  was  conditioned  upon  an  option 
of  twelve  months.  In  the  negotiations  that  followed  the  opening 
of  the  bids  this  condition  was  modified.  With  a view  to  conform 
to  the  wishes  of  the  Secretary  the  time  of  the  option  was  short- 
ened to  six  months  and  will  terminate  as  we  have  said  on  the  1st 
of  February.  Other  changes  were  made,  the  chief  of  which  is 
that  the  ‘firm”  amount  was  reduced  from  515  millions  to  45 
millions  to  provide  for  the  award  of  the  10  millions  to  the  public. 
Moreover  it  was  agreed  that  to  some  extent  the  arrangement  for 
deliveries  and  payments  should  be  in  Europe.  This  was  * done  to 
avoid  the  disturbance  of  the  exchange  market  which  would  have 
grown  out  of  a restriction  to  American  deliveries,  and  might  have 
seriously  threatened  the  success  of  the  proposed  efforts  for  nego- 
tiating die  Fours  hereafter. 

On  the  whole,  it  cannot  be  denied  that  this  negotiation  has 
brought  to  Mr.  Bristow’s  aid  a powerful  Syndicate  of  bankers. 
The  best  force  of  all  the  three  parties  above  mentioned  is  now 
united  in  one  body,  which,  for  promise  and  influence,  has  never 
been  surpassed  in  any  previous  like  negotiation.  The  Syndicate 
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is  composed  of  the  Rothschilds  who  take  about  one-half  of  the 
loan,  and  admit  into  their  partnership  their  London,  Paris,  and 
Frankfort  firms,  with  A.  Belmont  & Co.  in  this  city.  The  residue 
of  the  loan  is  divided  as  follows : one  moiety  to  Messrs.  Seligman, 
representing  the  Credit  Foncier,  and  about  ten  to  fifteen  conti- 
nental firms.  The  other  moiety  to  the  First  National  Bank  of 

this  city  in  conjunction  with  Messrs.  McCulloch  & Co.,  of 
London. 

Strong  as  is  this  Syndicate,  our  expectation  of  a successful  issue 
of  the  funding  movement  resft  on  other  foundations  also.  Some 
of  these  are  connected  with  the  large  stores  of  idle  capital  seeking 
in  Europe  for  investment;  others  with  the  scarcity  of  the  right 
sort  of  securities  in  which  its  owners  will  be  content  to  risk  this 
capital.  By  the  combined  agency  of  these  two  forces, — the  ple- 
thora of  capital  on  one  side,  and  the  growing  scarcity  of  trusty 
securities  on  the  other, — the  markets  of  Europe  are  in  such  a cpn- 
dition  that  from  the  mere  course  of  events,  our  securities  have  been 
absorbed  in  Europe,  and  would  be  taken  with  much  more  rapid- 
ity than  in  the  past,  even  if  we  had  no  Syndicate  at  work  to  aid 
by  their  manipulations  the  natural  development  of  the  demand. 

We  might  mention  also  the  French  loans,  of  which  about 
$ 500,000,000  are  said  to  have  been  in  the  first  instance  sub- 
scribed by  capitalists  exterior  to  France,  but  to  have  been  since 
for  the  most  part  absorbed  by  French  investors.  A large  amount 
of  French  Rentes,  formerly  afloat  in  the  European  markets,  are 
thus  tending  homewards  and  quitting  the  place  they  filled  in  the 
reservoir  of  the  money  market.  The  consequence  is  that  a vacuum 
has  been  created  and  the  movement  is  still  said  to  be  going  on. 
We  have  here  an  illustration  of  what  some  writers  have  seen  fit 
to  call  the  “ political  scepticism  ” of  France.  No  matter  how  per- 
turbed and  foul  the  scum  and  surface  of  the  political  cauldron 
may  be,  France  always  believes  that  this  ugly  superficial  film  is 
nothing,  and  that  the  liquor  is  rich  and  clear  below..  This  politi- 
cal “scepticism"  many  of  us  would  rather  call  by  another  name. 
It  is  just  now  a positive  force  in  the  money  market,  and  if  it  has 
not  been  over-estimated,  it  is  destined  to  produce  results  which  in- 
cidentally favor  our  funding  operations. 

Moreover,  our  success  is  the  more  probable  from  the  circum- 
stance that  the  bonds  are  already  in  Europe  which  we  intend  to 
redeem  With  our  present  loan.  This  loan  is  often  called  a new 
loan.  In  one  sense,  it  can  scarcely  be  with  propriety  so  desig- 
nated. Our  Government  is  not  making  a new  loan,  except  to  pay 
off  an  old  one.  Virtually  what  we  are  doing  is  a simple  exchang- 
ing of  one  sort  of  securities  for  another.  The  only  complication 
is,  perhaps,  that  the  Sixes  we  call  in  are  held  in  Germany,  while 
the  Fives  with  which  we  replace  them  will  be  chiefly  bought  and 
subscribed  for  outside  of  Germany.  From  this  complication  spring 
the  reasons  which  -make  it  so  desirable  for  us  to  have  the  aid  of 
a Syndicate  to  do  the  work. 

We  cannot  dwell  longer  on  these  somewhat  tedious  details. 
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What  has  been  said  will  show  that  Mr.  Bristow  had  good 
grounds  for  believing  that  .the  arrangement  he  concluded  with  the 
Syndicate  might  reasonably  be  expected  to  bring  about  at  an 

early  day  the  negotiation  of  the  Fours,  which  are  the  bulk  of  the 

aggregate  loan  that  he  is  dealing  with. 

Whether  he  has  made  a bad  bargain  or  not,  it  is  obviously 
premature  as  yet  to  decide.  Perhaps,  he  might  have  got  a higher 

price,  and  if  so,  he  should  not  have  granted  the  option  to  the 

Syndicate  for  nothing.  They  should  have  paid  something  for 
it  As  to  the  price,  it  is  argued  that  the  Syndicate  wanted 
the  bonds,  and  would  have  glacfly  paid  for  them  one  or  two  per* 
cent  more,  rather  than  to  have  missed  the  chance  of  getting 
them.  With  regard  to  the  option,  it  is  objected  that  its  only 
effect  is  to  give  a monopoly  to  the  Syndicate,  which,  considering 
the  small  amount  of  capital,  fifteen  millions  sterling,  which  they 
invest  in  the  loan,  ought  not  to  have  been  conceded.  The  object- 
ors ridicule  the  idea  that  such  an  extensive  combination  of  finan- 
cial forces  was  needful  for  the  exchanging  of  fifteen  millions  ster- 
ling of  Sixes  for  an  equal  amount  of  Fives.  It  is  urged, 

moreover,  that  while  these  foreign  bankers  have  been  permitted  to 
claim  a quarter  per  cent,  commission,  American  bankers  of  the 
very  highest  standing  have  been  refused  this  commission,  and  their 
bids  have  been  rejected  though  they  offered,  like  the  Syndicate, 
par  in  coin;  this  price  being  really  higher  and  more  advan- 
tageous to  die  Government  than  that  accepted  from  the  Syndi- 
cate, because  it  burdened  the  Government  with  no  option,  asked 
for  no  monopoly,  and  hampered  no  future  negotiations. 

Another  critique  on  Mr.  Bristow's  “bad  bargain,"  is  that  the 
Syndicate  will  be  able  when  it  suits  their  purpose  to  put  up  the 
new  Fives  to  4 or  5 per  cent,  premium,  and  that  their  large  profits 
thus  derived  will  be  augmented  by  the  command  they  will  acquire 
over  the  foreign  exchanges  during  the  active  season  over  which 
their  contract  extends.  There  is  considerable  plausibility  in  several 
of  these  objections.  Much  of  their  popular  force  springs  from 
. the  uncertainty  whether  the  Fives  will  really  work  off  the  Fours 
as  designed.  In  this  connection,  we  may  notice  a new  interpreta- 
tion of  the  supplementary  law  of  January,  1871.  By  this  act,  the 
law  of  1870  was  modified  so  that  while  the  total  loan  still  re- 
mained at  1,500  millions,  500  millions  were  to  be  Fives.  Now  the 
question  is  as  to  the  other  1,000  millions.  One  party  answer  that 
this  residue  of  1,000  millions  may  be  all  Four  per  cents.,  and  they- 
found  their  opinion  on  the  notorious  fact  that  1,000  millions  was 
the  amount  of  four  per  cents,  authorized  in  the  original  law  of 
1870.  On  the  other  hand,  it  is  argued  that  this  interpretation 
would  prevent  the  issue  of  any  4*^  per  cent,  bonds  whatsoever, 
so  that  the  effect  of  the  law  of  1871  would  be  to  cancel  the  4^ 
per  cents.,  and  to  substitute  fives  for  them.  If  this  had  been  the  in- 
tention of  Congress  it  would  have  been  so  stated.  This  contro- 
versy is  not  of  much  immediate  importance.  It  has  its  origin  in 
the  report  that  preparations  are  making  in  Washington  for  the 
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printing  of  the  4^  per  cent,  bonds.  The  main  value  of  the  dis 
pute  for  our  purpose  is  in  the  proof  it  gives  of  the  improvement 
of  the  public  credit  and  of  the  general  belief  that  no  more  Fives 
will  need  to  be  issued  for  funding  purposes,  and  that  our  future 
operations  can  be  and  must  be  chiefly  done  at  4 per  cent 

We  must  next  proceed  to  notice  an  important  objection  offeree 
to  the  recent  loan  by  men  of  financial  experience  who  think  tha 
we  are  beginning  at  the  wrong  end,  and  that  if  we  would  estab 
lish  the  public  credit,  we  should  first  establish  specie  payments 
There  is  evident  force  in  this  argument.  At  present,  however,  th< 
popular  mind  does  not  seem  to  be  in  a favorable  condition  for  th< 
adoption  of  any  early  resumption  policy.  Still  a reaction  in  it 
favor  is  predicted,  and  indications  are  not  wanting  which  seem  tc 
confirm  the  anticipation.  Several  arguments  are  urged  in  suppor 
of  the  opinion  that  resumption  should  precede  ana  prepare  th< 
way  for  the  funding  of  the  public  debt. — First,  the  resumption  o 
specie  payments  would  strengthen  the  general  credit  of  the  Treas 
ury  by  removing  the  stigma  of  suspension.  As  a merchant  wh< 
has  had  suspended  paper  afloat,  rises  in  credit  when  his  depre 
ciated  paper  is  paid  at  par,  so  it  is  contended  would  the  Unitec 
States  raise  its  credit  when  its  suspended  greenbacks  are  mad< 
payable  in  coin.  This  argument  has  so  often  been  urged,  and  i 
is  in  itself  so  familiar  and  convincing  that  we  need  not  discuss  i 
further  now. — We  pass  to  the  second  point,  which  is  that  by  defer 
ring  specie  payments  indefinitely,  as  the  last  Congress  seemed  dis 
posed  to  do,  an  obstacle  was  placed  in  the  way  of  our  fundinj 
operations  which  must  seriously  threaten  their  success.  So  mud 
weight  is  ascribed  to  this  view  that  the  recent  addition  of  26  million 
to  our  greenback  issues  has  been  computed  by  some  persons  to  b< 
equivalent  to  1 per  cent,  on  our  bonds  held  abroad.  In  other  words 
a class  of  capital  that  ought  to  have  willingly  invested  itself  in  Unite< 
States  bonds  at  4 per  cent.,  would  now  refuse  to  take  them,  so  tha 
we  should  be  obliged  to  accept  another  class  of  foreign  capital  a 
not  less  than  5 per  cent. — A third  argument,  which  is  often. heard 
is  that  we  have  been  wasting  precious  opportunities  for  preparinj 
to  fund  the  debt,  whenever,  during  the  past  nine  years  we  havi 
reversed  our  progress  towards  resumption,  or  have  allowed  ou 
manipulations  of  the  interest-bearing  debt  to  derange  and  disturi 
the  currency;  During  the  war  such  derangement  was,  perhaps,  in 
evitable.  But  immediately  on  the  return  of  peace,  the  policy  waj 
started  of  liberating  the  currency  from  its  entanglements  with  th< 
interest-bearing  obligations  of  the  Government.  This  policy  wa 1 
not  steadily  pursued  and  at  last  it  was  abruptly  stopped  by  th< 
law  of  4th  February,  1868,  which  absolutely  prohibited  the  Secre 
tary  of  the  Treasury  from  cancelling  greenbacks  without  supplyinj 
their  place  immediately  with,  new  notes.  Had  that  law  not  beei 
passed,  and  had.  the  powers  of  the  Treasury  been  used  wisely  fo 
the  reform  of  the  currency,  it  is  believed  that  not  only  woul< 
specie  payments  have  been  long  ago  resumed,  but  that  the  wori 
of  refunding  the  debt  at  4 per  cent.,  if  not  already  accomplished 
would  be  comparatively  easy. 
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Finally,  it  is  argued  that  the  public  credit  would  receive  an  im- 
pulse fiom  the  preliminary  arrangements  needful  to  prepare  for 
specie  payments,  and  that  these  preliminaries,  besides  their  proper 
work  of  leading  to  resumption,  would  play  an  important  part  in 
upholding  the  general  credit  of  the  Treasury.  For  example,  we 
are  pointed  to  the  coin  balance  held  in  the  Treasury  vaults.  For 
•some  months  past  its  sum  has  but  little  exceeded  the  accrued  in- 
terest on  the  public  debt.  Consequentiy,  no  part  of  the  coin 
balance  of  the  Treasury  can  fairly  be  said  to  be  held  as  security 
for  the  greenbacks.  Formerly,  more  than  ioo  millions  of  coin 
were  occasionally  held  in  the  Treasury,  and  the  settled  policy  of 
the  Government  required  a large  coin  balance. 

This  policy  has  been  too  long  dormant.  Whenever  we  begin 
to  prepare  for  specie  payments  public  opinion  will  call  for  a 
heavy  balance  of  coin  in  the  Treasury.  How  large  a reserve 
is  needful  to  guarantee  482  millions  of  greenbacks  we  do  not 
here  inquire;  it  is  more  to  the  purpose  to  remind  our  readers  of 
the  frequent  regrets  which  so  many  of  us  heard  and  repeated  during 
the  last  panic,  when  it  was  lamented  that  the  Government  balance 
was  so  meagre  and  insufficient.  Indeed,  the  principle  is  too.  notori- 
ous to  need  further  support  by  argument,  that  whatsoever  policy 
we  adopt  with  a view  to  reform  our  greenback  currency  and 
bring  it  up  to  par,  that  policy,  if  it  be  wise,  conservative  and 
efficient,  will  tend  both  directly  and  indirectly  to  improve  the 
credit  of  our  interest-bearing  debt  both  at  home  and  abroad. 

From  this  brief  review  of  Mr.  Bristow’s  contract  with  the  Syn- 
dicate and  of  its  general  relations  to  the  public  credit,  it  is  evident 
that  we  are  entering  upon  a new  era  in  our  Government  finance. 
All  through  the  war,  when  our  immense  debt  was  so  rapidly 
growing,  we  were  shut  out  of  the  richest  channels  in  which  money 
could  be  borrowed  in  Europe.  Those  channels  seem  now  to  be 
opening  of  their  own  accord  for  our  advantage.  The  obvious 
caution  therefore  suggests  itself  that  we  should  not  be  in  so  great 
a hurry,  as  some  persons  propose,  to  avail  ourselves  of  these  new 
facilities.  The  money  markets  of  Europe  have  a plethora  of  loan- 
able funds,  and  there  is  much  more  capital  at  four  than  at  five 
per  cent.  Our  Government  debt  offers  one  of  the  safest  invest- 
ments in  the  world.  Old  prejudices  are  fast  disappearing.  English 
capitalists  allowed  those  of  Germany  years  ago  to  make  immense 
profits  by  the  purchase  of  our  Government  bonds.  There  are  a 
thousand  indications  that  England  hereafter  will  be  the  largest  in- 
vestor in  our  securities.  But  among  our  British  cousins  the  growth 
of  new  ideas  is  gradual  and  the  advance  of  new  movements  is 
slow.  We  can  afiord  to  wait  rather  than  to  mar  the  future  by 
too  much  haste.  Before  another  funding  loan  is  taken  up  we 
have  therefore  in  these  facts  a new  incentive  to  currency  reform 
and  an  additional  reason  to  prepare  for  specie  payments. 
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THE  BANKING  SYSTEM  OF  SWITZERLAND. 


The  growth  of  credit  institutions  in  Europe  has  been  often  illus- 
trated in  our  pages,  and  in  no  continental  country  are  certain  fea- 
tures of  that  growth  better  exhibited  than  in  Switzerland.  Forty 
years  ago  there  were  but  three  banks  in  the  country.  Now  there 
are  more  than  eighty,  of  which  twenty-nine  a^e  banks  of  circula- 
tion. Of  these,  which  are  in  many  respects  the  most  important, 
we  give  the  following  table,  showing  the  date  when  each  bank 
was  founded  and  the  general  growth  of  the  system  from  1869  to 

1873: 

Growth  of  the  Swiss  Banking  System,  1869-1873. 


When 
estab- 
lished. Name . 

1834  Bank  of  Berne 

1836  Bank  of  Zurich 

1837  Bank  of  Saint-Gall 

1844  Bank  of  Bale 

1845  Bank  of  Commerce,  Genfcve 

— Bank  of  Vaud 

1848  Bank  of  Genfcve 

1850  Canton  Bank  of  Fribourg  . 

1851  Bank  of  Thurgovia 

1852  Bank  of  Glaris 

1853  Bank  of  Fribourg 

1854  Bank  of  Argo  via 

— Pledge  Bank  of  Fribourg  . 

— Bank  of  NeucMtel 

1856  Bank  of  Lucerne .... 

1857  Bank  of  Soleure 

— Bank  of  Valais  

i860  Bank  of  Tessin 

1862  Savings  Bank  of  Glaris  ... 

— Bank  of  Grisons 

— Bank  of  Schaff  house 

1863  Federal  Bank  at  Berne  ... 

— Bank  of  Toggenbourg 

1866  Bank  of  Broye 

1867  Bank  of  Saint-Gall 

1868  Bank  of  B^le-campagne . . . 

1870  Canton  Bank  of  Thurgovia 

— Bank  of  Zurich 

1871  Canton  Bank  of  Grisons  . . 


■Circulation. * Coin 


Capital. 

francs. 

6,000,000  . 

1869. 

francs. 

1,466,000 

1873. 

francs. 

3,649,000 

Reserve. 

francs. 

6,000,000  . 

2,070,000 

2,691,000 

— 

4,500,000  . 

1,839,000 

3,479,000 

1,327,422 

2,661,923 

4,000,000  . 

596,000 

2,174,000 

5,000,000  . 

1,837,000 

6,535,000 

4,072,596 

6,000,000  . 

2,791,000 

4.342.000 

1.800.000 

— 

2,500,000  . 

851,000 

— 

2,340,000  . 

360,000 . 

770,000 

367,670 

3,000,000  . 

353*°°° 

500.000 

686.000 

— 

2,250,000  . 

400,000 

367.473 

395.000  - 

55* 000 

. 

112,000 

856,000 

48,059 
1 ,497,066 

4,000,000  . 

219,000 

2,400,000  . 

139,000 

38,000 

1 18,789 

3,000,000  . 

1,120,000 

4,012,000 

— 

2,500,000  . 

207,000 

623,000 

582.913 

2,000,000  . 

266,000 

929,000 

— 

— 

300,000 

— 

450,849 

1,000,000  . 

169,000 

260,000 

663,000  . 

— 

198,000 

145,148 

1,500,000  . 

159,000 

447,000 

237,53* 

1,500,000  . 

127,000 

488,000 

179,172 

9,000,000  . 

1,399*00° 

3,309,000 

2,129,073 

2,000,000  . 

43°, 000 

557,000 

212,637 

I 

% 

54,000 

98,000 

42,897 

4,000,000  . 

1,174,000 

2453,000 

— 

1,000,000  . 
1,376,000  . 

— 

170,000 

— 

' 

722,000 

214*047 

6,000,000  . 

— 

- 

4,912,000 

— 

— 

— 

- 

706,000 

237*53* 

Total 


84,322,000  .18,381,000  .47,606,000 


.14,892,790 


A plan  somewhat  resembling  the  well-known  Suffolk-Bank  sys- 
tem of  Massachusetts,  has  been  established  by  some  of  these  banks. 
It  has  its  central  office  at  the  Bank  of  Commerce,  at  Geneva;  and 
comprehends  at  present  ten  associated  banks,  or  nearly  one-half  of 
the  whole.  These  banks  have  in  consequence  increased  their 
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circulation,  that  of  the  Bank  of  Commerce  having  risen  from 

1.837.000  francs  in  1869,  to  6,535,000  francs  in  1873.  The  total 
circulation  of  all  the  banks  has  risen  from  18,381,000  francs  in 
1869,  to  47,606,000  francs  in  1873.  This  rapid  expansion  of  bank 
issues  is  not  believed  to  threaten  any  suspension  of  specie  pay- 
ments. There  is  an  ample  coin  reserve  amounting  to  14,892,796 
francs,  which  is  about  31.3  per  cent,  of  the  aggregate  circulation  to 
be  protected.  This  seems  an  ample  safeguard  against  depreciation. 

Still  it  is  almost  certain  that  specie  payments  could  not  be  kept 
up  in  Switzerland  if  the  Bank  of  France  had  not  kept  its  notes  at 
par;  so  close  is  the  connection  between  the  monetary  and  finan- 
cial organization  of  the  two  countries.  It  will  be  observed  that 
since  the  suspension  of  the  Bank  of  France  the  paper  issues  of  the 
Swiss  banks  have  increased  nearly  three-fold.  Moreover,  in  1864, 
there  were  twenty  banks  with  a circulation  of  15  million  francs,  and 
in  1866,  twenty-five  banks  with  a circulation  of  18  millions.  In 
several  banks,  such  as  the  Pledge  Bank  or  Caissc  Hypothecaire  of 
Fribourg,  the  circulation  shows  a decrease  or  only  a slight  increase. 

These  banks,  most  of  them,  lend  their  money  on  real  estate  or 
other  security  of  long  date  not  readily  convertible  into  cash.  Ex- 
perience there,  as  here,  seems  to  have  taught  the  lesson  that  on 
such  securities  as  these,  banks  cannot  safely  lend  capital  which  they 
borrow  from  the  public  on  call.  In  almost  all  the  banks  there 
is  a restriction  as  to  the  amount  of  notes  which  may  be  issued. 
The  maximum  is  fixed  at  double  the  capital,  while  a coin  reserve 
is  exacted  of  one-third  of  the  circulation.  Five  banks  have  a 
monopoly  in  their  respective  cantons,  those  of  Vaud,  Neuchatel, 
ValAis,  Tessin,  and  Basle.  But  these  exclusive  privileges  do  not 
prevent  the  distant  banks  from  establishing  branches  within  the 
same  neighborhood.  Thus  the  Federal  Bank  of  Berne  has  a 
branch  at  Lausanne,  and  another  at  Chaux  de  Fonds,  in  the 
Canton  of  Neuchatel.  This  Federal  Bank,  it  may  be*  stated,  is 
such  in  name  only,  and  has  no  rank,  or  privilege,  or  monopoly  in 
which  it  out-ranks  the  other  banks. 

The  capital  of  the  Swiss  banks  of  circulation  varies  from 

395.000  francs  for  the  People’s  Bank  of  La  Gruy&re,  to  12  mil- 
lions of  francs,  which  is  the  capital  of  the  Federal  Bank  of  Beme 
as  increased  in  1874.  Four  banks  have  a capital  of  6 millions 
each,  one  of  5 millions,  four  of  4 millions,  two  of  3 millions,* 
and  seven  of  2 millions.  The  general  average  is  a little  below 
three  millions  for  each  bank.  The  aggregate  capital  of  the  Swiss 
banks  has  rapidly  increased.  From  43  millions  of  francs  in 
*860,  it  increased  to  54,600,000  in  1864,  and  to  73,357,784 
francs,  including  surplus,  in  1869.  The  general  prosperity  of  the 
banking  system  is  shown  by  the  ample  dividends  earned  for  its 
capital,  and  by  the  steady  increase  in  the  amount  of  its  surplus. 
In  1873,  the  banks  paid  a general  average  of  8 per  cent,  on  the 
par  value  of  their  capital.  The  highest  was  10  per  cent,  for  the 
Canton  Bank  of  Tessin,  and  6.75  per  cent,  for  the  Pledge  Bank 
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of  Fribourg.  Only  one  institution,  the  Canton  Bank  of  Valais,  has 
been  in  embarrassment,  the  cause  being  the  acts  of  the  Canton 
Government,  which  has  made  drafts  upon  its  resources  and  its 
credit  in  aid  of  the  Treasury.  The  Federal  Bank  of  Berne  had 
in  1870  a deficit  of  3 millions  of  francs  through  the  defalcation 
of  the  cashier  at  its  branch  establishment  at  Zurich. 

The  Swiss  banks  discount  local  bills  with  two  signatures,  the 
rate  varying  within  moderate  limits,  seldom  exceeding  4 to  5 per 
cent.  Above  6 per  cent,  the  rate  never  rises,  except  in  Geneva 
and  some  other  towns  of  active  industry,  which  are  now  and 
then  exposed  to  the  fluctuations  of  foreign  money  markets.  Most 
of  the  banks  pay  interest  on  deposits  both  for  current  accounts 
and  for  money  held  on  time.  The  interest  paid  on  deposits 
varies  from  3 to  5 per  cent. 

In  1873,  the  Bank  of  Commerce  of  Geneva  reported  its  aggre- 
gate of  discounts  at  126  millions  of  francs.  This  sum  is  48  mil- 
lions more  than  in  1872,  73  millions  more  than  in  1871,  and  it  is 
nearly  triple  that  of  1870.  From  these  figures,  it  is  evident  that 
the  growth  of  the  industrial  enterprise  of  Switzerland  since  the 
Franco-German  war  must  have  been  enormous. 

Beside  these  banks  of  circulation,  there  are  about  60  other 
banking  institutions  which  receive  deposits  and  make  loans.  In 
their  constitution  and  management,  some  of  them  resemble  our 
trust  companies,  others  our  mortgage  companies,  while  others 
again  are  more  like  the  finance  companies  of  England,  or  the 
Credit  Foncier,  and  the  Credit  Mobilier  of  France.  This  class  oi 
institutions  have  received  a rapid  development  for  several  years  past 
by  the  construction  of  new  railways,  as  well  as  from  other  causes, 
Several  of  these  banks  have  a large  capital.  The  Credit  Suisse 
at  Zurich  has  20,000,000  francs;  the  Bank  of  Winterthur  in  the 
Canton  of  Zurich,  15,000,000  francs;  the  Bank  of  Commerce  al 
Basle,  8,000,000  franfcs;  the  Union  Bank  of  Basle,  1 2,000,000  \ 
and  the  Pledge  Bank  of  Berne,  7,000,000  francs.  Of  these  Pledge 
banks  in  Switzerland  there  are  1 5 ; and  no  more  than  thfee  of  them 
issue  circulation.  Their  organization  resembles  the  Credit  Fonciei 
or  mortgage  companies  of  other  countries,  except  that  they  have 
more  elasticity  in  their  methods.  Whether  any  sacrifice  of  safety 
will  result,  a sufficient  lapse  of  time  has  not  yet  occurred  to  show 
Many  of  these  institutions  lend  money  to  farmers  for  moving 
their  crops,  and  discount  for  this  purpose  the  notes  of  the  farmers 
the  rate  of  loans  on  hypothecated  pledges  varies  from  4^  to  6 
per  cent,  in  these  institutions,  and  the  net  profits  are  generally*  6 
to  7 per  cent.,  though  in  some  cases  less  than  5 per  cent. 

The  Savings  banks  of  Switzerland  hold  deposits  amounting  tc 
180  millions  of  francs.  They  are  not  under  government  control  a! 
are  the  Savings  banks  of  England  whose  assets  are  all  deposited  in 
the  National  Treasury.  The  Swiss  Savings  banks,  like  those  of  th< 
United  States,  are  under  government  supervision;  but  they  control 
heir  own  moneys.  They  have  also  more  freedom  than  our  Saving! 
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banks,  as  they  can  use  their  money  both 'for  loans  or  hypothecated 
pledges,  and  also  for  the  discount  of  commercial  paper  of  the 
highest  grade.  During  the  last  ten  years  the  Savings  bank  deposits 
have  doubled.  We  cannot  enter  into  further  details  relative  to  the 
Swiss  banking  system.  Enough  has  been  said  to  illustrate  three 
points.  First,  the  energy  with  which  that  system  has  developed 
shows  how  actively  it  has  sympathized  with  the  industrial  reaction 
of  the  last  few  years.  Though  chiefly  agricultural,  Switzerland  has 
always  had  a strong  tendency  to  manufacturing  industry.  Its  com- 
merce is  restricted  by  its  inland  position,  and  is  carried  on  through 
the  four  surrounding  States,  Austria,  Italy,  Germany  and  France, 
the  French  trade  being  the  greatest.  According  to  the  census  of 
i860  there  are  1,095,447  individuals  supported  by  agriculture  either 
wholly  or  in  part  The  manufactories  employed  at  the  same  date, 
216468  persons,  the  handicrafts  241,425.  In  the  canton  of  Basle 
the  manufacture  of  silk  ribbons  amounted  to  the  annual  value  of 
37  million  francs,  and  employed  6,000  persons.  In  the  canton  of 
Zurich,  silk  stuffs  to  the  value  of  40  millions  of  francs  are  made  by 
12,000  operatives.  The  manufacture  of  watches  and  jewelry  in  the 
cantons  of  Neuchfitel,  Geneva,  Vaud,  Berne,  and  Salothum  occu- 
pies 36,000  workmen,  who  produce  annually  500,000  watches — 
three-sevenths  of  the  quantity  of  gold,  and  four-sevenths  of  silver — 
valued  at  45  million  francs.  In  the  cantons  of  St.  Gall  and  Ap- 
penzell  6,000  workers  made  10  million  francs  of  embroidery  annu- 
ally. The  printing  and  dyeing  factories  of  Glarus  turn  out  goods 
to  the  value  of  150,000  francs  per  annum.  The  manufacture  of 
cotton  goods  employs  upwards  of  1,000,000  spindles,  4,000  looms, 
and  20,000  operatives,  besides  38,000  hand-loom  weavers.  It  will 
be  interesting  to  compare  with  these  figures  the  reports  of  the  last 
census,  which  was  taken  December  1st,  1870,  but  as  only  being  in 
part  reported  to  the  public.  At  this  census  there  were  but  five 
towns  with  more  than  20,000  inhabitants ; viz.,  Geneva,  seat  of  the 
watch  and  jewelry  industry,  with  46,783;  Basle,  centre  of  the  silk 
industry,  with  44,834;  Berne,  political  capital,  with  36,001;  Lau- 
sanne, with  26,520;  and  Zurich,  with  21,199  inhabitants.  The 
total  population  was  2,669,147,  of  which  it  is  estimated  that  there 
are  but  half  a million  of  persons  who  have  no  landed  property. 
From  these  statistics  the  probability  is  suggested  to  which  we  shall 
refer  more  particularly  hereafter,  that  much  of  the  expansion  of 
the  banking  system  in  Geneva  is  due  to  finance  operations  in 
France  and  other  populous  neighboring  countries.  Still,  making 
allowance  for  this  element  of  increase,  the  most  healthy  part  of 
the  financial  growth  of  Switzerland  .is  due  no  doubt  to  industrial 
development  at  home. 

Secondly,  another  general  fact,  illustrated  by  the  Swiss  banking 
system,  is  the  tendency  of  modem  finance  to  centralization.  The 
two  and  a-half  millions  of  inhabitants  of  Switzerland  are  divided 
into  22  Cantons  or  sovereign  States,  all  of  which  have  separate 
governmental  machinery,  and  several  of  them  their  own  State 
bank.  Indeed,  the  system  has  many  points  of  resemblance  to  our 
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old  State-banking  system.  But  since  1848,  when  the  new  federal 
constitution  was  established,  the  old  Swiss  bank  monopolies,  with 
their  exclusive  privileges,  were  menaced,  and  the*  project  has  befen 
agitated  with  more  and  more  success  to  create  a National  or 
Federal  bank  like  the  Bank  of  France.  If  any  catastrophe  should 
befall  the  banking  system,  this  scheme  of  centralization  is  not  un- 
likely to  be  successful.  Its  friends  contend  that  it  would  give 
support  to  the  public  credit,  stability  to  the  money  market,  and 
elasticity  to  the  currency.  They  also  argue  that  the  establishment 
of  a central  bank  would  create  those  advantages  of  unity  in  which 
the  present  banking  system  is’ so  deficient.  To  understand  this,  it 
is  necessary  to  remember  that  the  Swiss  banks  of  circulation 
are  of  three  kinds.  1.  There  have  been  founded  under  the  aus- 
pices of  some  of  the  Cantons,  and  often  with  Government  aid, 
privileged  banks  endowed  with  the  monopoly  of  the  circulation 
and  designated  Canton  banks.  2.  In  a few  Cantons,  charters  have 
been  given  to  one  or  more  banks  in  which  the  State  has  no 
authority  or  ownership,  having  simply  authorized  them  by  charter. 
3.  There  are  in  other  Cantons  private  banks  which  have  sprung  up 
by  the  side  of  Canton  banks,  where  the  latter  have  not  been  en- 
dowed with  an  exclusive  monopoly.  To  obtain  more  uniformity 
has  long  been  the  desire  of  an  active  party  of  Swiss  financiers 
Petitions  in  its  favor  have  several  times  been  sent  to  the  Federal 
Assembly.  Quite  recently  in  the  new  federal  constitution  an  ar- 
ticle has  been  adopted  giving  to  the  federal  authorities  powers  to 
legislate  on  the  emission  of  bank  notes  and  on  the  guarantees 
exacted  for  redemption  on  demand.  But  these  new  powers  are 
expressly  limited  in  such  a way  that  bank  notes  cannot  be  made 
a legal  tender,  nor  can  the  exclusive  monopoly  of  issue  be  given 
to  any  bank. 

Thirdly,  our  banking  system  differs  from  that  of  the  Swiss  in 
nothing  perhaps  more  than  in  the  relative  importance  of  banks  of 
circulation.  In  this  country,  three-fourths  of  the  loaning  power 
wielded  by  our  credit  system  belongs,  perhaps,  to  institutions 

which  issue  circulation.  No  more  than  one-fourth  of  its  loaning 

power  belongs  to  those  banks  and  credit  institutions  which  issue  no 
notes.  If  this  estimate  be  correct  for  the  United  States,  it  illus- 
trates our  defective  development  in  that  part  of  the  credit  organ- 
ization which  comprehends  trust  companies,  mortgage  companies, 
finance  companies,  that  lend  on  securities  of  long  date,  such  as 
ordinary  mercantile  banks  cannot  take.  Our  deficiency  in  this 
particular  is  in  part  compensated  by  the  ease  with  which  foreign 

capital  can  invest  itself  in  this  country  by  the  purchase  of  our 

securities.  In  Switzerland,  the  invasion  of  foreign  capital  has 
taken  a different  form.  It  has  preferred  to  create  credit  and 
finance  companies,  most  of  which  are  doing  well.  Two  or  three 
of  these  foreign  institutions  have  indeed  failed.  It  is,  however, 
a noteworthy  circumstance  that  no  bank  of  circulation  has  ever 
failed  in  Switzerland. 


Digitized  by  Google 


i874«]  wolowski,  the  credit  foncier,  and  our  bonds.  19 1 


M.  WOLOWSKI,  THE  CREDIT  FONCIER,  AND  THE 
FRENCH  MARKET  FOR  OUR  BONDS. 

It  has  not  generally  been  expected  that  France  would  be  a large 
purchaser  of  United  States  securities  for  some  years  to  come.  The 
report  is  however  current,  and  is  mentioned  elsewhere,  that  among 
the  parties  forming  the  new  Syndicate  is  the  Credit  Fonder,  of 
which  M.  Wolowski  is  the  founder  and  chief.  Inquiries  are  being 
consequently  made  as  to  what  are  the  probable  prospects  of  the 
French  demand,  and  also  as  to  who  is  M.  Wolowski  and  what  are 
the  character  and  status  of  the  Credit  Fonder. 

As  to  the  last  part  of  these  inquiries,  the  Credit  Foncier  is  one  of 
the  soundest  of  the  numerous  credit  institutions  started  in  France 
during  the  Second  Empire.  It  was  organized  by  M.  Wolowski  in 
1852,*  under  the  name  of  the  Compagnie  de  Credit  Foncier  at  Paris. 
The  Government  of  Louis  Napoleon  looked  favorably  upon  the  en- 
terprise, and  it  was  soon  afterwards  chartered  as  the  Credit  Foncier 
de  France . One  of  its  prominent  objects  has  always  been  to  lend 

money  to  farmers  on  the  security  of  their  real  estate.  In  an  early 
number  of  the  Banker’s  Magazine  we  shall  give  a detailed  his- 
tory of  this  and  similar  institutions  on  the  continent  of  Europe, 
where  they  have  been  long  established,  though  from  peculiar  cir- 
cumstances none  of  them  have  yet  been  started  in  England  and 
but  few  of  them  in  this  country.  The  Credit  Foncier  of  France 
ranks  among  the  most  flourishing  and  prosperous  institutions  of  its 
kind  in  Europe.  We  could  not  have  desired  a more  fit  auxiliary 
for  the  negotiation  of  our  bonds. 

The  question  whether  any  such  demand  is  to  be  expected  has 
been  too  hastily  answered  in  the  negative.  Compared  with  the 
probable  English  demand  for  our  securities,  their  absorption  by 
investors  in  France  must  of  course  be  small.  But  the  fact  that 
the  Credit  Foncier  and  other  financial  institutions  of  France  have 
been  making  inquiries,  shows  with  sufficient  clearness  what  is  the 
opinion  of  French  bankers  who  have  the  most  experience  and  the 
best  information.  The  Berlin  correspondent  of  the  London  Times 
offered  lately  some  explanations  which  throw  light  on  this  subject. 
The  bankers  at  Berlin,  from  whom  this  writer  evidently  derived 
his  information,  have  had  abundant  opportunity  and  incentive 
during  the  last  three  years  for  making  proper  inquiries  into  the 
financial  strength  of  France.  “According  to  the  best  judges,”  this 
wnter  says,  “the  annual  income  of  the  French  must  be  calculated 
at  3°  milliards,  and  their  surplus  at  8 milliards,  per  year.”  In 
other  words,  the  French  people  earn  6,000  millions  of  dollars  a 
year  by  their  national  industry.  Out  of  this  sum  the  cost  of 
bring  has  to  be  met.  This  outlay  is  set  down  at  4,400  millions, 
including  the  Government  and  the  army.  The  residue  of  1,600 
millions  of  dollars  of  savings  is  added  every  year  to  the  funds 
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which  the  frugal  French*  accumulate  for  investment.  With  such  a 
rapid  rise  in  the  reservoir  of  loanable  funds  it  is  reasonable  to  ex- 
pect that  some  of  these  funds  will  invest  themselves  in  the  best 
foreign  government  securities,  and  the  bonds  of  the  United  States 
are  taking  their  proper  place  in  the  list  of  such  securities  in  the 
Bourses  of  Europe.  For  these  reasons,  therefore,  as  well  as  for 
others  too  numerous  to  mention,  it  is  supposed  that  a moderate 
demand,  at  first  small,  but  gradually  increasing,  may  be  relied  on. 
Our  securities  have  long  been  dealt  in  at  Paris,  and  it  is  grati- 
fying to  find  that  the  dealings  are  likely  to  be  enlarged. 

With  regard  to  M.  Wolowski,  who  has  been  one  of  the  foremost 
economists  and  financiers  of  Paris  for  nearly  a quarter  of  a century, 
he  is  a member  of  the  French  Institute,  and  since  1839  he  has 
been  the  Professor  of  Legislation  at  the  Conservatoire  des  Arts  et 
Metiers.  In  1848  he  was  created  a member  of  the  Council  of 
that  body.  Though  taking  so  conspicuous  a part  in  French  af- 
fairs, M.  Wolowski  is  of  Polish  extraction.  He  was  bom  in  1810, 
at  Warsaw,  where  his  father  was  for  many  years  President  of  the 
Polish  Diet.  He  was  educated  in  France  from  1823  to  1827. 
He  took  an  active  part  in  the  Polish  revolution  of  1830,  filled 
several  military  and  civil  offices,  and  after  the  suppression  of  the 
movement,  by  the  capture  of  Warsaw,  8th  September,  1831,  he 
resolved  to  stay  in  France,  whither  he  had  been  sent  as  Secretary 
of  Legation.  In  1834,  two  years  after  the  ukase  incorporating 
Poland  as  an  integral  part  of  the  Russian  Empire,  Wolowski  re- 
nounced his  nationality,  received  letters  of  naturalization  in  France, 
and  took  no  further  interest  in  any  of  the  abortive  insurrections 
which  have  since  been  attempted  in  Poland. 

With  characteristic  ardor,  and  with  the  subtle  pliancy  and  fer- 
tility of  resource  for  which  he  is  distinguished,  Wo^wski  threw 
himself  into  the  intellectual  and  economic  movements  which  were 
fostered  by  Louis  Phillippe,  in  Paris.  In  1833  he  established  the 
Revue  tie  Legislation  et  de  Jurisprudence,  and  soon  obtained  dis- 
tinction for  his  investigations  into  industrial  and  financial  subjects, 
which  he  pursued  in  conjunction  with  M.  Leon  Fancher.  His 
prominence  as  a statistician  and  economist  led  to  his  appointment 
to  the  Chair  of  Legislation  at  the  Conservatoire. 

During  the  ten  years  prior  to  1848  he  took  no  active  interest 
in  politics.  His  liberal  opinions  and  broad  views  were,  however, 
well  known  from  his  lectures  and  writings.  During  the  troubles 
of  1848,  after  the  proclamation  of  the  Republic,  Wolowski  was 
elected  representative  to  the  Constituent  Assembly  for  the  depart- 
ment of  the  Seine.  He  here  pursued  an  enlightened  conservative 
course*  took  an  active  share  in  all  the  great  parliamentary  discus- 
sions on  finance  and  trade,  and  was  re-elected  to  the  Legislature- 
After  the  coup  d’etat  of  2d  December,  1851,  the  Legislative  As- 
sembly was  dissolved,  the  National  Guard  was  disbanded  and 
Wolowski’s  political  career  came  abruptly  to  an  end.  He  imme- 
diately set  about  the  organization  of  his  Credit  Foncier  and  re- 
sumed his  labors  at  the  Conservatoire. 
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His  course  of  lectures  at  that  institution  interrupted  his  public 
writings,  which  had  previously  been  quite  voluminous.  As  early 
as  1839  he  had  published  a work  on  the  Mobilization  du  Credit 
Fonder.  In  1843  he  brought  out  a treatise  of  great  value  on 
commercial  frauds,  and  in  1845  another  work  on  the  organization 
of  labor.  His  Studies  on  Political  Economy'  and  Statistics  and 
his  book  on  the  Organization  of  the  Credit  Foiicier  were  all 
intended  to  prepare  the  public  mind  for  the  practical  schemes  of 
finance  for  which  the  industrial  development  of  France  offered  so 
inviting  a field. 

In  1864  he  brought  out  an  important  work  on  the  currency, 
which  has  contributed  much  to  his  influence  both  in  France  and 
abroad.  In  1866  his  foreign  correspondence  and  growing  reputa- 
tion suggested  his  elaborate  work  on  th£  Bank  of  England  and 
the  banks  of  Scotland.  His  latest  work  is  a volume  of  speeches 
delivered  before  the  National  Assembly,  enriched  with  numerous 
notes  and  statistical  illustrations  and  published  in  1872.  This  vol- 
ume contains  the  chief  labors  of  M.  Wolowski  since  the  Franco- 
Prussian  war  and  the  establishment  of  the  Republic.  During  the 
Empire,  as  we  have  said,  he  held  no  political  office,  but  declined 
to  do  so.  He  was  a contributor  on  Economics  and  Free  Trade 
to  the  Sitcle,  the  Journal  des  Economistes , and  to  the  Revue  des 
Deux  Afondes.  In  those  journals  he  wrote  extensively,  and  was  a 
well-known  defender  of  the  principles  of  sound  finance  and  com- 
mercial liberty.  The  admirable  weekly  journal,  the  Economiste 
Francois , also  publishes  him  as  one  of  its  contributors,  with 
Michel  Chevalier,  Maurice  Block,  Alphonse  Courtois  fils,  Axmand 
Husson,  and  other  welhknown  financial  authorities. 

At  the  complementary  elections  of  July  2,  1871,  Wolowski  was 
elected  Representative  of  the  Department  of  the  Seine  to  the  Na- 
tional Assembly  by  147,042  votes  out  of  290,823  voters.  He 
has  spoken  frequently  on  all  the  great  financial  difficulties  with  which 
the  French  Parliament  has  had  to  deal  during  the  last  three  years. 
The  pith  and  substance  of  many  of  the  best  of  these  speeches  is 
embodied  in  the  volume  to  which  we  have  referred.  It  will  be 
followed,  we  trust,  by  a second  series  of  speeches  covering  the 
eventful  period  that  has  since  elapsed. 

The  sagacity  and  straightforwardness  of  M.  Wolowski  are  illus- 
trated in  the  policy  he  has  invariably  proposed,  both  in  and  out 
of  the  National  Assembly,  for  the  Bank  of  France.  As  an  ex- 
ample, we  may  cite  his  recent  proposal  relative  to  the  debt  due 
the  bank  from  the  French  Government.  The  last  mails  inform 
^ that  the  bank  has  refused  to  accept  the  Wolowski  plan,  but 
the  result  will  probably  show  that  he  and  the  National  Assembly 
which  passed  the  law  were  in  the  right.  The  circumstances  were 
these.  During  the  war  the  Bank  of  France  advanced  large  sums 
to  the  Government,  and  it  was  settled  that  these  loans  should  be 
repaid  at  the  rate  of  200  millions  of  francs  a year.  This  annuity 
h^s  been  punctually  paid  until  this  year,  when  the  Government 


Digitized  by  LjOOQle 


194  banker’s  magazine.  [September, 

was  unable  to  pay  so  much.  After  prolonged  discussion,  Wolowski 
gave  one  of  his  clear  and  convincing  expositions  of  the  situation, 
and  showed  the  mischievous  results  to  the  bank  and  to  the  Gov- 
ernment credit  of  letting  these  payments  to  the  bank  become  un- 
certain and  deficient  in  promptitude.  He  showed  that  the  smallest 
sum  which  the  bank  ought  to  be  asked  to  accept  was  150  millions 
in  place  of  200  millions.  The  law  was  passed  making  this  pro- 
vision, but  as  the  bank  authorities  under  previous  laws  and  con- 
tracts had  a right  to  object,  and  to  refuse  to  accede  to  the  dimi- 
nution of  their  annuity,  they  did  so,  and  made  a counter  proposi- 
tion. This  plan  was  that  the  bank  should  lend  the  Government 
80  millions,  out  of  which  the  Government  could  pay  the  deficit  of 
50  millions,  and  add  beside  30  millions  to  its  reserve.  The  only 
effect  of  this  compromise,  which  has  been  accepted  by  the  Gov- 
ernment, will  probably  be  to  defer  the  adoption  of  the  Wolowski 
suggestion  till  next  year.  M.  Pasteur,  in  one  of  his  latest  works, 
complains  that  France  in  the  domain  of  war  and  legislation  has 
been  able  to  raise  up  of  late  years  so  few  great  men.  Professor 
Tyndal  quotes  this  opinion  with  approval,  and  suggests  that  it  ex- 
plains the  disasters  of  France  in  her  latest  struggle  against  Ger- 
many. Without  disputing  this  doubtful  hypothesis,  we  may  at  least 
claim  for  the  French  nation  a galaxy  of  great  names  in  finance. 
Their  presence  and  power  are  shown  by  the  amazing  progress 
which  France  has  made  in  industrial  activity  and  financial  power 
and  material  wealth  during  the  nineteenth  century.  Perhaps  no 
country  has  done  so  much  as  France  for  the  development  of  eco- 
nomic science  in  its  relations  to  banking  and  monetary  legislation. 
It  is  not  our  purpose  to  give  in  this  place  any  sketch  of  what 
French  economists  have  done  in  this  respect.  We  are  speaking 
simply  of  M.  Wolowski,  and  of  him  chiefly  as  a banker  and  one 
out  of  a large  body  of  eminent  men  who  have  shed  radiance  on  the 
financial  progress  of  the  French  people,  while  they  have  given  to 
that  progress  much  of  its  stability  and  permanence. 

M.  Wolowski  is  one  of  the  men  to  whom  the  Bank  of  France 
owes  her  large  bullion  reserve.  Amid  much  opposition  he  and  the 
conservative  financiers  with  whom  he  acts,  have  urged  and  carried 
to  success  this  policy  of  holding  the  large  coin  reserve,  to  which 
France  owes  it  to-day  that  her  currency  is  not  depreciated  and 
her  financial  system  thrown  into  disorder  by  her  enormous  legal- 
tender  issues  of  paper  money.  He  opposed  the  duties  on  raw 
materials.  He  insisted  that  France  should  keep  her  treaty  obliga- 
tions in  all  future  changes  of  her  tariff.  But  he  seems  to  have 
refrained  from  conspicuous  activity  on  all  questions  not  concerned 
with  the  financial  and  industrial  problems  to  which  his  undivided 
attention  as  a statesman  was  given.  Our  space  forbids  further  de- 
tails about  the  career  of  M.  Wolowski.  Enough  has  been  said  to 
show  that  if  the  rumor  should  be  confirmed  that  he  and  his 
friends  have  taken  part  of  our  new  loan,  the  circumstance  cannot 
but  be  regarded  as  favorable  to  the  status  of  our  government  se- 
curities in  the  European  market. 
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THE  SAVINGS  BANKS  OF  CONNECTICUT. 

Report  of  the  Special  Bank  Commission. 

During  the  session  of  the  General  Assembly  of  1873  a marked 
interest  was  manifested  in  relation  to  the  Savings  banks  of  the 
State.  The  misfortunes  and  irregularities  on  the  part  of  several  of 
them,  and  the  alleged  misconduct  of  others,  created  an  animated 
discussion  on  the  whole  subject  of  the  Savings  bank  system  of  the 
State.  Some  legislation  resulted,  and  much  more  was  proposed, 
but  not  adopted.  Finally  it  was  decided  to  postpone  further  ac- 
tion on  the  subject  till  another  year,  and  in  the  meantime  to  pro- 
vide for  a more  searching  investigation  into  the  practical  workings 
of  the  Savings  banks  of  the  State  than  had  ever  before  been  re- 
quired, in  order  that  the  subject  might  be  legislated  upon  under- 
standing^. With  entire,  unanimity  the  General  Assembly  therefore 
appointed  Messrs.  David  P.  Nichols,  of  Danbury,  Thomas  S. 
Marlor,  of  Brooklyn,  and  John  W.  Stedman,  of  Norwich,  a 
Special  Commission,  to  visit  and  examine  the  several  Savings  banks 
and  Savings  societies  in  the  State,  with  the  same  powers  and 
authority  in  relation  to  Savings  banks  and  societies  as  those  of 
the  Bank  Commissioner  of  this  State. 

The  report  of  this  Commission  is  now  before  us.  Its  work  has 
evidently  been  done  with  great  thoroughness,  and  a large  amount 
of  valuable  information  is  given  as  to  the  condition  and  manage- 
ment of  the  Savings  institutions.  It  brings  to  light  some  cases  of 
very  loose  management,  and  of  open  and  persistent  violation  of 
the  law  as  to  the  making  of  loans  and  the  receiving  of  usurious 
interest.  We  take  from  the  report  a summary  of  its  leading  de- 
tails, which  are  none  the  less  important  for  being  only  as  late  as 
November,  1873. 

Deposits  and  Depositors. 

“The  following  tables  show  the  deposits  of  the  banks  of  the 
State,  the  number  of  depositors  classified,  and  the  amount  de- 
posited by  each  class: 

No.  A mount  Surplus  No.  of  A verage  to  A verage  to 

Counties.  Banks.  Deposited.  Funds.  Depositors,  each  depos'r.  Population . 

Hartford...  14  .$13,164,612  . $362,070  . 47,923  .$27470  .$117  54 
New  Haven.  11  . 14,095404  . 410,280  . 46,354  . 30408  - 11624 

New  London  8 . 15,629,087  . . 90,274  . 32,301  . 483  83  . 234  78 

Fairfield....  15  . 12,603,853  . 306,833  . 35,582  . 35422  . 13230 

Litchfield . . . 10  - 3,060,103  .’  70402  . 9,915  - 30863  . 62  80 

Middlesex  ..  9 . 8,884,235  . 13,272  . 18,111  . 490  54  - 24°  n 

Windham  ..  7 - 3441,307  - 35^5  - 10, 742  - 32©  36  • §9  34 

lolland 5 . 1,327,023  . 6,571  . 4,580  . 289  74  - 60  32 

79  .$72,205,624  .$1,295,607  .205,510  .$35135  • $ *34  35 
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“ By  this  table  it  will  be  seen  that  the  entire  deposit  of  the  State 
is  $72,205,623.88,  or  an  average  to  the  depositor  of  $351  35,  and 
to  the  population  of  the  State,  $ 134.35.  It  may  be  interesting  to 
see  how  we  stand  in  these  particulars  with  the  richest  of  our 
neighboring  States.  Here  are  the  latest  reports  at  our  command: 


New  York 

Massachusetts 
Connecticut.. . 
Rhode  Island. 


Deposits. 

$285,520,085  00 
187,842,561  13 
72,205,623  88 
44,211,376  07 


A verage  to  dep. 

$293  21  .. 

« : 


Average  to  pop. 

$65  15 
128  95 

*34  35 

203  40 


Classification  of  Deposits. 


Less  than  $ 500.  $500/0$!, 000.  $1,000  to  $3,000.  Over  $ 3,000. 


Counties.  No.  Dep.  A mount.  No.  Dep.  A mount.  No.  Dtp.  A mount.  No.  Dtp.  A mount 
Hartford  ..  39891  . $4,097,945  . 5,066  . $4,012,587  . 2,700  . $3,781,038  . 288  . $ 1,246, 671 
New  Haven  35,775  . 4,850,6x1  . 8,428  . 3,510,925  . 2,860  . 4,318,027  . 318  . 1,409,103 

N.  London.  23.238  , 3,618,676  . 5 140  . 3.677,477  . 3,500  . 5,178.925  . 625  . 3,089.7x0 

Fairfield  ...  27761  . 3,783,856  . 4,622  . 3,148,0x0  . 2,838  . 4,468,166  . 281  . 991,037 

Litchfield..  7,971  . 1,173,154  . 1,241  . 677597  . 646  . 962,104  . 56  . 255.545 

Middlesex  . 13,646  . 1,852, 19X  . 2,ts*  . 1,651. 518  , 1,870  . 2,997,358  . 443  . 2,376754 

Windham  . 8,527  . 1,238,908  . 1,475  . 979,047  . 681  . 975,295  • 59  • 248,157 

Tolland....  3.716  . 533  4<M  • 5»9  • 384,17a-  257-  336.151-  • 73.295 


160,525  . $21,145,745  .28,713  . $18,041,933  15,352  • $23,017,064  .2,088  . $9,690,292 


" By  these  figures  it  will  be  seen  that  about  four-fifths  of  the  en- 
tire number  of  depositors  in  the  State  hold  nearly  one- third  of  the 
deposits,  or  an  average  of  only  $ 131.73  to  each  depositor.  About 
one-seventh  of  them  hold  about  one-quarter  of  the  deposits,  or  an 
average  of  $ 628.35  each.  Thus  it  will  be  seen  that  more  than 
nine-tenths  of  the  depositors  have  less  than  an  average  of  $ 630 
each,  and  a considerable  more  than  one-half  the  entire  deposits  of 
the  State.  About  one-fourteenth  of  them  have  nearly  one-third  of 
the  deposits,  or  an  average  of  $ 1,499.29  each.  And  only  2,088 
of  the  whole  number  of  205,510;  hold  less  than  one-eighth  of  the 
deposits,  or  $ 4,640.93  each. 

“A  large  proportion  of  the  last  class  of  deposits,  are  the  trust 
funds  of  societies,  sinking  funds  of  towns  and  corporations,  avails 
of  estates  awaiting  division,  and  the  exceptional  savings  of  laborers 
for  daily  wages.” 


Loans  and  Investments. 


Number 

0/ 

Loans  on 

Loans  on 

Invested  in 

Expenses  of 
Management. 

Counties. 

Banks. 

Real  Estate. 

Personal  Security. 

Stocks  and  Bonds.  Per  cent. 

Hartford  . . . 

- *4 

. $ 11,025,335 
. 9,854,142 

. $997**42  - 

$ 1,297,705 

- % 

New  Haven 

. II 

2,040,582 

2,117,419 

- % 

New  London  8 

. 7,l8l.450 

2,832,952 

5,439.594 

3,554,886 

- % 

P airfield 

- *5 

- 7,599,937 

• b354*93*  - 

649,516  . 

• A 

Litchfield . . . 

. 10 

• i,56i>393 

779*799 

■ A 

Middlesex  . 

- 9 

6,069,182 

709,123 

2,032,974 

. % . 

Windham  . . 

• 7 

2,060,609 

534,975  - 

656,204 

- V 

Tolland 

* 5 

850,682 

1 73*7*3  - 

429,43* 

- A 

79 

. $46,202,730 

. $9,292,934  . 

$ 16,308,012 

A 
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The  amount  loaned  on  personal  and  collateral  security  and  in- 
vested in  stocks  and  bonds  is  something  more  than  one-third  of 
all  the  deposits  of  the  State.  The  report  adverts  to  this  and  the 
other  violations  of  the  law  with  well-deserved  severity  as  follows : 
“The  law  relating  to  loans  on  personal  security  and  investments 
in  stocks  and  bonds  is  very  strict  and  explicit.  We  fear  there 
are  many  of  our  Savings-bank  managers  who  have  not  studied  it 
with  sufficient  care.  It  provides  : 

Sec.  1.  That  each  Savings  bank  or  Savings  society  may  loan  on  such  per- 
sonal security  as  the  directors,  trustees  or  managers  may  approve,  to  an 
amount  not  exceeding  one-half  of  the  whole  amount  then  on  deposit  in  such 
bank  or  society;  provided,  that  nothing  contained  in  the  provisions  of  this  act 
shall  be  so  construed  as  to  empower  said  Savings  banks  or  societies  to  pur- 
chase stocks,  bonds,  or  other  securities  not  herein  specially  authorized ; ana  all* 
other  loans  of  said  institutions,  not  herein  specially  provided  for,  shall  be  se- 
cured by  mortgage  of  real  estate  in  this  State,  unincumbered,  equal  to  double 
the  amount  of  the  loan  secured  thereon. 

Sec.  2.  Each  Savings  bank  or  Savings  society  may  invest  such  portions  of 
the  deposits  herein  authorized  to  be  loaned  on  personal  security,  as  the 
directors,  trustees  or  managers  shall  approve,  in  the  purchase  of  the  public 
stock  of  any  of  the  New  England  States,  or  the  States  of  New  York,  Ohio, 
Pennsylvania  and  Kentucky,  or  the  United  States,  in  the  stock  of  any  bank 
in  this  State,  New  York  City,  or  Boston,  in  the  public  stock  of  any  incor- 
porated city,  town  or  borough  in  this  State,  or  of  the  cities  of  New  York, 
Boston,  Providence  or  Albany. 

Sec.  4.  The  directors,  trustees  or  managers  of  any  Savings  bank  or  Savings 
wciety  assenting  to  a violation,  of  the  provisions  of  this  act,  shall  be  held 
jointly  and  severally  liable  to  said  Savings  bank  for  any  loss  which  may  re- 
sult therefrom. 

“ The  loans  on  personal  security  are  left  to  the  discretion  of  * the 
directors,  trustees  or  managers/  but  no  stocks  can  be  purchased , 
except  such  as  are  named  in  the  second  section. 

“ All  loans  on  real  estate  security  out  of  the  State  are  illegal,  ex- 
cept by  the  three  banks  favored  by  special  act.  We  show  a large 
amount  of  these  illegal  loans.  • 

“All  purchase  of  railroad  bonds  are  illegal  except  by  the  two 
banks  in  Norwich  favored  by  special  act.  We  do  not  give  lists 
in  detail  of  the  bonds  held  by  the  banks,  because  they  form  a 
part  of  the  Bank  Commissioner’s  Report,  and  to  publish  them 
here  would  be  an  unnecessary  repetition.  We  deem  it  our  duty, 
however,  to  call  attention  to  the  bonds  of  the  Southern  Minnesota 
Railroad,  held  by  several  of  our  banks. 

“These  bonds  were  put  upon  the  market  in  this  State  in  1869. 
They  were  represented  to  be  issued  at  the  rate  of  $ 20,000  a mile, 
upon  a railroad  running  from  a point  on  the  Mississippi  River, 
opposite  La  Crosse,  Wisconsin,  across  the  southern  portipn  of  the 
State  of  Minnesota.  The  road  was  represented  to  have  a land 
grant  of  8,960  acres  to  the  mile  of  track  laid,  which  was  worth 
at  its  then  market  price,  $ 62,899  to  the  mile,  or  more  than  three 
tunes  the  amount  of  the  mortgage,  which  covered  the  land  as  well 
as  the  road.  The  bonds  purported  to  pay  8 per*  cent,  interest  and 
were  sold  at  92^.  We  have  shown  that  the  Norwich  Savings 
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Society  purchased  $ 150,000  of  them,  the  Savings  Bank  of  Stafford 
Springs,  $ 12,000,  besides  holding  $ 15,000  of  them  as  security  for 
a doubtful  loan,  and  that  the  Chelsea  Savings  Bank  has  $ 30,000 
of  them  as  security  for  a loan  of  the  same  character.  Besides 
these  the  Staffordville  Savings  Bank  took  $ 30,000  of  them,  and  is 
now  in  bankruptcy  and  out  of  our  jurisdiction.  The  Thompson- 
ville  Savings  bank  purchased  $ 5,000  of  them,  but  in  January  last 
the  directors  took  them  out  of  the  bank  on  their  own  individual 
account.  So  that  the  whole  amount  now  held  by  our  solvent 
Savings  banks  is  $ 207,000,  upon  which  no  interest  has  been  paid 
since  October  1,  1871,  and  none  is  likely  to  be  paid  for  some 
.time  to  come,  as  the  entire  property  of  the  road  is  now  in  the 
hands  of  a receiver,  who  is  operating  it  under  orders  of  a court. 
The  land  grants,  represented  as  so  valuable,  are  unavailable,  and 
thus  far  the  company  have  ’ received  only  130,000  acres.  They  do 
not  hope  to  receive  more  than  70,000  more.  The  affairs  of  the 
company  are  now  in  litigation,  and  we  are  unable  to  report 
whether  it  will  be  brought  to  a speedy  close  or  not.  The  last 
published  statement  of  the  business  of  the  road  indicates  that  its 
first  mortgage  bonds  will  ultimately  be  valuable,  perhaps  to  their 
full  amount. 

“The  question  arises,  why  were  these  bonds  put  upon  our  Sav- 
ings banli  ? The  law  distinctly  prohibits  them,  and  holds  the 
managers  of  the  banks  purchasing  them  jointly  and  severally  liable 
for  any  loss  that  may  arise  from  their  purchase.  Granted  that  the 
representations  of  interested  dealers  in  them  made  them  a very 
attractive  investment.  Yet  these  representations  were  false,  and 
the  agents  in  this  State  did  not  take  the  necessary  steps  to  know 
whether  they  were  true  or  not.  A man  applying  to  a Savings 
bank  for  a loan  of  $ 500  on  his  homestead,  cannot  obtain  it  until 
a competent  committee  have  examined  the  house  and  its  surround- 
ings, have  passed  an  opinion  upon  its  value,  and  a legal  perfection 
of  title  is  established.  Should  less  pains  be  taken  with  loans  in- 
volving millions? 

“We  have  shown  that  the  officers  of  the  Norwich  Savings  So- 
ciety through  whose  influence  these  bonds  were  purchased  by  that 
bank  were,  at  the  time,  agents  for  their  sale,  and  received  liberal 
commissions  for  negotiating  them. 

“We  have  been  thus  particular  in  exposing  this  transaction,  be- 
cause of  the  wrong  involved  in  it,  and  that  it  may  serve  as  a 
warning  for  all  coming  time  to  those  who  have  the  .custody  of 
the  hard  earnings  of  the  people  not  to  be  tempted  into  a violation 
of  the  law§  of  the  State  established  for  their  protection. 

• ••••••• 

“ One  of  the  subjects  to  which  our  attention  was  called  early  in 
our  investigations,  was  that  of  separating  the  Savings  banks  of  the 
State  from  other  moneyed  institutions.  Our  investigations  have 
confirmed  us  in  the  opinion  that  such  a separation  is  demanded, 
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if  the  State  is  desirous  of  correcting  much  mismanagement  already 
existing,  and  of  removing  temptations  to  mischief  in  the  future. 
It  the  intention  of  the  law  to  divest  all  the  directors  of  our 
Savings  banks  from  every  selfish  or  “interested  motive  in  their 
management.  They  are  not  allowed  to  become  borrowers  or  surety 
for  borrowers  of  their  funds,  and  they  are  supposed  to  discharge 
the  duties  of  their  office  without  compensation.  Yet  as  a matter 
of  fact,  large  sums  of  money  belonging  to  the  Savings  banks  are 
placed  in  their  hands,  and  used  by  them  for  their  own  profit  as 
managers  and  stockholders  in  other  moneyed  institutions. 

• ••••-••• 

“In  seasons  of  financial  stringency,  the  temptation  is  very 
strong,  where  the  direction  of  Savings  banks  and  banks  of  circu- 
lation is  in  the  same  hands,  to  refuse  or  procrastinate  loans  in  the 
former,  if  by  so  doing  the  latter  can  be  aided  by  a liberal  deposit 
account  But  a fact  came  to  our  knowledge  which  illustrates  an- 
other view  of  this  subject.  During  the  panic  of  last*  year,  one  of 
our  Savings  banks  deposited  large  sums  of  money  with  several 
National  banks  for  use  in  case  it  should  be  needed  to  meet  an 
expected  run.  It  was  found,  however,  that  the  money  so  de- 
posited could  not  be  withdrawn  when  wanted,  without  positive 
mjury  to  the  National  banks.  The  deposits,  therefore,  were  no 
protection  to  the  Savings  bank.  On  the  other  hand  they  were 
used  to  buoy  up  the  National  banks  in  which  they  were  placed. 
The  National  banks,  in  which  the  Savings  banks  deposited  their 
funds,  were  represented  in  the  Savings  bank  board  by  directors 
whose  influence  prevented  them  from  insisting  upon  withdrawing 
their  deposits  when  they  were  much  needed. 

“Again,  it  has  become  common  for  officers  of  National  banks, 
who  are  also  officers  of  Savings  banks,  to  act  as  the  well-paid 
agents  for  the  sale  of  what  are  technically  called  ‘securities/  un- 
der which  designation  the  bonds  of  unfinished  and  non-dividend- 
paying railroads  are  very  prominent.  The  temptation  has  not 
always  been  resisted,  to  put  these  ‘ securities  * upon  our  Savings 
hanks,  either  as  1 permanent  investments/  or  as  collateral  security 
for  doubtful  loans. 

“Finally,  there  are  facilities  for  absolute  and  intentional  fraud, 
▼here  the  control  of  a Savings  bank  and  a National  bank  is 
blended,  which  it  is  the  duty  of  the  Legislature  to  guard  against 
by  the  most  stringent  legislation.  We  have  no  suspicion  of  any 
distance  of  this  kind  in  this  State,  but  a neighboring  State  has  had 
an  experience  that  is  possible  under  the  same  circumstances  any- 
where. 

• ••••••• 

“It  may  be  argued  by  some,  that  there  are  Savings  banks  that 
^anot  afford  to  maintain  a separate  management.  We  are  satis- 
fed  that  this  is  a mistake.  In  nearly  every  instance  they  would 
be  benefited  by  such  separation.  But  suppose  it  should  cause 
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the  closing  of  a few  of  them,  this  would  not  be  a sufficient  reason 
for  omitting  all  legislation  on  a subject  so  important,  as  we  be- 
lieve,-to  the  Savings  bank  system  of  the  State.  There  are  but 
eighteen  Savings  banks  in  the  State  connected  with  banks  of  dis- 
count, and  there  is  not  one  of  them  that  has  not  a much  larger 
deposit  than  many  that  are  independent 

“ In  view  of  the  facts  and  arguments  here  presented,  and  of  the 
information  we  have  obtained,  we  would  recommend  a complete 
separation  of  our  Savings  banks  from  all  other  moneyed  institu- 
tions.” 

The  Commissioners  recommend  some  marked  changes  in  the 
Savings  bank  laws,  presenting  a short  and  comprehensive  code 
for  the  attention  of  the  General  Assembly.  The  most  important  of 
them  are  as  follows:  I. — Directors  of  Savings  banks  to  be  elected 

for  three  years  instead  of  one  as  at  present;  one-third  of  the  board 
to  retire  each  year,  and  no  director  to  be  eligible  for  two  successive 
terms.  The  President,  however,  shall  be  eligible  for  re-election  in- 
definitely. II. — No  officer  or  director  shall  be  a hirer  or  borrower, 
or  be  a surety  for  any  hirer  or  borrower,  of  the  funds  of  the  bank, 
except  upon  real-estate  security.  III. — No  officer  or  director  of  a 
bank  of  discount  or  of  a trust  company  should  be  an  officer  of 
any  Savings  bank.  IV. — The  limitation  of  deposits  to  be  increased 
to  $1,000 — with  the  suggestion  that  there  be  no  limitation  what- 
ever as  to  the  amount.  V. — The  profits  to  be  divided  among  de- 
positbrs  semi-annually  to  an  amount  not  to  exceed  six  per  cent 
per  annum.  The  surplus,  after  reserving  three  per  cent,  of  the 
entire  amount  of  deposits  as  a contingent  fund,  to  be  divided 
every  four  years  as  an  extra  dividend  upon  the  deposits  that  have 
remained  in  the  bank  during  the  whole  of  that  time.  VI. — Loans 
upon  personal  security  may  be  made  to  an  amount  not  exceeding 
ten  per  cent,  on  the  total  amount  of  deposits,  and  purchases  to 
the  amount  of  thirty  per  cent,  are  authorized  of  the  public  stocks 
of  the  United  States,  of  the  New  England  States,  or  of  any  State 
whose  stock  is  at  par  in  the  city  of  New  York,  and  which  has  never 
defaulted  its  interest;  or  in  the  stock  of  any  bank  in  Connecticut, 
New  York  city  or  Boston;  in  the  public  stock  of  any  incorporated 
city,  town  or  borough  in  Connecticut,  or  of  the  cities  of  New  York, 
Boston,  Providence,  Brooklyn,  Albany,  or  Philadelphia.  .VII. — 
The  investment  of  funds  in  mercantile  paper  bearing  the  signature 
of  only  one  person  or  firm  to  be  prohibited,  as  is  also  the  loaning 
of  funds  upon  such  paper  as  security,  without  taking  additional 
security  equivalent  to  an  absolute  guarantee  or  indorsement  by 
some  party  whose  guarantee  or  indorsement  of  such  paper  would 
fully  secure  the  same.  Some  of  these  changes  are  sufficiently  radi- 
cal to  evoke  much  opposition,  and  earnest  hostility  to  their  adop- 
tion may  be  expected  from  some  of  the  banks.  .They  seem, 
however,  to  be  sound  and  reasonable,  and  in  our  opinion,  should 
commend  themselves  to  all  prudent  and  conscientious  men. 
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THE  USURY  LAWS  OF  THE  STATES  AND 
TERRITORIES, 

with  Recent  Decisions  under  them. 

Continued  from  page  146. 


[Correction. — The  rate  of  interest  in  Connecticut  is  changed  by  the  law 
of  1873  *°  seven  per  cent.  The  penalty  for  usury  is  forfeiture  of  *•  the  value 
of  the  money  or  other  property  so  taken,  accepted  or  received  for  forbearance, 
to  any  person  who  shall  within  one  year  thereafter  sue  therefor  and  prosecute 
his  suit  to  effect”] 


XXXIII.  North  Carolina. 

Six  per  cent,  is  the  legal  rate,  but  eight  per  cent,  is  lawful  if 
stipulated  for  when  money  is  borrowed.  Usury  forfeits  the  whole 
interest. 

A bond  given  for  money  lent  upon  usurious  interest  during  the 
existence  ef  the  statute  against  usury  (Rev.  Code,  ch.  114)  was 
made  void  ipso  facto  by  that  statute,  and  was  not  revived  when  it 
was  repealed  by  the  act  of  1866,  ch.  24. — Pond  v.  Horne,  65  N. 
C.j  84. 

Where  a note,  tainted  with  usury,  is  endorsed  to  a third  person, 
who  purchases  it  for  value,  and  without  notice  of  any  illegality 
attending  the  execution  thereof,  and  the  maker  gave  to  the  payee 
a mortgage  to  secure  the  payment  of  said  note, — Held , that  the 
defence  of  usury  could  not  avail  the  maker,  and  that  the  mortgage 
given  to  secure  the  payment  of  the  principal  and  interest  due 
thereon  could  be  enforced. — Coor  v . Spicer,  65  N.  C '.,  401. 


XXXIV.  Ohio. 

Six  per  cent,  is  the  legal  rate,  but  eight  per  cent,  may  be  taken 
by  contract.  If  a higher  rate  is  agreed  upon  the  plaintiff  can  re- 
cover principal  and  six  per  cent,  interest  only. 

To  discount  paper,  as  understood  in  the  business  of  banking, 
w is  only  a mode  of  loaning  money ,”  with  the  right  to  take  inter- 
est allowed  by  law  in  advance. 

Evidence  of  a usage  with  other  banks  organized  under  the  same 
law,  to  discount  more  than  the  legal  rate  of  interest  upon  the 
acquisition  of  business  paper,  is  not  admissible. — Niagara  County 
Sank  v . Baker  et  al.,  15  Ohio  St .,  69. 

Where,  upon  the  loan  of  money,  separate  notes  are  taken,  one 
for  the  sum  loaned,  and  another  for  the  amount  of  interest  to  ac- 
ttue  thereon,  or,  where  a single  note  is  taken  for  the  amount  of 

14 
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both  principal  and  interest,  payable  at  a future  day,  and  the  notes, 
in  either  case,  contain  no  stipulation  as  to  a special  rate  of  inter- 
est, though  the  loan  was,  in  fact,  made  under  the  ten  per  cent, 
law  of  1850,  at  the  rate  of  ten  per  cent,  per  annum,  yet  interest 
can  only  be  collected,  on  such  notes,  after  maturity,  at  the  rate 
of  six  per  cent. — Samyn  v.  Phillips  et  al. , 15  Ohio  St.,  218. 

A promise  by  the  principal  debtor  to  pay  usurious  interest,  is  a 
sufficient  consideration  to  support  an  agreement  by  the  creditor  to 
give  further  time,  and  operates  as  a discharge  of  the  surety  in 
the  note  given  for  the  original  loan. — Wood  v.  Newkirk,  15  Ohio 
5/.,  295. 


XXXV.  Oregon. 

Ten  per  cent,  is  the  legal  rate,  but  twelve  per  cent,  may  be 
taken  by  agreement.  If  a greater  rate  than  twelve  per  cent,  is 
agreed  upon,  the  court  shall  render  judgment  for  the  amount  of 
the  original  debt  against  defendant  without  interest,  and  in  favor 
of  the  State  for  the  use  of  the  common-school  fund,  and  against 
the  plaintiff  for  costs,  whether  the  suit  be  contested  or  not. 

An  answer  setting  up  usury  must  aver  clearly  every*  particular 
necessary  to  establish  the  usury  charged,  and  must  distinctly  nega- 
tive every  supposable  fact  which,  if  true,  would  render  the  trans- 
action innocent  or  lawful. — Gaston  v.  McLearn,  3 Oregon , 389. 

It  seems  more  consonant  with  rules  of  construction,  to  hold  a 
stipulation  for  reasonable  attorney’s  fees,  in  case  of  suit,  to  refer  to 
the  fees  given  by  statute,  than  to  hold  that  the  parties  have  by 
such  stipulation  rendered  a contract  usurious,  which  would  other- 
wise have  been  innocent. — Gaston  v.  McLearn,  3 Oregon,  389. 


XXXVI.  Pennsylvania. 

Six  per  cent,  is  the  legal  interest,  and  no  greater  rate  can  be 
collected,  except  that  most  of  the  Savings  banks  are  expressly 
authorized  to  take  higher  rates. 

Railroad  and  Canal  Companies  may  sell  their  obligations  below 
par  without  making  the  interest  usurious. 

There  is  no  penalty  for  usury,  but  the  principal  and  legal  inter- 
est only  can  be  recovered.  If  a person  pays  a greater  rate  than 
six  per  cent,  voluntarily,  he  may  recover  back  the  excess  if  sued 
for  within  six  months. 

Excess  of  interest  over  six  per  cent,  is  the  money  of  the  bor- 
rower, which,  when  received  by  the  lender,  he  cannot  retain,  but 
holds  for  the  use  of  the  borrower,  and  assumpsit  will  lie  for  it. — 
Heath  v . Page,  63  Penn . St 108. 

The  right  to  recover  the  excess  of  interest  has  no  cast  of  pen- 
alty.— Id. 
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Interest  is  but  an  incident  of  a debt,  and  when  detached  from 
the  principal  becomes  itself  a debt. — Id . 

The  Act  of  May  28th,  1858  #(  Usury),  detaches  the  excess  of 
interest  from  the  debt,  and  it  is  recoverable  by  the  debtor  in  as- 
sumpsit.— Id. 

As  soon  as  a borrower’s  right  to  recover  excess  of  interest  ac- 
crues, he  stands  in  the  relation  of  creditor  to  the  lender  for 
money  had  and  received  to  his  use. — Heath  v.  Page,  t>3  Penn. 
St.y  108. 

Campbell  borrowed  money  from  Sloan  at  usurious  interest,  and 
gave  a note  with  surety ; he  paid  the  usurious  interest  for  some 
years,  when  the  original  note  was  taken  up  and  another  given  for 
the  same  amount  with  a new  surety.  In  a suit  on  the  new  note, 
the  question  was  not  satisfaction  or  merger,  but  whether  the  con- 
sideration of  the  new  note  was  usurious. — Campbell ' v.  Sloan,  62 
Ptnnrst.,  481. 

Any  security  given  in  payment  or  discharge  of  an  usurious  se- 
curity is  equally  void  with  that. — Id. 

The  original  taint  attaches  to  all  consecutive  securities,  &c., 
growing  out  of  the  original  transaction,  and  none  of  them,  how- 
ever remote,  can  be  free  from  it,  if  the  descent  be  traced. — Id. 

A bona  fide  payment  of  a usurious  debt  with  money  or  other 
things  extinguishes  it,  and  a subsequent  loan  would  be  valid,  but 
riie  jury  must  be  satisfied  that  it  was  not  a contrivance  to  evade 
the  statute. — Id. 


XXXVII.  Rhode  Island. 


Six  per  cent,  is  the  legal  rate,  but  parties  may  take  any  rate 
agreed  upon. 


XXXVIII.  South  Carolina. 

Seven  per  cent  is  the  legal  rate,  but  parties  may  take  any  rate 
^eed  upon  in  writing  till  judgment,  after  which  only  seven  per 
^t.  is  allowed.  Interest  is  not  allowed  on  open  accounts. 

Where  a bond  is  payable  at  a future  fixed  time,  with  interest  in 
Jhe  meantime  at  six  per  cent,  per  annum,  and  the  contract  is  si- 
lent as  to  the  rate  of  interest  to  be  paid,  if  default  of  payment 
rimll  be  made,  the  debt  will  bear  interest,  from  the  time  it  falls 
Jue>  at  seven  per  cent,  per  annum,  the  legal  rate  of  interest. — 
^ngston  v.  South  Carolina  R.  R.  Company,  2 S.  C.  N.  S.  248. 
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XXXIX.  Tennessee. 

Ten  per  cent,  may  be  taken  by  agreement,  but  six  is  the  rate 
where  no  rate  is  agreed  upon.  Usury  forfeits  all  interest  over  six 
per  cent,  and  is  punishable  by  fine  of  not  more  than  one  hundred 
dollars.  A jury  may  allow  interest  or  not  on  open  accounts  in 
their  discretion. 

If  a note  is  made  and  indorsed  to  raise  money,  but  is  taken  at 
a discount *of  20  per  cent,  without  notice  of  the  fact  that  it  is  not 
a real  transaction,  the  discount  is  not  usurious. — Frazer  v.  Sypert, 

2 Heisf  340. 

A note  for  $ 217.83,  and  cash  over  and  above  the  amount  of  a 
judgment,  in  addition  to  other  notes  indorsed  to  the  full  amount 
of  the  judgment,  being  given  in  satisfaction  of  the  judgment,  Held, 
to  be  for  a valid  consideration,  and  not  usurious. — Smith  v.  Price, 
2 Heis,  293. 

A note  stipulating  to  pay  compound  interest  is  not  illegal. — 
Woods  v.  Rankin,  2 Heis , 46. 

The  act  of  1859-60,  c.  41,  declares  that  an  effort  to  take  more 
than  six  per  cent,  interest  for  a debt  that  did  not  originate  for 
money  actually  loaned,  is  unlawful  and  shall  operate  as  a release 
of  the  debtor  from  the  entire  amount  of  such  debt,  &c.  This  act, 
wheir  applied  to  a note  given  for  principal  and  usurious  interest, 
computed  on  a debt,  the  origin  of  which  was  loaned  money,  does 
not  operate  to  forfeit  the  original  debt,  but  only  the  debt  as  far  as 
it  originates  in  the  usury.  The  fourth  section  of  the  act  makes  an 
overcharge  of  interest  only  a forfeiture  of  the  excess  of  interest. — 
Jackson  v.  Collins,  2 Heis , 491. 

Compound  interest,  in  the  absence  of  any  specific  designation  of 
the  mode,  will  be  held  to  mean  with  annual  rests. — Woods  v. 
Rankin,  2 Heis,  46. 

If  a note  was  void  under  the  act  of  i860,  to  allow  conventional 
interest,  because  it  reserved  ten  per  cent,  upon  its  face,  not  being 
for  loaned  money,  but  a pre-existing  debt,  yet  the  original  consid- 
eration, if  valid,  would  not  be  affected  by  the  subsequent  illegal 
note,  and  an  action  might  be  maintained  upon  such  consideration, 
and  a note  given  in  renewal  without  the  illegal  reservation  of 
usury,  will  be  valid,  though  the  usury*  be  added  in. — Scruggs  v, 
Scruggs,  1 HeiSy  150. 

If  property  is  sold  for  a price  greatly  above  its  real  value,  to 
enable  the  purchaser,  by  re-sale  at  its  real  value,  to  raise  money 
this  transaction  woujd  be  usurious. — Ketch um  v.  Dew,  7 Cold.y  532. 

If  a note  be  void,  the  security  given  for  it  is  also  void.  But 
if  it  be  valid  to  some  extent,  the  security  is  valid  to  the  same 
extent. — McFerrin  v.  White,  vol.  6,  Cold.y  499. 

If  usury  does  not  appear  on  the  face  of  the  note,  in  this  State 
it  is  held  to  be  valid  to  the  extent  of  the  money  loaned,  and  the 
legal  interest  thereon,  and  voidable  only  to  the  usurious  excess, 
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and  to  this  extent  the  courts  enforce  the  contracts. — McFerrin  v. 
White,  6 Cold 1,  499.  • 

That  the  contract  of  a surety  made  in  this  State,  upon  a note 
payable  by  its  terms  in  another  State,  and  with  reference  to  the 
law  of  the  other  State,  and  bearing  interest  authorized  by  the  law 
where  payment  is  to  be  made,  but  exceeding  the  lawful  rate  of 
this  State,  is  valid  and  binding  upon  the  surety,  and  will  be  en- 
forced against  him  by  the  courts  of  this  State,  unless  such  contract 
was  made  payable  in  the  other  State  for  the  purpose  of  evading 
the  usury  laws  of  this  State. — Parham  v.  Pulliam,  Ex’r,*  5 Cold., 
497- 

If  the  making  of  a contract  in  a place  where  a higher  rate  of 
interest  is  allowed,  to  be  performed  in  another  where  the  rate  of 
interest  allowed  is  lower,  was  a mere  device  to  evade  the  usury 
laws  of  the  place  of  performance,  and  such  contract  contains  a 
stipulation  for  the  payment  of  the  higher  rate  of  interest,  it  will  be 
usurious. — Bolton  v.  Street  et  al 3 Cold.,  31. 

When  a note  is  renewed  after  the  statute  went  into  effect, 
allowing  ten  per  cent,  to  be  received,  including  usurious  interest 
that  had  accrued  upon  the  former  note  up  to  the  time  of  its  re- 
newal, Held , that  the  usurious  interest  which  formed  a part  of  the 
consideration,  was  not  for  loaned  money,  but  an  illegal  considera- 
tion, and  is,  therefore,  void,  and  the  note  cannot  be  collected. — 
Turner  et  al.  vs.  Odum,  3 Cold.,  455. 

If  depreciated  stocks  are  sold  for  their  nominal  value,  to  be 
paid  in  full,  at  a given  time,  the  contract  is  not  necessarily  usuri- 
ous. The  question  of  usury  will  be  determined  by  the  intention  of 
the  parties,  and  whether  it  was  a contrivance  to  get  usurious  in- 
terest The  correct  rule  is  given  in  Turney  v.  State  Bank,  5 
Hump.,  409. — Doak  v . ExPs  of  Snapp,  1 Cold.,  180. 


XL.  Texas. 

Eight  per  cent,  is  the  legal  interest  when  not  specified  in  the 
contract,  but  parties  may  agree  upon  any  rate.  All  usury  laws 
were  abolished  by  the  constitution  of  1869. 

A resident  of  Texas,  being  temporarily  in  New  York,  there 
executed  his  promissory  notes,  but  dated  them  as  at  his  residence 
10  Texas,  and  stipulated  on  their  face  to  pay  twelve  per  cent,  in- 
terest per  annum,  which,  under  the  then  laws  of  New  York,  was 
“legal  if  the  notes  were  payable  there.  No  place  of  payment  was 
designated.  Held , that  from  the  fact  of  dating  the  notes  as 

though  made  in  this  State,  a strong  implication  arises  that  they 
*®e  to  be  paid  according  to  the  laws  of  this  State,  under  which 
die  rate  of  interest  was  lawful,  and  this  • implication  is  greatly 
strengthened  by  the  fact  that  the  rate  of  interest  was  lawful  in  this 
State,  but  unlawful  in  New  York. — Bullard  v . Thompson,  35  Tex., 
313. 
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In  an  action  on  a note  made  in  1859,  defence  was  usury 
and  payments  exceeding  the  amount  legally  due  on  the  note. 
There  was  evidence  tending  to  prove  the  usury.  Held,  that  it 
was  error  for  the  court  to  ignore  the  question  of  usury,  and  to  in- 
struct the  jury  as  though  the  defence  was  payment  alone.  The 
jury  should  have  been  instructed  to  allow  no  interest,  if  from  the 
evidence  they  believed  the  contract  was  usurious. — Sheffield  v . 
Griswold,  34  7<vv.,  528. 


XLI.  Utah. 

There  is  no  statute  on  interest.  Parties  are  free  to  make  their 
contracts  at  discretion. 


XLII.  Vermont. 

The  legal  rate  is  six  per  cent,  when  not  specified.  Excess 
above  that  may  be  recouped  or  deducted,  or  it  may  be  recovered 
back  by  action.  Banks  taking  any  more  than  the  legal  rate  shall* 
forfeit  $ 100  to  the  State  for  each*  offence. 

The  sale  of  mortgage  securities  at  a premium  cannot  subject  the 
party  to  an  action  to  recover  back  the  premium  on  the  ground  of 
usury. — Culver  v.  Bigelow,  43  F/.,  249. 

Although  courts  rarely,  if  ever,  as  between  debtor  and  creditor, 
enforce  an  executory  contract  for  the  payment  of  compound  in- 
terest, yet  the  payment  of  it  is  not  necessarily  in  a legal  sense  the 
payment  of  usury,  and  if  a debtor  knowingly,  understanding^  and 
unconditionally  pays  it  under  no  peculiar  circumstances  of  oppres- 
sion, it  cannot  be  recovered  back. — Culver  v.  Bigelow,  43  P?., 

249- 

Usury  paid  the  executor  by  the  defendant  upon  a note  due  the 
testator,  is  held  by  the  executor  in  the  same  right  as  he  has  in- 
stituted the  suit  and  can  be  recovered  in  offset. — Ewing,  Executor, 
v.  Griswold,  43  F/.,  400. 

Where  a debtor  makes  an  assignment  of  his- property  to  certain 
creditors  to  pay  the  debts  he  owes  them,  and  also  puts  into  their 
hands  a fund  to  be  applied  on  his  debts,  but  not  subject  to  or  in- 
cluded in  the  assignment,  and  the  assignees  object  to  paying  a cer- 
tain claim,  believing  it  usurious,  but  do  pay  it  pursuant  to  the  di- 
rections of  the  debtor,  the  law  will  presume  from  the  conduct  of 
the  parties  and  in  the  absence  of  all  proof  to  show  any  different 
application  of  this  fund,  that  the  claim  was  paid  out  of  this  fund, 
and  the  debtor  may  recover  back. — Low  r.  Prichard,  36  P?.,  183. 

The  action  under  the  statute  (Gen.  Stat.  ch.  79,  sec.  4),  for  the 
recovery  back  of  usurious  interest,  is  remedial  and  not  penal,  and 
the  same  rule  of  evidence  would  apply  in  this  action  as  in  other 
civil  actions. — Wheatley  v . Waldo,  36  Vt.,  237. 


■x 
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A voluntary  payment  of  usury  does  not  preclude  the  party  mak- 
ing it  from  recovering  it  back,  in  a suit  brought  by  himself  for 
that  purpose  (Gen.  Stat.,  ch.  79,  sec.  4). — Wheatley  v . Waldo,  36 
F/->  *37- 

A promissory  note  is  not  void  as  to  a surety,  on  the  ground 
that,  without  his  knowledge,  at  the  time  of  the  delivery  of  the 
note  the  principal  agreed  to  pay,  and  afterwards  did  pay,  the 
holder  an  illegal  rate  of  interest  thereon. — Davis  v.  Converse  et  al ., 
35  5°3- 


XLIII.  Virginia. 

Parties  may  agree  in  writing  upon  a rate  not  exceeding  twelve 
per  cent,  but  where  no  rate  is  specified  six  per  cent,  is  the  legal 
rate.  In  a suit  at  law,  principal  and  interest  are  forfeited  in  case 
of  usury ; but  at  equity,  lender  forfeits  only  excess  of  interest. 


. XLIV.  Washington  Territory. 

Parties  may  agree  upon  any  rate.  Ten  per  cent,  is  the  rate 
where  there  is  no  agreement. 


XLV.  West  Virginia. 

The  legal  rate  is  six  per  cent.  Excess  cannot  be  recovered, 
hut  incorporated  companies  may  borrow  at  higher  rates,  and  their 
contracts  will  be  sustained. 

K charges  in  a bill  that  he  loaned  to  L and  wife  a sum  of 
raoney,  for  which  they  executed  their  obligations  and  a mortgage 
°n  the  property  of  the  wife.  It  is  answered  that  the  debt  due 
Joe  plaintiff  was  not  a debt  contracted  for  the  loan  of  money,  but 
for  State  stocks  transferred  by  the  plaintiff  to  the  defendants,  at 
fneir  nominal  value.  That  the  objects  of  the  defendants  were  to 
money,  and  they  applied  to  the  plaintiff  for  such  a loan, 
“e  declined  loaning  money,  but  proffered  to  loan  State  stocks  as 
™0I)ey,  and  their  necessities  were  such  that  they  were  obliged  to 
but  that  the  stocks  were  sold  for  eighty  cents  on  the  dollar. 
Phat  defendants  were  advised  that,  as  having  applied  for  a loan 
°f  money,  and  being  compelled  by  their  necessities  to  take  de- 
precated stocks  at  this  nominal  value  in  lieu  of  money,  the  trans- 
action  would  be  held  to  be  usurious  and  oppressive.  Held,  That 
. e averments  in  the  answer,  taken  in  connection  with  the  charge 
m the  bill,  make  the  defence  of  usury  in  substance,  although  not 
very  formally. — Kelly  v.  Lewis  et  al.,  4 IV.  V,  456. 

The  act  of  the  Legislature  of  this  State, ’repealing  the  laws  on 
does  not  affect  contracts  made  prior  to  the  date  thereof. — 

Ibid. 
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XLVI.  Wisconsin. 

Parties  may  agree  in  writing  upon  ten  per  cent.  Compound  in- 
terest is  not  allowed.  An  usurious  agreement  forfeits  all  interest. 

Usury  laws  are  designed  to  protect  the  borrower  from  being 
obliged  to  pay  more  than  the  amount  limited  thereby,  for  the 
loan  or  forbearance  of  money,  and  not  to  prevent  the  lender  from 
receiving  such  excess  from  third  parties,  who  voluntarily  undertake 
to  pay  it. — McArthur  v . Schenck  et  a /.,  31  IVis.,  673. 

Under  chap.  172,  Laws  of  1851,  it  was  sufficient  to  avoid  a 
contract  for  the  repayment  of  borrowed  money,  if  the  money  was 
loaned  upon  an  oral  agreement  to  pay  a value  beyond  the  legal 
rate  of  interest,  although  the  note  or  other  written  evidence  of  in- 
debtedness executed  by  the  borrower,  provided  for  the  payment  of 
only  the  legal  rate. — Morton  v.  Rutherford  et  at .,  18  Wis.,  298. 

Chap.  55,  Gen.  Laws  of  1856,  declares  that  “all  bonds,  bills, 
&c.,  whereby  there  is  reserved  or  secured  a rate  of  interest  ex- 
ceeding twelve  per  cent.,  shall  be  valid  and  effectual  to  secure  the 
repayment  of  the  principal  sum  loaned,”  &c.  Held , that  this  act 
could  not  render  valid  a bond,  bill,  or  other  instrument  previously 
executed,  and  which  was  void  by  the  act  of  1851. — Ibid. 

A note  is  not  usurious  because  it  provides  for  payment  not  only 
of  the  principal  of  a previous  note,  for  which  it  is  substituted,  but 
also  for  compound  interest  thereon,  at  the  highest  rate  of  interest 
allowed  by  law,  from  the  date  of  such  previous  note. — Austin  v . 
Bacon,  28  Wis.,  416. 

Where  a lender  knowingly  contracts  for  an  illegal  rate  of  inter- 
est, the  contract  is  usurious,  although  the  borrower  is  ignorant  of 
the  facts. — First  National  Bank  v.  Plankington,  27  IVis.,  177. 

Where  one  held  to  the  payment  of  a note  as  indorser,  the 
makers  being  insolvent,  gives  his  own  note  for  the  amount  appar- 
ently due  to  procure  forbearance,  he  may  defend  an  action  on 
such  substituted  note  on  the  ground  of  usury  in  the  former  one, 
although  he  was  ignorant  of  the  usury  when  he  made  his  own. — 
First  National  Bank  v.  Plankington,  27  IVis.,  177. 

A note  given  in  Illinois  by  a firm  doing  business  in  this  State 
(place  of  payment  not  expressed)  to  take  up  a previous  note  exe- 
cuted in  this  State  by  the  same  firm,  Held, \ to  be  governed  by  the 
laws  of  Illinois  in  respect  to  usury. — Hull  v . Augustine,  23  IVis.,  383. 

In  an  action  upon  a note,  under  a counter-claim  for  money  had 
and  received,  defendant  cannot  prove  payment  of  usurious  interest 
and  have  the  same  allowed,  without  having  alleged  specifically 
the  facts  showing  usury. — Martin  v.  Pugh,  23  IVis.,  184. 


. XLVII.  Wyoming. 

Parties  may  agree  in  writing  upon  any  rate.  In  the  absence 
of  an  agreement  ten  per  cent,  is  the  legal  rate. 
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TAXATION  OF  THE  STOCK  OF  NATIONAL  BANKS. 

U.  S.  Supreme  Court,  October  Term,  1873. 

Tappan,  Collector  of  Taxes , etc .,  Appellant , v.  The  Merchants' 
National  Bank  of  Chicago . 

Appeal  from  the  Circuit  Court  of  the  U.  S.  for  the 
Northern  District  of  Illinois. 

Mr.  Chief  Justice  Waite  delivered  the  opinion  of  the  Court. 

We  are  called  upon  in  this  case  to  determine  whether  the  Gen- 
eral Assembly  of  the  State  of  Illinois  could,  in  1867,  provide  for 
the  taxation  of  the  owners  of  shares  of  the  capital  stock  of  a Na- 
tional bank  in  that  State,  at  the  place  within  the  State  where  the 
bank  was  located,  without  regard  to  their  places  of  residence. 
The  statute  of  Illinois,  under  the  authority  of  which  the  taxes 
complained  of  were  assessed,  was  passed  before  the  act  of  Con- 
gress, approved*  February  10,  1868  (15  Statutes  at  Large,  34), 
which  gave  a legislative  construction  to  the  words,  “ place  where 

the  bank  is  located,  and  not  elsewhere,”  as  used  in  section  41  of 

the  National  banking  act  (13  Statutes  at  Large , 1 12),  and  permit- 
ted the  State  to  determine  and  direct  the  manner  and  place  of 
taxing  resident  shareholders,  but  provided  that  non-residents  should 
be  taxed  only  in  the  city  or  town  where  the  bank  was  located. 

The  power  of  taxation  by  any  State  is  limited  to  persons,  prop- 
erty, or  business  within  its  jurisdiction.  (R.  R.  v . Pennsylvania, 
15  Wall.,  319.)  Personal  property,  in  the  absence  of  any  law  to 
the  contrary,  follows  the  person  of  the  owner  and  has  its  situs  at 
his  domicile.  But,  for  the  purposes  of  taxation,  it  may  be  sep- 
arated from  him,  and  he  may  be  taxed  on  its  account  at  the 
place  where  it  is  actually  located.  These  are  familiar  principles 
and  have  been  often  acted  upon  in  this  court  and  in  the  courts  of 
Illinois.  If  the  State  has  actually  jurisdiction  of  the  person  of  the 

owner  it  operates  directly  upon  him.  If  he  is  absent,  and  it  has 

jurisdiction  of  his  property,  it  operates  upon  him  through  his 
property. 

•Shares  of  stock  in  National  banks  are*  personal  property.  They 
are  made  so  in  express  terms  by  the  act  of  Congress  under  which 
such  banks  are  organized.  (13  Statutes  at  Large,  102,  sec.  12.) 
They  aTe  a species  of  personal  property  which  is,  in  one  sense, 
intangible  and  incorporeal,  but  the  law  which  creates  them  may 
separate  them  from  the  person  of  their  owner  for  the  purposes  of 
taxation,  and  give  them  a situs  of  their  own.  This  has  been  done. 
By  section  41  of  the  National  banking  act,  it  is  in  effect  provided 
that  all  shares  in  such  banks,  held  by  any  person  or  body  corpor- 
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ate,  may  be  included  in  the  valuation  of  the  personal  property  of 
such  person  or  corporation  in  the  assessment  of  taxes  imposed  un- 
der State  authority,  at  the  place  where  the  bank  is  located,  and 
not  elsewhere.  (13  Statutes  at  Large,  112.)  This  is  a law  of  the 
property.  Every  owner  takes  the  property  subject  to  this  power  of 
taxation  under  State  authority,  and  every  non-resident,  by  becom- 
ing an  owner,  voluntarily  submits  himself  to  the  jurisdiction  of  the 
State  in  which  the  bank  is  established,  for  all  the  purposes  of 
taxation  on  account  of  his  ownership.  His  money  invested  in  the 
shares  is  withdrawn  from  taxation  under  the  authority  of  the  State 
in  which  he  resides,  and  submitted  to  the  taxing  power  of  the 
State  where,  in  contemplation  of  the  law,  his  investment  is  located. 
The  State,  therefore,  within  which  a National  bank  is  situated  has 
jurisdiction,  for  the  purposes  of  taxation  of  all  the  shareholders  of 
the  bank,  both  resident  and  non-resident,  and  of  all  its  shares,  and 
may  legislate  accordingly. 

The  State  of  Illinois  thus  having  had,  in  1867,  the  right  to  tax 
all  the  shareholders  of  National  banks  in  that  State  on  account  of 
their  shares,  it  remains  to  consider  at  what  place  or  places  within 
the  State  such  taxes  could  be  assessed. 

It  is  conceded  that  it  was  within  the  power  of  the  State  to  tax 
the  shares  of  non-resident  shareholders  at  the  place  where  the- 
bank  was  located,  but  it  is  claimed  that  under  the  Constitution  of 
the  State  resident  shareholders  could  only  be  taxed  at  the  place  of 
their  residence.  We  have  not  been  referred  to  any  express  pro- 
vision of  the  Constitution  to  that  effect.  There  is  nothing  which  in 
terms  prohibits  the  General  Assembly  from  separating  personal 
property  within  the  State  from  the  person  of  the  owner  and  lo- 
cating it  at  appropriate  places  for  the  purposes  of  taxation,  but  it 
is  insisted  that  sections  2 and  5 of  article  IX  of  the  Constitution 
of  1848,  which  was  in  force  when  the  act  of  1867  was  passed, 
contained  an  implied  prohibition. 

Section  2 directs  that  “ the  General  Assembly  shall  provide  for 
levying  a tax  by  valuation,  so  that  every  person  or  corporation 
shall  pay  a tax  in  proportion  to  the  value  of  his  or  her  property ; 
such  value  to  be  ascertained  by  some  person  or  persons  to  be 
elected  or  appointed  in  such  manner  as  the  General  Assembly  shall 
direct,  and  not  otherwise.”  Section  5 directs  that  “ the  corporate 
authorities  of  counties,  townships,  school  districts,  .cities,  towns  and 
villages  may  be  vested  with  power  to  assess  and  collect  taxes  for 
corporate  purposes;  such  taxes  to  be  uniform  in  respect  to  persons 
and  property  within  the  jurisdiction  of  the  body  imposing  the  same. 
And  the  General  Assembly  shall  require  that  all  property  within  the 
limits  of  municipal  corporations  belonging  to  individuals,  shall  be 
taxed  for  the  payment  of  debts  contracted  under  authority  of  law.” 
The  corresponding  provisions  of  the  Constitution  of  1870  are  in 
substance  the  same. 

The  object  of  these  sections  is  to  secure  uniformity  of  taxation. 
That,  it  is  said  in  Bureau  Co.  v.  C.  B.  & Q.  R.  R.  Co,  44  111., 
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238,  is  to  be  regarded  as  the  cardinal  principle,  the  dominant  idea 
of  this  article  of  the  Constitution.  But  uniformity  in  this  connec- 
tion is  only  another  name  for  equality,  for  the  provision  is  for 
“levying  a tax  by  valuation,  so  that  every  person  and  corporation 
shall  pay  a tax  in  proportion  to  the  value  of  his  or  her  property.” 
The  value  of  the  property  being  ascertained  the  same  rate  of  taxa- 
tion must  be  laid  upon  all. 

Property  is  made  the  constitutional  basis  of  taxation.  This  is 
not  unreasonable.  Governments  are  organized  for  the  protection 
of  persons  and  property,  and  the  expenses  of  the  protection  may 
very  properly  be  apportioned  among  the  persons  protected  accord- 
ing to  the  value  of  their  property  protected. 

The  Constitution  does  not  undertake  to  fix  the  v^Jue  of  the 
property.  Neither  does  it  prescribe  any  rules  by  which  it  is  to  be 
fixed.  That  is  left  to  the  General  Assembly,  for  the  provision  in 
that  respect  is,  “ such  value  to  be  ascertained  by  some  person  or 
persons  to  be  elected  or  appointed  in  such  manner  as  the  General 
Assembly  shall  direct,  and  not  otherwise.”  The  mode  and  manner 
in  which  the  persons  appointed  to  make  the  valuation  shall  pro- 
ceed are  left  to  the  discretion  of  the  General  Assembly.  In  fact, 
the  whole  machinery  of  taxation  must  be  contrived  and  put  into 
operation  by  the  legislative  department  of  the  government. 

As  part  of  this  machinery,  taxation  districts  must  be  created. 
All  property  within  the  district  must  be  taxed  by  a uniform  rate. 
If  property  is  actually  within  a district,  it  is  but  proper  that  the 
Legislature  should  provide  that  it  should  be  listed,  valued  and  as- 
sessed there.  In  fact,  the  last  clause  of  section  5,  article  IX, 
seems  to  make  that  a duty,  for  it  provides  that  the  General  As- 
sembly shall  require  that  all  property  within  the  limits  of  municipal 
corporations,  belonging  to  individuals,  shall  be  taxed  for  the  pay- 
ment of  debts  contracted  under  authority  of  law. 

This  power  of  locating  personal  property  for  the  purpose  of  taxa- 
tion without  regard  to  the  residence  of  the  owner  has  been  often 
exercised  in  Illinois,  and  sustained  by  the  courts.  (City  of  Dun- 
kith  v . Reynolds,  53  111.,  45.)  Since  the  adoption  of  the  Consti- 
tution of  1870,  which  did  not  enlarge  the  powers  of  the  General 
Assembly  in  this  particular,  very  extended  legislation  has  been  had 
with  a view  to  such  location.  Thus,  live  stock  and  other  personal 
property  used  upon  a farm,  must  be  listed  and  assessed  where  the 
^rm  is  situated;  property  in  the  hands  of  agents  at  the  place 
where  the  business  of  the  agent  is  transacted ; water  craft  where 
the)r  are  enrolled : or,  if  not  enrolled,  where  they  are  kept ; the 
property  of  bankers,  brokers,  merchants,  manufactures,  and  many 
other  classes  of  persons  specially  enumerated,  at  the  place  where 
there  business  is  carried  on.  This  became  necessary  in  order  that 
the  burdens  of  taxation  might  be  equally  distributed  among  those 
who  should  bear  them. 

We  do  not  understand  the  council  for  the  appellee  to  dispute 
this  power,  where  the  property  is  tangible  and  capable  of  having, 
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so  to  speak,  an  actual  situs  of  its  own,  but  he  claims  that  if  it  is 
intangible  it  cannot  be  separated  from  the  person  of  its  owner.  It 
must  be  borne  in  mind  that  all  this  property,  intangible  though  it 
may  be,  is  within  the  State.  That  which  belongs  to  non-residents 
is  there  by  operation  of  law.  That  which  belongs  to  residents  is 
there  by  reason  of  their  residence.  All  the  owners  have  submitted 
themselves  to  the  jurisdiction  of  the  State  and  they  must  obey  its 
will  when  kept  within  the  limits  of  constitutional  power. 

This  question  is  then  presented  whether  the  General  Assembly, 
having  complete  jurisdiction  over  the  person  and  the  property, 
could  separate  a bank  share  from  the  person  of  the  owner  for  the 
purposes  of  taxation.  It  has  never  been  doubted  that  it  was  a 
proper  exercise  of  legislative  power  and  discretion  to  separate  the 
interest  of  a partner  in  partnership  property  from  his  person  for 
that  purpose,  and  to  cause  him  to  be  taxed  on  its  account  at  the 
place  where  the  business  of  the  partnership  was  carried  on.  And 
this  too  without  reference  to  the  character  of  the  business  or  the 
property.  The  partnership  may  have  been  formed  for  the  purpose 
of  carrying  on  mercantile,  banking,  brokerage,  or  stock  business. 
The  property  may  be  tangible  or  intangible,  goods  on  the  shelf, 
or  debts  due  for  goods  sold.  The  interest  of  the  partner  in  all 
the  property  is  made  taxable  at  the  place  where  the  business  is  lo- 
cated. 

A share  of  bank  stock  may  be  in  itself  intangible,  but  it  repre- 
sents that  which  is  tangible.  It  represents  money  or  property  in- 
vested in  the  capital  stock  of  the  bank.  That  capital  is  employed 
in  business  by  the  bank,  and  the  business  is  very  likely  carried  on 
at  a place  other  than  the  residence  of  some  of  the  shareholders. 
The  shareholder  is  protected  in  his  person  by  the  government  at 
the  place  where  he  resides;  but  his  property  in  this  stock  is  pro- 
tected at  the  place  where  the  bank  transacts  his  business.  If  he 
were  a partner  in  a private  bank  doing  business  at  the  same  place, 
he  might  be  taxed  there  on  account  of  his  interest  in  the  partner- 
ship. It  is  not  easy  to  see  why,  upon  the  same  principle,  he  may 
not  be  taxed  there  on  account  of  his  stock  in  an  incorporated 
bank.  His  business  is  there  as  much  in  the  one  case  as  in  the 
other.  He  requires  for  it  the  protection  of  the  government  there, 
and  it  seems  reasonable  that  he  should  be  compelled  to  contribute 
there  to  the  expenses  of  maintaining  that  government.  It  certainly 
cannot  be  an  abuse  of  legislative  discretion  to  require  him  to  do 
so.  If  it  is  not,  the  General  Assembly  can  rightfully  locate  his 
shares  there  for  the  purpose  of  taxation. 

But  it  is  said  to  be  a violation  of  the  constitutional  rule  of  uni- 
formity to  compel  the  owner  of  a bank  share  to  submit  to  taxa- 
tion for  this  part  of  his  property  at  a place  other  than  his  resi- 
dence, because  other  residents  are  taxed  for  their  personal  prop- 
erty where  they  reside.  It  is  a sufficient  answer  to  this  proposi- 
tion to  say  that  all  persons  owning  the  same  kind  of  property  are 
taxed  as  he  is  taxed.  Absolute  equality  in  taxation  can  never  be 
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attained.  That  system  is  the  best  which  comes  the  nearest  to  it. 
The  same  rules  cannot  be  applied  to  the  listing  and  valuation  of 
all  kinds  of  property.  Railroads,  banks,  partnerships,  manufactur- 
ing associations,  telegraph  companies,  and  each  one  of  the  numer- 
ous other  agencies  of  business  which  the  inventions  of  the  age  are 
constandy  bringing  into  existence,  require  different  machinery  for 
the  purpose  of  their  taxation.  The  object  should  be  to  place,  the 
burden  so  that  it  will  bear  as  nearly  as  possible  equally  upon  all. 
For  this  purpose  different  systems,  adjusted  with  reference  to  the 
valuation  of  different  kinds  of  property,  are  adopted.  The  courts 
permit  this.  Thus,  in  a case  in  Illinois,  involving  the  system 
adopted  for  the  taxation  of  bank  shares,  it  was  said  by  the  Supreme 
Court  (McVeagh  v.  Chicago,  49  111.,  319),  “ In  view  of  this  lega- 
tion it  must  be  apparent  that  a system  of  taxation  for  bank  shares 
was  designed,  peculiar  to  itself  and  independent  of  the  general  rev- 
enue laws  of  the  State;”  and  the  authority  of  the  law  was  sus- 
tained and  enforced. 

Again,  it  is  said  the  law  in  question  destroys  the  uniformity  of 
taxation,  because  it  provides  for  the  collection  of  the  taxes  assessed 
on  account  of  this  kind  of  property  in  an  unusual  way.  The  Con- 
stitution does  not  require  uniformity  in  the  manner  of  collection. 
Uniformity  in  the  assessment  is  all  it  demands.  When  assessed 
the  tax  may  be  collected  in  the  manner  the  law  shall  provide  ; 
and  this  may  be  varied  to  suit  the  necessities  of  each  case. 

Since  the  decree  was  rendered  in  the  Circuit  Court,  the  Supreme 
Court  of  Illinois  has  passed  upon  this  same  question,  and  declared 
the  law  of  1867  to  be  constitutional.  We  might  have  contented 
ourselves  by  acknowledging  the  authority  of  this  decision;  but  we 
are  willing  not  only  to  acknowledge  its  authority,  but  to  admit  its 
correctness. 

We  have  not  felt  called  upon  to  consider  whether  the  General 
Assembly  could,  under  the  provisions  of  the  act  of  Congress,  pro- 
vide for  the  taxation  of  shareholders  at  any  other  place  within  the 
State  than  that  in  which  the  bank  is  located.  It  is  sufficient  for 
the  purposes  of  this  case  that  it  might  tax  them  there. 

Other  questions  have  been  discussed  in  the  argument,  and 
among  them  one  which  relates  to  the  power  of  the  bank  to  inter- 
fere in  behalf  of  its  stockholders  in  the  manner  which  has  been 
done.  We  have  not  deemed  it  necessary  to  pass  upon  any  of 
these  questions,  as  those  already  decided  are  conclusive  of  the  case. 

The  decree  of  the  Circuit  Court  is  reversed  and  the  cause 
remanded,  with  instructions  to  proceed  in  conformity  with  this 
opinion. 
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NEW  LAWS  OF  CONGR  ESS.  — SAVINGS  BANKS. 

[General  Nature — No.  54.] 

An  Act  Explanatory  of  the  Act  of  June  30,  1864. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled,  That  all  deposits 
made  in  institutions  now  existing  which  do  business  only  as  Sav- 
ings banks,  and  are  organized  as  such  by  the  laws  of  their  respec- 
tive States,  or  by  Congress,  are  hereby  declared  to  be  exempt  from 
taxation  the  same  as  deposits  in  Savings  institutions  having  no  cap- 
ital, although  they  have  a capital  stock  or  bond  for  the  additional 
security  of  their  depositors  and  pay  dividends  thereon ; and  no  tax 
shall  be  assessed  upon  the  deposits  made  in  such  institutions,  or 
collected  of  them  on  said  deposits,  otherwise  than  as  herein  pro- 
vided : Provided , That  all  the  profits  of  such  Savings  banks,  less 

the  aforementioned  dividends  on  stock,  not  exceeding  at  the  rate 
of  eight  per  cent,  per  annum,  are  divided  among  the  depositors, 
and  that  the  capital  stock  is  invested  only  in  the  same  class  of 
securities  as  is  used  for  investing  the  deposits,  and  that  interest  at 
the  rate  of  not  less  than  four  and  one-half  per  cent,  be  paid  in 
all  cases  to  their  depositors,  to  be  made  good  if  necessary  from 
the  capital  stock. 

Received  by  the  President,  June  6th,  1874. 

Note  by  the  Department  of  State. — The  foregoing  act  having  been 
presented  to  the  President  of  the  United  States  for  his  approval,  and  not  hav- 
ing been  returned  by  him  to  the  House  of  Congress  in  which  it  originated 
within  the  time  prescribed  by  the  Constitution  of  the  United  States,  has  be- 
come a law  without  his  approval. 

[General  Nature — No.  83. J 

An  Act  for  the  Relief  of  Savings  Institutions  having  no 

Capital  Stock,  and  Doing  Business  Solely  for  the  Bene- 
fit of  Depositors. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled , That  no  farther 
collection  of  internal  revenue  taxes  shall  be  made  on  the  earnings 
of  Savings  banks  or  institutions  for  savings  having  no  capital  stock 
and  doing  no  other  business  than  receiving  deposits  to  be  loaned 
or  invested  for  the  sole  benefit  of  the  parties  making  such  deposits, 
without  profit  or  compensation  to  the  association  or  company, 
whether  the  earnings  of  the  same  have  been  or  may  hereafter  be 
divided  annually,  semi-annually  or  at  other  periods. 

Approved,  June  22.  1874. 
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NEW  LAW  OF  THE  STATE  OF  NEW  YORK. 

An  Act  relative  to  Moneyed  Corporations,  other  than  Banks,  Insti- 
tutions for  Savings,  and  Insurance  Companies,  Passed  May  5,  1874. 

Section  i.  Every  trust,  loan,  mortgage,  security,  guaranty  or  indemnity 
company  or  association,  and  every  corporation  or  association  having  the  power 
and  receiving  money  on  deposit,  existing  or  incorporated  under  any  law  of 
this  State,  or  corporation  or  association  not  incorporated  under  the  laws  of 
this  State,  which  receive  deposits  of  money,  or  assume  obligations  in  this 
State  (other  than  banks,  institutions  for  savings  and  insurance  companies), 
shall  semi-annually  make  a full  report  in  writing  of  the  affairs  and  condition 
of  such  corporation,  at  the  close  of  business,  on  the  last  business  day  of  June 
and  December  in  each  year,  to  the  Superintendent  of  the  Banking  Depart- 
ment, verified  by  oath,  in  such  form  and  by  such  officers  of  the  said  corpora- 
tion as  the  said  Superintendent  may  designate,  which  report  shall  be  in  place 
of  any  report  which  any  such  corporation  may  now  be  required  to  make  to 
the  Supreme  Court,  the  Comptroller,  or  otherwise.  Every  such  report  shall 
be  made  within  twenty  days  after  the  day  to  which  it  relates,  and  shall  be  in 
such  form,  and  contain  such  statements,  returns  and  information,  as  to  the  af- 
fairs, business  condition  and  resources  of  such  corporation,  as  the  said  Super- 
intendent may  from  time  to  time  prescribe  or  require.  And  the  said  Superin- 
tendent may,  if  he  be  of  opinion  that  it  is  desirable,  require  that  a like  report, 
either  wholly  or  in  part,  as  to  the  particulars  aforesaid,  be  made  to  him  at  any 
time,  by  any  such  corporation  aforesaid,  within  such  period  as  he  may  designate. 

$ 2.  The  said  Superintendent  may  at  any  time,  if  he  deem  it  to  be  ex- 
pedient, cause  any  such  statement,  or  any  statement  or  report  which  may  be 
made  to  him  under  the  provisions  of  this  act,  or  any  part  or  any  abstract 
thereof  to  be  published  in  the  State  paper  for  at  least  three  times,  the  ex- 
pense of  which  shall  be  paid  by  the  corporation  to  whose  affairs  such  report 
may  relate. 

$ 3.  It  shall  be  the  duty  of  the  said  Superintendent,  yearly,  either  person- 
ally or  by  some  competent  person  or  persons,  to  be  appointed  by  him,  to  visit 
and  examine  every  corporation  required  by  this  act  to  report  as  aforesaid. 
The  said  Superintendent  and  every  such  examiner  shall  have  power  to  admin- 
ister an  oath  to  any  person  whose  testimony  may  be  required  on  any  such 
examination,  and  to  compel  the  appearance  and  attendance  of  any  such  person 
for  the  purpose  of  such  examination,  by  summons,  subpoena  or  attachment,  in 
the  manner  now  authorized  in  respect  to  the  attendance  of  persons  as  wit- 
nesses in  the  courts  of.  record  of  this  State ; and  all  books  and  papers  which 
it  may  be  deemed  necessary  to  examine  by  the  Superintendent  or  the  examiner 
or  examiners  so  appointed  shall  be  produced,  and  their  production  may  be 
compelled  in  the  lilce  manner.  The  expense  of  every  such  examination  shall 
be  paid  by  the  corporation  examined  to  such  amount  as  the  Superintendent 
shall  determine.  Whenever  such  examination  shall  be  made  by  tne  Superin- 
tendent personally,  or  by  one  or  more  of  the  regular  clerks  in  his  department, 
no  charge  shall  be  made  on  such  examination  but  for  necessary  traveling  and 
other  actual  expenses. 

$ 4-  On  every  such  examination  inquiry  shall  be  made  as  to  the  condition 
and  resources  of  the  corporation  generally,  the  mode  of  conducting  and  man- 
aging its  affairs,  the  action  of  its  directors  or  trustees,  the  investment  of  its 
folds,  the  safety  and  prudence  of  its  management,  the  security  offered  to  those 
by  whom  its  engagements  are  held,  and  whether  the  requirements  of  its  char- 
ter and  of  law  have  been  complied  with  in  the  administration  of  its  affairs. 

$ 5-  If  it  shall  appear  to  the  said  Superintendent,  from  any  examination 
roade  by  him,  or  from  the  report  of  any  examination  made  to  him,  that  any 
corporation  has  committed  a violation  of  its  charter  or  of  law,  or  is  conduct- 
ing business  in  an  unsafe  or  unauthorized  manner,  lie  shall,  by  an  order  wider 
his  hand  and  seal  of  office,  addressed  to  such  corporation,  direct  the  discon- 
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tinuance  of  such  illegal  or  unsafe  practices,  and  conformity  with  the  require- 
ments of  its  charter  and  of  law,  and  with  safety  and  security  in  its  transac- 
tions ; and  whenever  any  corporation  shall  refuse  or  neglect  to  make  such  re- 
port as  is  hereinbefore  required,  or  to  comply  with  any  such  order  as  aforesaid ; 
01  whenever  it  shall  appear  to  the  Superintendent  that  it  is  unsafe  or  inex- 
pedient for  any  corporation  to  continue  to  transact  business,  he  shall  com- 
municate the  facts  to  the  Attorney-General,  who  shall  thereupon  be  authorized 
to  institute  such  proceedings  against  any  such  corporation  as  are  now  or  may 
hereafter  be  provided  for  by  law  in  the  case  of  insolvent  corporations,  or  sucn 
other  proceedings  as  the  nature  of  the  case  may  require. 

$ 6.  Every  corporation,  whether  chartered  by  this  State,  or  any  other 
State  or  country,  engaged  in  receiving  deposits  of  money  in  trust  in  this  State, 
and  required  to  make  a report  as  to  its  affairs  under  this  act,  in  case  it  shall 
not  have  already  done  so,  shall,  within  six  months  from  the  passage  of  this 
act,  and  from  time  to  time  thereafter,  if  need  be,  transfer  and  assign  to  the 
said  Superintendent  registered  public  stocks  of  the  United  States,  or  of  the 
State  of  New  York,  or  of  any  incorporated  city  of  this  State  authorized  by  the 
Legislature,  to  the  amount  in  value  (and  to  be  at  all  times  so  maintained  by 
said  corporation)  of  ten  per  cent,  on  the  paid-up  capital  stock  of  said  coipora- 
tion,  now  or  at  aay  time  hereafter,  but  not  less  in  any  case  than  fifty  thous- 
and dollars,  which  stocks  must  be  registered  in  the  name  of  the  said  Super- 
intendent officially,  as  held  in  trust  under  and  pursuant  to  this  act,  and  the 
same  shall  be  held  by  the  said  Superintendent  in  trust,  as  security  for  the 
depositors  with,  and  creditors  of,  said  corporation,  and  subject  to  sale  and 
transfer,  and  to  the  disposal  of  the  proceeds  by  the  said  Superintendent  only, 
on  the  order  of  any  court  of  competent  jurisdiction,  and  until  the  order  of 
such  court  authorizing  such  sale,  or  transfer,  or  otherwise,  to  the  contrary, 
the  said  Superintendent  shall  pay  over  to  such  corporation  the  interest  which 
may  be  received  on  the  said  securities,  or  he  may  authorize  the  said  corpora- 
tion to  collect  and  receive  the  same  for  its  own  benefit.  Should  any  com- 
pany at  any  time  have  deposited  with  the  Superintendent  more  than  the 
amount  hereby  required,  sucn  excess  may  be  refunded.  With  the  approval  of 
the  Superintendent  such  deposit  may  be  made  by  any  company  either  wholly 
or  in  part  in  bonds  and  mortgages,  satisfactory  to  the  said  Superintendent,  on 
improved,  unincumbered,  productive  real  estate  in  this  State,  worth  at  least 
twice  the  amount  loaned  thereon;  and. all  the  provisions  of  this  section  shall 
apply  to  such  a deposit. 

§ 7.  In  case  any  corporation  doing  business  in  this  State,  not  chartered 
under  the  authority  of  this  State,  shall  refuse  or  neglect  to  make  the  deposit 
with  the  said  Superintendent,  hereinbefore  required,  the  fact  shall  be  reported 
by  the  said  Superintendent  to  the  Attorney-General,  who  shall  thereupon  with- 
out delay  take  such  proceedings  as  may  be  necessary  to  enjoin  ana  restrain 
such  corporation  from  transacting  any  business  in  this  State,  and  the  court  to 
which  such  application  shall  be  made  shall  be  authorized  to  make  such  order 
or  decree,  and  to  issue  such  process  in  the  premises  to  enforce  compliance  by 
such  corporation  with  the  provisions  of  this  statute,  or  to  restrain  the  transac- 
tion of  business  by  such  corporation  in  this  State,  as  it  may  deem  proper. 

$ 8.  Every  corporation,  subject  to  the  provisions  of  this  act,  shall  be  as- 
sessed by  the  said  Superintendent  to  pay  its  proper  proportion  of  the  expense 
of  conducting  the  business  of  the  banking  department,  as  provided  for  by  the 
seventh  section  of  the  act  entitled  “ An  act  to  organize  the  bank  department,” 
passed  April  twelfth,  eighteen  hundred  and  fifty-one,  and  shall  be  considered 
in  all  respects  as  embraced  within  the  provisions  of  the  said  section. 

$ 9.  The  amount  of  money  which  any  corporation  shall  have  on  deposit 
or  loan  at  any  time  shall  not  exceed  ten  times  the  amount  of  its  paid-up  capi- 
tal and  surplus,  and  its  outstanding  loans  shall  not  at  any  time  exceed  said 
amount;  but  any  such  corporation  authorized  to  receive  court  deposits  may  at 
any  time  receive  on  deposit  and  loan  out  any  money  which  may  be  deposited 
with  it  by  any  of  the  courts  of  this  State,  including  the  surrogates*  courts, 
notwithstanding  such  limitation. 

§ 10.  This  act  shall  take  effect  immediately. 
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THE  SAVINGS  BANKS  OF  CALIFORNIA. 

We  present  upon  the  ensuing  pages  detailed  statements  of  the 
condition,  on  the  1st  of  July,  of  the  Savings  banks  of  San  Francisco, 
and  of  the  interior  of  the  State,  which  we  take  from  the  Commercial 
Herald \ They  exhibit  gratifying  evidence  of  a substantial  local 
prosperity,  all  the  more  satisfactory  as  indicating  the  growth  of 
habits  of  frugality  and  economy,  which  have  not  always  been  char- 
acteristic of  the  Golden  State. 

The  statements  of  the  San  Francisco  banks  show  a remarkable 
steadiness  of  growth  in  their  business.  Since  January  1st  there  has 
been  an  increase  of  3,904  in  the  number  of  depositors,  and  of 
$4,098,115  in  the  aggregate  of  their  deposits.  At  the  beginning 
of  the  year,  the  average  amount  standing  to  the  credit  of  each  in- 
dividual account  was  $902,  gold,  and  is  now  $913,  gold;  an 
increase  of  $11  in  six  months.  The  volume  of  loans  has  been 
augmented  in  similar  proportion,  and  the  employment  of  $3,314,700 
additional  shows  an  active  state  of  business,  while  the  amount  of 
cash  on  hand  is  $783,325  more  than  on  January  1st  The  total 
amount  of  deposits,  nearly  $51,000,000,  is  remarkable  in  view  of 
the  fact  that  only  seventeen  years  have  elapsed  since  the  first 
Savings  bank — the  Savings  and  Loan  Society — was  established  in 
San  Francisco,  the  .average  population  of  which  during  those  years 
has  not  exceeded  120,000  souls. 

The  dividends  of  the  banks  are  generally  smaller  than  those 
formerly  made,  which  was  anticipated  from  the  recent  state  of  the 
San  Francisco  money  market  and  its  less  exorbitant  rates  of  in- 
terest. The  rates  distributed  are,  however,  excellent,  and  show 
that  the  management  of  these  institutions  has  been  economical  and 
prudent  The  range  of  dividend  is  from  7 per  cent,  to  8.40  on 
ordinary,  and  8.40  to  10  per  cent,  on  term  deposits. 

Of  the  country  Savings  banks  there  are  a number  which  have 
made  no  returns,  and  are  therefore  not  included  in  the  list.  The 
statements  made  show  that  the  total  number  of  interior  depositors 
is  22,199;  the  amount  to  their  credit  $ 12,089,895,  equal  to  $545, 
gold,  to  each  depositor,  a much  smaller  average  than  that  of  the 
city  banks.  The  total  number  of  Savings  bank  depositors  in 
California  is  77,910,  leaving  out  the  interior  banks,  from  which  no 
returns  have  come  in.  The  aggregate  of  deposits  is  $62,933,054, 
being  an  average  of  $ 808,  gold,  to  each*  depositor. 

Other  communities  may  well  regard  with  surprise  such  a con- 
dition of  financial  prosperity  as  is  thus  shown  to  exist  among  the 
laboring  and  industrial  classes,  who  constitute  the  great  body  of 
these  depositors. 
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THE  PERIODICITY  OF  RATES  OF  INTEREST. 


Among  the  papers  read  before  the  American  Association  fi 
the  Advancement  of  Science,  at  its  recent  meeting  at  Hartfoi 
was  one  by  Professor  E.  B.  Elliott,  of  Washington,  upon  t 
influences  affecting  the  rates  of  interest  This  gentleman  had  pi 
sented  the  same  theme  at  the  last  meeting  of  the  Association,  a: 
his  remarks  now  pointed  out  that  the  changes  in  the  market  val 
of  money  were  brought  about  by  influences  sometimes  local  ai 
at  other  times  general  throughout  the  money  markets  of  the  wof 
There  is  however  a fluctuation  generally  well  marked  during  a 
tarn  portions  of  each  year,  recurring  pretty  regularly,  and  caus 
probably  by  the  facts  that  in  the  Summer  business  is  light,  in  t 
Fall  crops  are  moving,  in  the  Winter  there  is  a genejal  settling 
accounts;  while  April,  May  and  September  are  usually  transit! 
periods.  He  presented  the  following  tables: 


Average  Rates  in  the  New  York  Market,  1849  to  1874, 


Demand 

bo-day 

Year. 

Loans. 

Paper. 

1849 

4’5°  •• 

778 

1850 

483  .. 

r*7 

I85I 

5-92  .. 

8*33 

1852 

512  .. 

729 

1853 

692  .. 

1008 

1854 

7 ’68  .. 

1250 

1855  . 

6 62  .. 

9*2S 

1856 

7-04  .. 

9-88 

:l!t 

6-94  .. 
3;83 

10*38 

6*71 

>£59 

i860 

612  .. 

III 

l86l 

.. 

5 '38  - 

9’ 

Average  annual  rates . 

Averages 


Demand  bo-day 

Month.  Leant.  Paper. 

January  . 5 *97  8.80 

February  5*68  ..  8-58 

March...  5*93  ..  .875 

April 5-67  ..  8-34 

May 5*91  --  8*35 

June 5*20  ..  794 


Demand 

bo-day 

Year. 

Loans. 

Paper. 

1862  . . 

5*6i  -- 

678 

1863  .. 

5* 

6*66 

1864  .. 

7*23  - 

9*29 

1865 

6*09 

10*21 

i860 

1867  .. 

1868  .. 

IS  :: 

5*83  -- 

if, 

8*85 

1869  .. 

604  .. 

10*83 

1870  .. 

5-08  .. 

8*12 

1871  .. 

4*50  .. 

6* 

1872  .. 

5-58  .. 

9- 

*873  --  . 

1874  .. 

0*29  .. 

389  -- 
575  - 

*3 

8*48 

BY 

Months. 

Demand 

bo-day 

Month. 

Loans. 

Paper. 

July 

511  .. 

774 

7*89 

August.. . 

5*25  .. 

September 

572  .. 

8*50 

October . . 

6*21  .. 

9*22 

November 

6*n  .. 

8*47 

December 

6*20  .. 

907 

Summary  by  Portions  of  Year  for  the  25  Years  1849  TO 

Portions  of  Year.  Demand  Notes.  bo-day  Paper 


October  to  March  inclusive 

(6  months) 

603 

8*83 

April  and  May 

(2  months) 

579 

8i+ 

June  to  August  inclusive 

(3  months) 

519 

7' 86 

September 

(1  month) 

572 

8*50 

October  to  March  inclusive 

(6  months) 

6*02 

8*83 

April  to  September  inclusive 

(6  months) 

5*48 

8*13 

General  Average  

(25  years) 

575  - 

84 8 

Being  asked  whence  the  data  were  obtained,  Prof.  Elliott 
plied  that  they  were  collated  from  The  Banker’s  Magazine,  j 
Financial  Chronicle  and  Hunt's  Merchant s’  Magazine . 
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“SHQRT  ROAD  TO  SPECIE  CURRENCY.” 


The  Letter  of  Mr.  John  Earl  Williams.* 


Metropolitan  National  Bank, 
New  York,  May  II,  1874. 


To  Hon.  John  Sherman, 

Chairman  of  Finance  Committee , U.  S.  Senate : 

Dear  Sir: — Since  last  November,  when  you  talked  over  with  me,  here,  the 
subject  of  Banking  and  Currency,  my  views,  then  expressed,  have  been  con- 
firmed and  strengthened.  Since  then,  too,  the  ground  has  been  quite 
thoroughly  gone  over  by  both  branches  of  Congress. 

The  recent  veto  of  the  Senate  bill  by  President  Grant  brings  up  anew,  how- 
ever, the  old  questions ; perhaps  under  circumstances  more  favorable  for  a 
ealm  consideration  and  wise  solution  of  the  whole  matter.  You  know,  sir, 
that  in  the  fire  and  smoke  of  battle,  we  often  lose  sight  of  our  enemy ; so, 
in  the  heat  and  excitement  of  debate  there  is  danger  that  we  may  lose  sight 
of  the  original  cause  of  existing  differences,  and  consequently  fail  to  perceive 
and  apply  the  wisest  remedy. 

Will  you  allow  me  now,  to  state  my  mature  convictions  on  this  all-import- 
ant subject?  Take  them  for  what  they  are  worth,  intrinsically,  not  for  my 
sake;  and  let  them  perish,  if  they  do  not  possess  vitality  enough  to  deserve 
favor  m public  estimation. 

In  the  general  discussion  of  this  subject  it  has  seemed  to  me,  that  the  pub- 
lic and  Congress  have  been  too  much  fettered  by  precedent — by  clinging  to 
what  has  been — by  efforts  to  patch  up  old  methods — M sewing  new  cloth  into 
old  garments/’  instead  of  laying  the  old  garments  on  the  shelf,  grateful 
none  the  less  for  the  good  they  have  done,  but  knowing  we  had  outgrown 
them — as  the  man  the  boy's  clothes — and  had  no  further  practical  use  for 
them.  This  we  have  done,  m establishing  our  own  form  of  Government,  why 
not  do  it  in  reference  to  political  economy? 

Among  such  useless  antiquities  may  be  classed  “ the  Suffolk  Bank  System,” 
so  called,  which  was  the  most  unmitigated  paper  scheme  ever  devised ; under 
it  millions  of  bank  bills  were  redeemed  without  using  a dollar  of  specie ! yet 
that  did  good  service  fifty  years  ago,  but  is  of  no  use  now ; and  an  outgrowth 
of  that — “ assorting  houses  ” — still  talked  of,  for  the  purpose  of  separating  the 
hffls  of  each  bank  from  all  others  to  send  home  for  payment  in  other  paper 
promises!  And  most  prominent  of  all  the  vain  efforts  to  resume  specie  pay- 
ments by  banks,  as  heretofore,  including  alike  bills  and  deposits,  which  always 
has  been,  and  in  the  nature  of  things,  always  must  be,  sooner  or  later,  a fail- 
ure. “Free  Banking,”  too,  is  a catch-word  and  a delusive  snare,  for  it 
would  give  too  much  or  too  little  currency — entirely  dependent  on  the  profit 
in  making  it — consequently  causing  either  perturbation  or  stagnation — both  of 
*hkh  should  be  avoided. 


All  these  belong  to  the  obsolete , and  time  will  be  saved  by  so  considering 
ihem.  Let  them  go. 


As  to  the  cause  or  causes  of  the  late  financial  panic,  I consider  it  undeni- 
*hle  and  self-evident  that  last  September  we  touched  bottom  in  our  currency 
*®pply.  If  superabundant  ten  years  before,  it  was  proved  to  a demonstration 
h>  oe  used  up  now.  Various  circumstances,  splendid  railroad  schemes,  and 
°ther  magificent  projects,  no  doubt,  absorbed  capital,  and  precipitated  the 


* For  a review  of  this  plan  see  page  169. 
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event.  But  the  simple,  naked  truth  remains  undeniable,  neither  for  love  n< 
hard  money,  itself,  could  more  currency  be  obtained.  There  was  an  al 
solute  currency  famine,  and  some  starved  ! The  United  States  had  unde 
taken  to  supply  the  country,  but  failed  to*  do  it,  after  prohibiting  (wisely, 
think,)  the  several  States  from  authorizing  any  bank  circulation.  This,  and  th 
alone,  was  the  original  cause  and  starting  point  of  the  panic.  Hoarding,  loci 
ing  up  in  merchants’  iron  safes  came  afterwards  as  one  of  the  baneful  effec 
of  the  fright;  and  it  greatly  aggravated  the  excitement.  The  banks  manful! 
stood  by  each  other,  and  lessened  the  disastrous  effects  by  the  course  the 
pursued.  Two  or  three  months  elapsed — the  wheels  of  trade  turned  slowh 
out  surely,  and  the  return  of  currency  from  the  extremes  to  the  money-cei 
tres — with  the  necessary  contraction  of  business  engagements — relieved  tl 
pressure  and  restored  confidence.  But  not  until  serious  consequences  had  ei 
sued  which,  with  a sufficient  supply  of  currency,  we  might  have  been,  m 
should  have  been,  preserved  from. 

The  foregoing,  I think,  are  among  the  essentials,  and  non-essentials,  whic 
have  occupied  much  of  the  time  of  Congress,  while  it  has  been  feeling  its  wa 
towards  light  on  this  important  investigation.  But  time  spent  in  earne 
thought  is  never  lost.  Especially  if  it  fits  us  to  seek  a principle  on  which 
system  may  be  reared,  which  shall  meet  our  present  wants  and  stand  tl 
strain  of  any  future  commercial  crisis. 

With  this  view  I would  suggest: 

First — That  Congress  assume  at  once  the  inherent,  sovereign  prerogatii 
of  a government  “ of  the  people,  by  the  people,  and  for  the  people,’*  an 
exercise  it,  by  furnishing  all  the  inhabitants  of  the  United  States  with  a un 
form  National  currency ! Surely  the  people,  and  the  people  only,  have 
natural  right  to  all  the  advantages,  emolument  or  income,  that  may  inure  froi 
the  issue  of  either  one  thousand  dollar  bonds,  with  interest,  or  ten  dolb 
notes  without,  based  on  the  faith  and  credit  of  the  nation ! * 

This  principle,  simple,  clear,  and  undeniable,  ought  to  be  recognized  as  fui 
damental,  and  the  only  safe  and  proper  basis,  on  which  may  securely  rest  a 
the  circulating  medium  of  the  country;  for  the  sole  benefit  of  all  the  peopl< 
and  not,  as  now,  for  the  profit  of  a class  of  stockholders,  however  deservin 
they  may  be  in  all  other  respects. 

Second. — To  carry  into  effect  this  principle — to  substitute  U.  S.  notes  f< 
bank  notes,  take  away,  as  soon  as  practicable  and  forever,  all  circulatio 
from  banks.  Withdraw  National  bank  notes,  and  in  lieu  thereof  issue  U.  £ 
coin  notes  (not  legal  tenders)  as  fast  as  the  bank  notes  can  be  returned  to  th 
issue  department  at  Washington.  Such  substitution  would,  of  course,  h 
neither  contraction  nor  expansion,  but  merely  putting  one  note  in  circulatio 
in  place  of  another ; consequently  it  could  cause  no  business  jar  whatever. 

Let  the  United  States  purchase  the  bonds — now  lodged  in  Washington  t 
secure  the  circulation  of  banks — at  the  market  price,  or  at  least  a suffidei 
amount  of  them  to  cover  the  issue  of  notes  by  the  United  States  to  the  sei 
eral  banks,  for  payment  of  their  bonds,  to  the  amonnt  of  bank  notes  cai 
celled. 

And  to  facilitate  the  process,  require  that  at  least  25  per  cent,  of  the  drct 
lation  of  each  bank  be  annually  surrendered  for  exchange  and  cancellation. 

Third. — The  new  notes  and  legal  tenders  now  outstanding,  shall  be  re 
deemed,  in  specie,  on  demand,  whenever  presented  at  the  Assistant  Treaa 
urer’s  Office  in  New  York  City.  To  ensure  which,  Government  shall  acct 
mulate  (and  if  need  be,  sell  100  million  five-per-cent,  bonds  to  accomplish  th 
purpose)  at  least  one  hundred  and  fifty  million  dollars  in  specie,  in  th 
vaults  of  said  Assistant  Treasurer,  and  aim  to  retain  that  as  a minimun 
amount  at  all  times  to  inspire  confidence  and  provide  for  contingencies.  No 
need  any  difficulty  be  apprehended  on  this  point,  as  California  yielded  las 
year  up  to  31st  December,  seventy-two  million  two  hundred  and  fifty-eigh 
thousand  dollars.  Moreover,  as  soon  as  the  public  understand  they  can  hav 

* N.  B. — It  is  a significant  fact,  that  within  ten  days,  the  London  Times  has  suggested  th 
same  idea — that  is,  that  our  Government  furnish  a currency  for  the  country. 
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specie  for  the  asking,  it  will  not  be  wanted.  People  will  prefer  to  carry  U.  S. 
notes  in  their  pockets,  as  more  convenient  and  equally  valuable. 

Neither  could  any  one  reasonably  object,  that  the  United  States  would  be 
by  such  an  operation,  banking  or  engaging  in  business,  for  properly  regarded, 
it  is  as  much  a function  of  Government  as  the  drawing  of  a Treasury  draft, 
on  the  Assistant  Treasurer  in  New  York ; indeed,  practically,  it  is  only  that. 

Fourth. — To  guard  against  undue  issue  on  the  part  of  the  United  States, 
and  to  provide  in  summer,  when  money  is  cheap,  for  a necessary  surplus  of 
cprency  to  transact  the  autumn  business,  Congress  should  authorize  the  emis- 
sion of  a convertible  and  re-convertible  bond,  bearing  three,  four,  or  even 
five  per  cent-  interest.  Said  bonds  to  be  obtained  either  of  the  Assistant  U. 
S.  Treasurer,  in  New  York,  or  of  a commission  appointed  to  take  charge  of 
the  same,  at  the  Office  of  said  treasurer,  upon  paying  for  them  in  either  Na- 
tional bank  notes,  legal  tenders,  or  U.  S.  notes.  And  the  bonds  should  be 
payable  at  the  office  of  said  Treasurer,  with  accrued  interest  on  demand,  at 
the  option  of  the  holder. 

The  effect  of  this  emission  of  bonds  would  be  two-fold  : first,  to  check  any 
excessive  issue  of  U.  S.  notes,  as  they  would  at  once  be  taken  to  the  As- 
sistant Treasurer,  and  converted  into  bonds,  thus  placing  such  excess«on  in- 
terest, as  fast  as  the  notes  became  superabundant ; secondly,  these  bonds 
would  take  up  circulation  when  cheap — and  not  wanted  for  business  pnrposes— 
and  keep  it  till  it  was.  Then  the  bonds  would  be  presented  for  payment  and 
the  circulation  come  out  to  do  its  beneficent  work,  without  disturbing  the  dis- 
count lines  of  the  banks,  as  the  operation  would  be  entirely  independent  of 
them.  Indeed,  this  machine  would  act  automatically,  taking  up  or  letting  out 
currency,  according  to  supply  and  demand. 

Should  money  be  abundant  and  cheap,  three-per-cent,  bonds  would  absorb 
the  surplus;  but  so  important  is  it  to  accumulate  money  in  July  and  August, 
for  September  and  October,  that  even  five- per-cent,  for  sixty  or  ninety  clays, 
might  well  be  paid  on  twenty  or  thirty  millions,  rather  than  have  no  adequate 
provision  for  the  autumnal  demands  of  trade,  which  come  round  with  the 
regularity  of  the  season. 

Fifth. — Here  an  important  question  naturally  arises,  namely : What  amount 
of  currency  is  requisite  to  conduct  the  large  business  of  a constantly  increas- 
ing population,  dealing  in  various  commodities  at  enhanced  prices  ? 

This  question  may  be  practically  answered,  although  mathematical  certainty 
may  not  be  attainable.  A commission  carefully  selected  would  be  able  to 
reach  a satisfactory  result  in  this  particular ; and  also  to  approximate  the  per- 
centage of  increase  of  currency  that  would  be  required,  every  five  or  ten  years, 
to  meet  the  growth  in  population  and  business ; and  thus  escape  the  evil  of 
cither  deficiency  or  excess. 

For  instance,  if  with  a population  in  1861,  of  33  millions — and  banks  paying 
specie — we  had  a bank  note  circulation  of  220  millions — and  specie  in  circula- 
tion, 170  millions — aggregate  390  millions — how  much  would  now  be  required 
for  a population  of  43  millions,  including  demands  for  manufactures,  for  min- 
ing the  precious  and  other  metals,  and  for  railroads,  quadrupled  in  extent  in 
Ihirteen  years  ? Allowance  being  also  made  for  advance  in  prices  of  from  thirty 
to  fifty  per  cent,  in  nearly  every  article  bought  and  sold. 

This  increase  in  values  is  real  and  not  nominal.  An  effect  largely  owing  to 
tn  addition  of  specie  since  1848,  from  Australia  and  California,  to  the  amount 
of  tvo  thousand  millions  in  gold  and  silver ! The  commercial  exchanges  of 
the  civilized  world  have  thus  been  increased,  making  gold  and  silver,  and  not 
P®per,  responsible  for  the  enhanced  value  of  commodities  in  all  countries  even 
»here  there  has  been  no  paper  used  as  currency. 

Thus  it  is  seen  that  no  special  study  of  the  subject  is  required  to  perceive 
that  double  the  former  volume  of  currency,  say  700  millions,  would  oe  none 
too  much  for  the  present  day. 

Nevertheless,  exactness  as  to  amount  is  less  important  than  if  the  proposed 
U.  S.  notes  were  not  to  be  paid,  on  demand,  in  specie.  The  fact,  comple- 
mented by  the  convertible  bonds,  would  regulate  the  amount  of  the  issue  of 
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U.  S.  currency  to  a nicety  never  before  attained.  Especially  as  these  notes 
would  not  be  subject  to  the  fluctuations  incident  to  bank-note  circulation,  for 
the  latter  must  always  be  more  or  less  mixed  up  with  the  bank’s  liability  for 
deposits,  and  dependent  upon  the  availability  of  the  bank’s  discounted  paper. 

Suppose,  then,  for  example,  we  assume  800  millions  as  the  requisite  amount 
of  circulation  to-day. 

The  profits  of  that,  to  the  people,  may  be  thus  stated.  Deductings  150  mil- 
lions as  amount  of  coin  to  be  kept  on  hand,  would  leave  a balance  of  650 
millions  net  to  draw  interest  as  money.  This  sum,  at  six  per  cent.,  would 
yield  a profit  of  39 .millions  annually!  Reducing  the  taxes  of  all  the  inhabit- 
ants, every  year,  exactly  that  amount,  compared  with  what  would  be  the  case, 
if  that  circulation  were  given  up  to  banks. 

Sixth. — Undoubtedly,  there  are  a few  banks  that  will  raise  a cry  about 
vested  rights,  violated  charters,  &c.,  but  it  is  enough  to  say  to  such,  that  any 
bank  which  cannot  live  without  circulation  must  have  less  of  the  confidence 
of  the  public,  as  evidenced  in  deposits,  and  more  of  the  element  on  which 
wild  cat  banking  subsists,  than  is  compatible  with  sound  commercial  bank 
management.  The  truth  is,  the  proposed  change  is  not,  in  fact,  so  much  of 
a sacrifice  of  profits  as  at  first  sight  it  may  seem  to  be.  You  know  that 
banks  are  now  required  to  hold  five-per-cent,  bonds,  instead  of  six,  as  the 
basis  of  their  circulation;  the  rate  may,  probably  will,  be  reduced  to  four  per 
cent. 

Then  the  banks  would  be  relieved  from  all  taxes  and  reserves,  on  account 
of  their  notes — and  here,  in  New  York,  these  amount  to  about  three  per  cent, 
per  annum.  They  would  save  the  premium  on  United  States  bondff  deposited 
m Washington  for  circulation.  They  would  escape  the  clamor  of  newspapers, 
and  individuals,  for  resumption  of  payments  in  specie.  For,  then,  they  would 
bank  on  United  States  notes  and  specie,  their  customers  receiving  whichever 
they  preferred.  In  a word,  they  would  do  a strictly  legitimate  business,  as 
banks  of  discount  and  deposit,  knowing  that  whatever  leads  to  the  prosperity 
of  the  whole  people,  must  be  beneficial  to  the  banks;  but  leaving  the  right, 
where  it  belongs,  to  the  United  States  Government,  to  supply  the  whole  cir- 
culating medium  of  the  country. 

While  I speak  thus  strongly,  for  the  best  interest  of  all,  as  I understand  it, 
I beg  to  say  that  no  one  can  entertain  a higher  estimate  of  the  usefulness, 
the  integrity  and  the  honor  of  bank  managers  than  I do;  and  no  one,  I 
believe,  knows  them  better. 

Yet,  in  this  connection,  we  must  remember  that  banks  are  the  creatures  of 
law.  The  laws  which  created  them,  may,  by  virtue  of  rights  reserved,  be 
amended,  altered  or  repealed. 

If,  therefore,  it  is  found  that,  as  heretofore  and  as  now  constituted,  these 
institutions,  with  the  best  intentions  of  those  who  direct  them,  fail  to  secure 
for  the  people  a satisfactory  currency ; and  that  even  to  attempt  it  on  the  old 
basis,  would  be  to  lay  themselves  open  to  as  frequent  suspensions  as  Wall 
Street  should  choose  tp  inflict ; then  surely  it  is  fitting  and  needful  that  some 
better  methods  be  devised  and  carried  out.  To  those  who  are -disposed  to 
complain  of  the  change  as  a hardship,  one  is  tempted  to  ask  what  natural 
right  a dozen  stockholders  have  to  receive  notes  from  Government  to  circulate 
that  any  other  dozen  men  do  not  possess  T 

Seventh. — Again,  some  may  say,  it  is  true  we  need  reform,  but  if  Wall  Street 
is  so  powerful,  as  against  banks,  why  may  it  not  have  equal  ability  to  cause 
Government  to  suspend  ? 

The  reply  to  this  is  plain  and  conclusive.  The  cases  are  essentially  differ- 
ent. Whenever  banks  have  failed  it  has  always  been  because  of  the  with- 
drawal of  their  deposits,  and  not  that  a few  thousand  dollars  were  demanded 
for  their  bills — not  at  all — but  payment  of  deposits  was  demanded,  amounting, 
perhaps,  to  ten  times  their  circulation,  and  nence  the  banks  were  unable  to 
respond.  This  has  invariably  been  the  cause  of  the  several  bank  failures. 
How  unwise,  then,  not  to  seek  a sure  and  sufficient  remedy,  after  trying 
seventy-five  years  to  compass  the  impossible  ? 
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Now,  inasmuch  as  the  U.  S.  Government  has  no  deposits , and  its  circulating 
notes  would  permeate  every  corner  of  this  vast  country-doing  the  rightful 
work  of  a National  currency-^-therefore,  they  could  not  be  hoarded,  even  if 
the  attempt  were  made,  in  any  quantity  sufficient  to  derange  the  regular  busi- 
ness of  the  land.  They  would  constitute,,  so  to  speak,  the  life  blood  of  our 
commercial  and  mercantile  transactions,  circulating  to  the  remotest  parts,  and 
equally  indispensable  at  the  centre  or  the  circumference.  And  if,  by  labor 
and  sacrifice  of  interest,  a sum  could  be  gathered  together,  what  motive 
would  exist  to  demand  specie,  when  the  paper  was  of  equal  value  with  the 
coin? 

Another  good  result  would  surely  be  accomplished.  Speculation  in  gold 
would  be  killed  stone-dead ! and  that  nuisance  abated  most  effectually. 

Eighth. — The  proposed  separation  of  circulation  from  banks  of  discount  and 
deposit,  would  establish  banking  proper  on  a legitimate  basis,  and  transfer  to 
the  general  Government,  where  it  belongs,  the  circulation  of  the  people  for 
the  sole  benefit  of  all.  The  banks  and  U.  S.  Government,  both  working  har- 
moniously, in  their  several  spheres,  with  no  clashing  or  rivalry.  Indeed,  cir- 
culation would  then  be  scarcely  more  divorced  from  ordinary  banking  than 
now;  inasmuch  as  U.  S.  bonds  deposited  in  Washington,  distant  from  the* 
bwiks,  now  compose  the  security  for  the  notes,  and  it  is  proposed  to  take  the 
direct  promise  of  the  Government  in  the  new  U.  S.  currency. 

This  principle  is  recognized  and  acted  On  by  the  Bank  of  England.  That 
institution  has  cut  off  the  Issue  from  the  Discount  Department  almost  as 
completely  as  if  it  were  another  corporation.  Why  should  not  we  imitate 
England’s  example,  but  improve  upon  it,  by  giving  to  our  forty-three  millions 
of  inhabitants  all  the  profits  to  be  derived  from  a circulation  throughout  our 
country,  instead  of  sharing  it  with  2,000  banks,  estimated  to  have  some  three 
hundred  thousand  stockholders  ? 

New  England  States  that  have  a large  accumulation  of  surplus  capital  and 
a plenty  of  National  bank  currency  may  be  indifferent,  or  even  opposed,  to 
an  increase  of  currency  of  any  kind  ; but  Massachusetts  and  Rhoae  Island 
should  remember,  that  notwithstanding  all  their  abundant  resources,  yet  last 
September,  their  mill-operatives  were  among  the  first  to  foresee  danger  and 
feel  distress  on  the  stoppage  of  the  factories  of  their  wealthiest  manufac- 
turers ; mainly,  because  no  currency  could  be  obtained  to  carry  them  on ! 
Nor  will  they  soon  forget  the  alarm  created  by  threats  to  run  on  the  Savings 
hanks — their  very  riches  and  careful  savings,  even,  heightened  the  danger  of 
a panic  among  the  laborers  who  had  savings  deposits. 

This,  and  every  consideration,  should  teach  the  East  to  look  with  fraternal 
feeling  to  the  West  and  the  South,  if  it  would  aid  in  relieving  a pressure 
arising  from  want  of  capital  and  currency  there,  but  which  no  longer  is  felt 
at  the  East.  In  truth,  the  unprecedented  and  irrepressible  growth  of  the 
West  in  population  and  productive  power,  indicates,  also,  an  approaching,  if 
not  an  existing  political  power,  that  will  soon  speak  to  the  East  in  tones  dis- 
tinctly audible. 

And  now,  Mr.  Senator,  only  one  word  more;  if  you  approve,  in  the  main, 
of  the  foregoing  suggestions,  will  you  do  me  the  favor  to  draw  a bill  embrac- 
ing them  substantially,  and  advocate  its  passage  in  the  Senate?  Providing 
that  the  law  take  full  effect  on  the  Fourth  of  July,  1876,  making,  thus,  our 
second  and  financial  declaration  of  independence ! 

Believe  me  sir,  yours,  with  much  respect, 

• J.  E.  Williams. 
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PROPERTY  IN  STOCK  EXCHANGE  MEMBERSHIP. 

Rights  of  Creditors  subordinate  to  those  of  Co-Members. 

In  the  United  States  Court  at  San  Francisco,  before  Judge  Sawyer,  a 
question  has  recently  been  decided  which  is  of  much  importance  to  members 
of  stock  exchange  boards  as  regarding  property  in  their  membership.  The 
action  in  this  case  was  brought  in  the  U.  S.  Circuit  Court  by  Henry  C.  Hyde, 
assignee  in  bankruptcy  of  Thomas  W.  Fenn,  to  recover  from  Woods  & Free- 
born the  proceeds  of  the  sale  of  the  seat  of  Fenn  in  the  San  Francisco  Stock 
and  Exchange  Board,  which  were  received  by  defendants  .within  four  months 
before  the  filing  of  the  petition  in  bankruptcy.  The  petition  in  bankruptcy 
against  Fenn  was  filed  by  a creditor  September  20,  1872,  and  he  was  adjudi- 
cated a bankrupt  therein  October  1,  1072.  The  facts  in  the  case  are  thus 
stated : . 

Thomas  W.  Fenn  became  a member  of  the  board  October  2lst,  1871,  sub- 
ject to  the  constitution  and  by-laws  adopted  for  the  government  of  all  who 
should  become  members.  Under  these  rules  the  number  of  members  was 
limited,  and  they  were  to  be  elected  by  ballot.  The  privileges  granted  to  a 
member  were  not  assignable  or  transferable,  except  as  provided  in  the  consti- 
tution and  by-laws.  It  was  also  provided  that  “Any  member  who  fails  to 
comply  with  nis  contracts,  or  becomes  insolvent,  shall  be  suspended  until  he 
has  settled  with  his  creditors.”  And  further,  “In  case  of  the  suspension  of 
any  member  by  failure  to  fulfil  his  contracts  or  by  insolvency,  the  board  will 
exercise  a generous  discretion,  guided  by  the  circumstances  of  each  case,  in 
disposing  of  the  seat  for  the  benefit  of  the  party  suspended.”  Again,  “ In 
sales  of  seats  for  account  of  delinquent  members,  the  proceeds,  shall  be  ap- 
plied to  the  benefit  of  the  members  of  the  board,  exclusive  of  outside  cred- 
itors, unless  there  shall  be  a balance  after  payment  of  the  claims  of  members 
in  full.” 

On  the  24th  of  Angust,  1872,  Fenn  became  delinquent  in  the  board  by  fail- 
ure to  fulfil  his  contracts  made  with  the  members  thereof.  For  the  purpose 
of  securing  his  creditors  in  the  board  he  made  the  following  assignment  in 
writing : 

San  Francisco,  August  24,  1872. 

I hereby  assign  my  seat  in  the  San  Francisco  Stock  and  Exchange  Board 
to  Messrs.  Woods  & Freeborn,  who  are  authorized  to  sell  the  same  to  the 
best  advantage  and  apply  the  proceeds  of  sale  to  the  payments  of  all  debts 
due  from  me  to  the  members  of  said  board. 

Subsequently  W.  B.  & J.  Thornburgh  were  elected  as  members  of  the 
board,  and  the  seat  vacated  by  Fenn  was  transferred  to  them  by  Woods  & 
Freeborn,  for  a consideration  of  $ 10,000.  This  sum  was  divided  among 
Fenn’s  creditors  in  the  board,  before  the  assignee  in  bankruptcy  commenced 
proceedings. 

In  announcing  the  opinion  of  the  court,  fudge  Sawyer  took  the  following 
ground:  The  San  Francisco  Stock  and  Exchange  Board  is  a voluntary  associa- 
tion. No  man  was  under  any  obligation  to  become  a member,  unless  he  saw 
fit  to  do  so,  and  when  he  did,  and  subscribed  to  the  constitution  and  by-laws, 
he  acquired  just  such  rights  with  such  limitations,  and  no  others,  as  the  articles 
of  association  provided  for.  The  rights  acquired  by  a party  entering  the  asso- 
ciation with  the  assent  of  the  other  members,  are  clearly  prescribed  in  these 
articles.  Under  their  provisions  th^re  is  in  a member  no  absolute,  unlimited 
right  of  disposition  of  his  seat  or  the  privileges  of  membership.  Each  member 
holds  his  seat  and  exercises  the  privileges  conferred  subject  to  certain  pre- 
scribed rights  of  the  association,  and  of  the  other  members,  in  his  seat,  in  case 
he  fails  to  perform  his  duty  towards  the  association,  or  to  his  fellow-members. 
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And  the  rights  accorded  to  the  association,  or  his  fellow-members,  by  the 
terms  upon  which  a member  is  admitted,  cannot  be  abrogated  or  limited  by 
an y subsequent  act  of  his.  A member  cannot  dispose  of  his  right  of  member- 
ship to  another,  unless  the  association  shall  accept  that  other  m his  stead,  in 
the  mode  and  upon  the  terms  prescribed.  If  he  fails  to  meet  his  liabilities  to 
his  fellow-members,  incurred  in  the  course  of  the  proper  business  transactions 
of  the  board,  he  is  suspended ; and  if  his  obligations  are  not  met,  and  he  is 
not  restored  within  the  time  prescribed,  his  rights  and  privileges  as  a member 
become  the  property  of  the  association,  and  are  disposed  of  for  the  benefit  of 
his  creditors  in  the  board,  to  the  exclusion  of  all  others.  He  cannot,  himself,, 
by  any  act  of  disposition  of  his  own,  prevent  this  result.  His  general  credi- 
tors can  obtain  through  him  no  greater  rights  of  property  than  he  himself 
possesses.  His  privileges  as  a member  of  the  Stock  Board  could  not  be  seized 
and  sold  on  execution,  and  transferred  to  another  in  violation  of  the  rights  se* 
cared  by  the  contract  of  the  association,  nor  could  a court  of  bankruptcy  over- 
ride the  rights  of  the  association  or  its  members,  by  disposing  of  a greater 
interest  than  he  himself  possesses.  The  only  property  of  a pecuniary  nature 
m Fenn  after  his  default  in  the  board,  would  be  the  residue  left  after  dispos- 
ing of  his  seat  by  the  board  in  accordance  with  its  prescribed  usages  or  with 
its  assent  and  payment  of  his  indebtedness  to  the  members  of  the  board, 
incurred  in  the  transaction  of  its  business.  This  is  all  that,  under  any  circum- 
stances, would  be  available  to  the  general  creditor,  or  with  which  tne  Court 
of  Bankruptcy  has  any  concern.  The  rest  is  the  property  of  the  board  and  its 
members,  not  Fenn*s.  In  this  case  there  was  a delinquency  of  Fenn  in  his 
transactions  in  the  board.  He  was  indebted  in  large  sums  to  the  members 
upon  transactions  occurring  in  the  board,  for  which  his  seat  and  privileges  as 
a member  were  first  liable,  under  the  rules  of  the  association.  Fenn  trans- 
ferred nothing  to  defendants  that*  a court  of  bankruptcy  could  take  hold  of. 

There  was.no  residuum.  His  estate,  being  subordinate  to  the  claims  of  his 
associates,  under  the  articles  of  association,  and  consisting  only  of  such  resi- 
duum, there  was  nothing  of  it  of  value.  Defendants  only  received  and  dis- 
tributed to  the  proper  parties  that  part  of  the  proceeds  of  Fenn*s  seat  which 
belonged  to  the  other  members,  as  they  had  a .right  to  do  under  the  articles  of 
association. 

There  must  be  judgment  for  the  defendants,  with  costs. 

In  addition  to  the  case  of  Fenn,  the  same  assignee  in  bankruptcy  had  served 
notices  on  the  attorney  for  the  board  in  four  cases,  the  parties  being  former 
members  of  the  board  who  had  failed  under  similar  circumstances  as  Fenn. 

The  amount  immediately  involved  in  this  decision  is  at  least  $ 50,000.  The 
result  of  this  case  is  of  vital  importance  to  the  members  of  the  Stock  Board, 
as  a contrary  decision  would  have  virtually  destroyed  the  security  one  member 
now  has  against  another. 


The  British  Mint  Museum. — The  mint  collection  of  coins  is,  as  may  well 
be  supposed,  interesting  as  illustrative  of  the  changes  which  the  British  coin- 
age h as  undergone  from  the  time  of  the  Saxon  kings  to  the  present  day. 
Among  the  coins  is  a shilling  of  Henry  VII,  which  marks  an  important 
change  in  the  design  of  the  British  coinage — namely,  the  substitution  of  the 
royal  shield  of  arms  for  the  cross  with  “pellets  ” at  the  angles,  which  had  up 
to  that  time  formed  the  reverse  of  the  coins.  It  illustrates  the  great  advance 
in  art  made  during  that  reign.  Among  other  coins  in  the  collection,  of  much 
numismatic  interest,  is  the  “Oxford  crown,”  the  work  of  Thomas  Rawlins, 
chief  engraver  of  the  mint  during  the  civil  war.  This  is  one  of  a series  of 
coins  and  medals  by  the  same  artist  struck  at  Oxford  before  its  surrender  by 
the  royalist  forces  in  1646.  There  is  also  the  celebrated  “ petition  crown/*  by 
Thomas  Simon,  who  was  chief  engraver  of  the  mint  under  the  Common- 
wealth, and  whose  petition  to  be  retained  in  that  office  at  the  Restoration  oc- 
cupies the  rim  of  the  coin. — London  Times . 
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THE  LAW  OF  PROTEST. 

Illegality  of  Notice  Delivered  on  Sunday. 

f From  The  America*  Law  Re  fitter. ] 

Supreme  Court  of  Pennsylvania.  Rheem  v.  Carlisle  Deposit  Bank* 


A notice  of  protest  delivered  to  an  endorser  on  Sunday  is  void,  and  does 
not  render  him  liable  on  the  note. 

The  mere  receipt  by  the  endorser  of  the  notice  in  a sealed  envelope,  even 
if  told  what  it  is,  does  not,  without  his  saying  or  doing  anything  to  mislead 
the  notary,  amount  to  a waiver  of  the  irregularity. 

Nor  does  the  receipt  of  notice  in  that  way  on  Sunday  amount  to  a valid 
notice  to  him  on  Monday,  though  a new  notice  to  him  on  that  day  would 
have  been  in  time. 


This  was  an  action  against  the  endorser  of  a draft. 

The  draft  was  protested  December  30th,  1870,  for  non-payment.  The  no- 
tices of  protest  were  sent  to  the  Carlisle  Deposit  Bank  (the  actual  holder  of 
the  note),  and  received  by  it  on  the  morning  of  December  31st,  1870.  Mr. 
Rheem,  the  defendant,  lived  in  the  same  to^n.  On  the  same  evening  on 
which  the  bank  received  the  notice  of  protest,  Lewis  A.  Smith,  the  teller  of 
the  bank,  went  to  Mr.  Rheem’s  house  with  a notice  for  him,  but  although 
meeting  an  adult  member  of  the  family,  did  not  leave  the  notice  or  give  in- 
formation as  to  the  nature  of  his  errand.  On  the  next  morning,  Sunday,  Mr. 
Smith  called  again  at  the  house,  and  handed  Rheem  a sealed  envelope  con- 
taining the  notice  of  protest,  telling  him  that  it  was  the  “ protest  of  the 
Leeds  draft.”  Mr.  Rheem  did  not  open  the  envelope,  but  threw  it  in  his 
desk,  *and  did  not  see  it  again  for  several  weeks. 

The  jury  found  a verdict  for  the  plaintiff,  subject  to  the  opinion  of  the  court 
•on  the  question  reserved  at  the  trial : u As  plaintiff  had  by  law  Monday,  the  2d 
January,  1871,  to  give  this  notice  of  protest  to  defendant,  was  .the  delivery 
of  the  envelope  in  the  manner  set  forth,  on  Sunday , sufficient  to  charge  the 
endorser?”  Subsequently  the  court  entered  judgment  for  the  plaintiff  on  the 
verdict,  being  of  opinion  that  defendant  having  the  notice  in  his  possession 
with  knowledge  of  its  contents,  on  Monday,  was  equivalent  to  a proper  ser- 
vice on  him  on  that  day. 

Defendant  brought  this  writ  of  error. 

The  opinion  of  the  court  was  delivered  by 

Sharswood,  J. — It  is  very  important  that  the  Acts  of  Assembly  providing 
for  the  observance  of  the  Lord’s  day,  commonly  called-  Sunday,  should  be  en- 
forced according  to  their  true  spirit  and  meaning.  We  are  not  called  upon  to 
•discuss  the  policy  of  these  statutes,  but  the  Legislature  in  the  unquestionable 
exercise  of  their  constitutional  power  have  enacted  that  one  day  in  seven,  the 
first  day  of  the  week,  shall  be  a day  of  rest  when  all  worldly  employment  and 
business  shall  be  intermitted.  By  the  Act  of  1705,  $ 4,  1 Smith  L . 25,  no 
person  or  persons  upon  the  first  day  of  the  week  shall  serve  or  execute  or 
cause  to  be  served  or  executed  any  writ,  precept,  warrant,  order,  judgment 
or  decree,  except  in  case  of  treason,  felony  or  breach  of  the  peace,  but 
the  serving  of  any  such  writ,  precept,  warrant,  order,  judgment  or  de- 
cree shall  be  voicl  to  all  intents  and  purposes  whatever.  And  the  Act 
of  April  22d,  1794,  $ 1,  3 Smith  177,  imposes  a penalty  upon  any  person  who 
shall  do  or  perform  any  worldly  employment  or  business  whatever  on  the 
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Lord’s  day,  commonly  called  Sunday  (works  of  necessity  and  charity  ex- 
cepted). It  was  said  in  Stern's  Appeal , 14  P.  F.  Smith  450,  that  judicial 
business  in  civil  cases  done  on  Sunday  is  violative  of  the  rule  of  our  common 
law  and  our  statutes,  which  in  fact  are  declarative  of  the  common  law.  The 
notice  from  the  attorney  of  the  party  to  the  sheriff  in  that  case  was  not  an 
order  within  the  letter  of  the  act  of  1705,  though  it  is  so  termed  in  the  case. 
It  was  a mere  notice  to  him  to  proceed  according  to  his  duty  under  the  writ 
of  execution  already  in  his  hands.  It  cannot,  I think,  be  doubted  that  any 
other  notice  by  party  or  counsel  in  the  course  of  legal  proceedings  would  be 
equally  ineffectual,  nor  would  it  be  necessary  that  a suit  should  be  actually 
pending.  Notices  are  often  required  to  fix  the  liability  of  a party.  Thus, 
notice  to  a magistrate  before  commencing  a suit  against  him  for  any  act  done 
by  him  in  virtue  of  his  office,  surely  could  not  be  served  upon  him  on  Sun- 
day ; nor  would  it  matter  that  it  would  have  been  in  time  if  served  on  the 
following  day.  To  fix  an  endorser  with  legal  liability,  a notice  of  non-pay- 
ment is  required;  it  is  a step  in  the  legal  proceedings  though  before  the 
commencement  of  the  suit.  The  party  was  not  bound  to  receive  or  notice 
such  a communication,  it  is  against  the  spirit  of  the  act  of  1705  to  permit  it  to 
have  any  effect ; besides,  it  was  a part  of  the  worldly  employment  or  business 
of  the  teller  of  the  bank  directly  violative  of  the  act  of  1794,  an  unlawful 
act  on  his  part,  and  fell  within  the  prohibition  of  that  statute. 

It  is  true  that  the  English  authorities  hold  that  a notice  of  protest  served 
on  Sunday  is  to  be  considered  as  received  on  Monday:  Byles  on  Bills  224. 
But  our  Act  of  Assembly  is  more  comprehensive  in  its  'terms  than  the  Eng- 
lish statute  of  29  Charles  2,  c.  7,  which  forbids  only  labor  in  one’s  “ ordinary 
calling  on  Sunday,”  whereas  the  statute  of  1794  is  aimed  against  44  any 
worldly  employment  or  business  whatever : ” Johnston  v.  The  Commonwealth , 
10  Hi arris  108 ; Omit  v.  The  Commonwealth , 9 Id.  432 ; Kepner  v.  Keefer , 6 
Watts  233.,  If  the  plaintiff  ia  error  was  not  bound  to  receive  the  notice  on 
Sunday,  neither  was  he  bouncrto  open  and  read  it  on  Monday.  He  said 

nothing  to  lull  the  officer  of  the  bank  into  security.  The  mere  taking  of 

the  notice  from  his  hands  in  silence,  though  informed  of  what  it  was,  cannot 
be  construed  into  an  agreement  to  accept  it  and  a waiver  of  the  irregularity; 
we  must  be  careful  not  to  open  the  door  to  exceptions  which  will  fritter  away 

the  plain  provisions  of  the  law.  Especially  is  it  m the  construction  of  written 

statutes  that  hard  oases  have  made  bad  precedents.  Thus  we  have  seen  the 
Statutes  of  Uses,  of  Frauds  and  Perjuries  and  of  Limitations,  almost  judi- 
cially repealed  by  exceptions  gradually  introduced  by  constructions.  In  such 
cases  it  is  a safe  rule  obsta  principis. 

Judgment  reversed,  and  venire  facias  de  novo  awarded. 


Deciphering  Burned  Documents. — Bankers  whose  vaults  have  been  sub- 
jected to  the  ordeal  of  fire,  will  appreciate  the  efforts  of  M.  Rathelot,  an 
officer  of  the  Paris  law  courts,  who  has  succeeded  in  an  ingenious  manner  in 
transcribing  a number  of  the  registers  which  were  burned  during  the  Com- 
mune. These  registers  had  remained  so  long  in  the  fire  that  each  of  them 
seemed  to  have  become  a homogeneous  block,  more  like  a slab  of  charcoal 
than  anything  else,  and  when  an  attempt  was  made  to  detach  a leaf  it  fell 
away  into  powder.  Many  scientific  men  had  examined  these  unpromising 
black  blocks,  when  M.  Rathelot  hit  upon  the  following  method  of  operation  : 
In  the  first  place  he  cut  off  the  back  of  the  book  so  as  to  leave  nothing  but 
the  mass  of  leaves  which  the  fire  had  caused  to  adhere  to  each  other ; he 
then  steeped  the  book  in  water,  and  afterwards  exposed  it,  all  wet  as  it 
was,  to  heat;  the  water,  as  it  evaporated,  raised  the  leaves  one  by  one,  and 
they  could  be  separated,  but  with  extraordinary  precautions.  Each  sheet  was 
then  deciphered  and  transcribed,  and  the  copy  certified  by  a legal  officer.  In 
this  way  the  records  of  nearly  70,000  official  acts  have  been  saved.  The  ap- 
pearance of  the  pages  was  very  curious;  the  writing  appeared  of  a dull  black, 
while  the  paper  was  of  a lustrous  black,  something  like  velvet  decorations  on 
a black  s&tm  ground,  so  that  the  entries  were  not  difficult  to  read. 
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FLUCTUATIONS  OF  THE  N.  Y.  STOCK  EXCHANGE, 

FOR  THREE  MONTHS. 

Quarterly  Report,  Compiled  by  Thomas  Denny  & Co., 

Stock  and  Bond  Brokers,  39  Wall  Street. 


( Continued  from  page  967,  June  No,) 


StockS. 

U . S.  Six  per  cts.  of  1 88 1 , Coupon  Bds. 
44  Five-Twenty  of  1862,  44 

“ “ 1864,  44 

“ 44  1865,  44 

44  44  1865,  New,44 

“ “ 1867, 

1868, 

44  Ten-Forty  Coupon  Bonds. 

Five  per  cent,  of  1881,  Coupon 

44  Six  per  cent.  Currency 

Canton  Company  of  Maryland 

Delaware  ana  Hudson  Canal  Co.... 
Consolidated  Coal  Co.  of  Maryland. 

Quicksilver  Mining  Co 

44  44  Preferred  .. 

Mariposa  Land  & Mining  Company. 
Union  Mining  Co.  of  Tennessee  ... 

Western  Union  Telegraph  Co 

Pacific  Mail  Steamship  Company... 

Adams  Express  Company 

Wells,  Fargo  & Co.  Express  Co 

American  Express  Company 

United  States  Express  Company. .. 
N.  Y,  Central  & Hudson  River  K.R. 

Erie  Railroad 

44  Preferred 

Harlem  Railroad 

44  Preferred 

N.  Y.,  New  Haven  & Hartford  R.R. 
Michigan  Central  Railroad  Co..  ... 
Lake.  Shore  & Mich.  Southern  R.  R. 

Panama  Railroad  Company 

Union  Pacific  Railroad  Company... 

Illinois  Central  Railroad  Co 

Cleveland  & Pittsburgh  R.  R.  Co... 

44  Col.,  Cinn.  & Ind.  R.  R. . 
Chicago,  Rock  Island  & Pacific  R.  R. 
Pitt.sb’gh,  Ft.  Wayne  & Chicago  R.R. 
44  44  44  Special 


I May,  1874. 

June,  1874. 

! 

I 

Lowest. Highest. 

120# 

122 

12134 

122 

"5 

”534 

”334 

”534 

u§34 

11734 

11634 

”73* 

\\n 

”9 

ifoX 

11934 

12034 

”934 

12034 

”934 

12134 

”934 

12034 

”934 

12134 

”434 

”534 

”334 

”434 

”5 

”534 

”3 

”534 

”634 

”734 

”434 

”534 

£ 

69 

”7 

.8* 

55 

”9 

39 

43  , 

40 

43 

23 

2634 

25 

25 

30 

3534 

29 

29 

3 

5 

3 

434 

69 

7534 

69 

76 

4534 

3934 

ai 

98 

10934 

10434 

75 

77  , 

7634 

8034 

61 

6334 

60 

6434 

66^ 

68 

67 

71 

95# 

9834 

9634 

101 

34 

57 

ft* 

2634 

55 

3434 

55 

126 

129 

12534 

12934 

13134 

*33  , 

”734 

*33  , 

75  , 

7734 

7 2 

7734 

7334 

7734 

6734 

7734 

><>334 

«o834 

10634 

i”34 

2534 

3434 

23 

2934 

8734 

10134 

89 

8 

64  , 

67 

65 

78 

9434 

9934 

9234 

10234 

9334 

94X 

9334 

9534 

July,  1874. 

Lowest.  Highest • 
Il6  Il8& 

”234  *13 34 
”534  ”634 
”634  11734 
”534  117 
”534  *17 34 

1 16  1 18^ 

11234  1 14 

112V  11334 

”534  >17# 

114  ”934 

41#  44 

23  24 


70 

42 

106# 

73 

60 

67  , 

9734 

3°  , 
4734 
1*334 

128 

6934 

7034 

I06 

25 

,8 

9534 

92 


7534 

•h 

!?S 

71 

100H 

3334 

4734 

126 

12934 

£x 

112 

2834 

834 

io?34 

94 
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Stocks. 

Chicago,  Burlington  & Quincy  R.  R. 

“ & Alton  Railroad  Co 

« u a Pref. 

“ & Northwestern  R.  R.  Co! 

44  »«  - “ Pref. 

44  Milwaukee  & St  Paul  R.  R. 
“ 44  44  Pref. 

Toledo,  Wabash  & Western  R.  R.Co. 

44  44  44  Pref. 

St  Louis  & Iron  Mountain  R.  R.  Co. 

Pacific  R.  R.  Co.  of  Missouri 

St  Louis,  Kansas  City  & N.  R.R.Pref. 
Atlantic  & Pacific  R.  R.,  Preferred  . 
Del,  Lackawanna  & West  R.  R.  Co. 

Alton  & Terre  Haute  R.  R 

44  44  44  Preferred 

Morris  & Essex  Railroad  Co 

New  Jersey  Central  Railroad  Co. . . 
Rome,Watertown  & Ogdensb’g  R.R. 
Rensselaer  & Saratoga  R.  R.  Co. . . 

Ohio  & Mississippi  R R.  Co 

Dubuque  & Sioux  City  Railroad  Co. 

Central  Pacific  R.  R.  Co. 

Hannibal  & St  Joseph  R.  R 

44  44  44  Pref. 

Boston,  Hartford  & Erie  R.  R. ...» 
CoL,  Chicago  & Ind.  Central  R.  R. . 


May,  1874. 


Lowest . Highest. 

102 

103 

ior 

103 

106 

107 

39# 

47  , 

57 

66# 

3># 

37# 

48  , 

56# 

34# 

4 iH 

22 

38 

35 

4i 

20 

27 

& 

16 

109# 

94# 

97 

105 

107 

80 

80 

no 

IIO 

22# 

26# 

60 

60 

25 

31 

3°# 

33# 

1 H 

18# 

22 

June,  1874. 

Lowest.Highsst. 

100# 

108 

100 

105 

106 

107# 

35  , 

53# 

S3 

3«# 

4i# 

Si# 

60# 

29 

39# 

*4 

28# 

40 

42 

X 

ie# 

no# 

10 

IO 

28 

3°  , 

,3 

.33 

80 

80 

i°6# 

no# 

21  # 

26# 

*3# 

28# 

29# 

32# 

# 

1# 

14# 

20# 

July,  1874. 
Lowest.  Highest, 


102# 

107# 

102# 

104 

34# 

43# 

5*  , 

60# 

32# 

39# 

5*# 

58 

33# 

38# 

25 

28 

39 

41# 

13# 

Yen 

105 

108 

25 

25 

93# 

i°5 

X 

80 

80 

23# 

26# 

25# 

27# 

3i 

32# 

1 

I# 

IS# 

19# 

London  Banking  Deposits. — The  accounts  of  the  principal  London  banks 
which  have  so  far  been  issued  for  the  half-year  ending  30th  June,  contain 
some  evidence  as  to  the  extraordinary  ease  of  money  at  the  present  time. 
There  has  been  a great  increase  of  deposits,  as  compared  with  the  same  date 
of  last  jear,  as  the  following  table  shows : 

Deposits  of  the  Undermentioned  Banks  at  30TH  June,  1873  and  1874, 

Compared. 


7**e,  1874.  ?***>  1873.  Increase. 

London  and  Westminster £31,244,000  £28,383,000  £2,861,000 

Union. 13,018,000  ..  13,371,000  ..  547.000 

London  Joint-Stock* 21,871,000  ..  17,404,000  ..  4,467,000 

Total £67,033,000  ..  £59.  *58,000  ..  £7,875.000 


The  exceptionally  large  increase  of  the  deposits  of  the  London  Joint-Stock 
Bank,  which  keeps  the  account  of  the  German  Government,  may  perhaps 
have  some  connection  with  that  account,  but  the  increase  with  the  otner  banks, 
it  will  be  observed,  is  also  very  large.  The  Chairman  of  the  London  and 
Westminster  Bank  stated  that  of  the  increase  with  them  about  £ 2,000,000 
was  in  current  accounts,  an  indication  that  the  deposits  are  not  increased  by 
the  interest  bid  for  them,  but  that  it  is  money  for  which  employment  cannot 
easily  be  found  which  has  accumulated.  The  account  of  the  National  Dis- 
count Company,  it  may  also  be  mentioned,  shows  an  increase  of  £ 1,000,000, 
hut  we  omit  Discount  Companies  from  the  comparison,  as  the  increase  in  their 
deposits  may  partly  be  the  increase  in  that  of  the  banks  in  another  form;  in 
any  case  it  is  not  required  to  refer  to  the  Discount  Companies  to  show  the 
magnitude  of  the  accumulation  which  has  occurred. — London  Economist . 

* Including  acceptances. 
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PUBLIC  DEBT  OF  THE  UNITED  STATES. 


Recapitulation  of  the  Official  Statement , July  i,  1874. 


Debt  Bearing  Interest  in  Coin. 

Bonds  at  six  per  cent %...  $1,213,228,050  00 

Bonds  at  five  per  cent 511,025,200  00 


$ 1,724,253,250  00 


Debt  Bearing  Interest  in  Lawful  Money. 

Certificates  indebtedness  at  4 per  cent 678,000  00 

Navy  pension  fund  at  3 per  cent 14,000,000  00 


Debt  on  which  interest  has  ceased  since  maturity 

Debt  Bearing  no  Interest. 

Old  demand  and  legal-tender  notes $382,076,707  50 

Certificates  of  deposit 55,955,000  00 

Fractional  currency 45,719,792  72 

Coin  certificates 33,469,000  00 


14,678,000  00 
2,740,830  26 


517,220,500  22 


Total  debt $2,258,892,580  48 

Interest 26,894,238  41 


Total  debt,  principal  and  interest $ 2,285,786,818  89 

Cash  in  the  Treasury. 

Coin $71,113,21099 

Currency 16,913,232  87 

Special  deposit  held  for  redemption  of  cer- 
tificates of  deposit  as  provided  by  law...  55»955>o°°  00 


I43»98i>443  86 


Debt,  less  cash  in  the  Treasury,  Aug.  1,  1874 $2,141,805,375  03 

Debt,  less  cash  in  the  Treasury,  July  I,  1874 2,143,088,241  16 


Decrease  of  debt  during  the  past  month. 
Decrease  of  debt  since  June  30,  1874 


1,282,866  13 
1,282,866  13 


Bonds  Issued  to  the  Pacific  Railway  Companies,  Interest  Payable 
in  Lawful  Money. 


Principal  outstanding - $ 64,623,512  Co 

Interest  accrued  and  not  yet  paid 323, 1 1 7 56 

Interest  paid  by  the  United  States $24,325,396  98 

Interest  repaid  by  transportation  of  mails,  &c.  5,331,209  17 


Balance  of  interest  paid  by  the  United  States 18,994,107  81 

[For  comparison  with  previous  periods  see  Banker’s  Magaiinb  for  August,  page  136.] 


“Silence  is  Golden.” — “During  my  long  commercial  experience  I have 
noticed  that  no  advantages  result  from  telling  one’s  business  to  others,  except 
to  create  jealousv  or  cqmpetition  when  we  are  fortunate,  and  to  gratify  our 
enemies  when  otherwise.”— Stephen  Girard. 
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NATIONAL  BANKS  OF  THE  UNITED  STATES. 


June,  1874. 

Abstract  of  reports  made  to  the  Comptroller  of  the  Currency, 
showing  the  condition  of  the  National  banks  of  the  United 
States,  at  the  close  of  business,  on  Friday,  the  26th  day  of  June, 
1874,  compared  with  the  returns  of  June  13,  1873: 


Resources. 

Loans  and  discounts 

Overdrafts 

U.  S.  bonds  to  secure  circulation 

U.  S.  bonds  to  secure  deposits 

U.  S.  bond$  on  hand 

Other  stocks,  bonds,  and  mortgages 

Due  from  redeeming  and  reserve  agents  .... 

Due  from  other  National  banks 

Due  from  State  banks  and  bankers 

Real  estate,  furniture  and  fixtures 

Current  expenses 

Premiums  paid 

Checks  and  other  cash  items 

Exchanges  for  clearing  house 

Bills  of  other  National  banks 

Bills  of  State  banks 

Fractional  currency '. 



U.  S.  certificates  of  deposit  for  legal  tenders  . 

Tluee -per-cent,  certificates 

With  U.  S.  T reasurer  to  redeem  circulation  . 


June  26,  1874. 
1,983  bank a. 

$922,000,135 

4.194,937 

390,251,700 

14,890,200 

10,456,900 


27,010,727 

97.871.5*7 

45.770.7*6 
*2,469,592 
37,270,877 
7.55°.  *25 
8,563,262 
10,496,257 
63,896,271 
23493,242 

34.749 

2,283,899 

22,326,207 

103,108,350 

47,780,000 


91.250 


Aggregate  Resources 

Liabilities. 

Capital  stock 

Surplus  fund  - 

Undivided  profits 

National  bank  notes  outstanding  .. . 

State  bank  notes  outstanding 

Dividends  unpaid : 

Individual  deposits 

U.  S.  depo-lis 

Deposits  of  \J.  S.  disbursing  officers 

Due  to  National  banks 

Due  to  State  banks  and  bankers 

Notes  and  bills  re-discounted 

Bills  payable 


1,851,840,913 


June  26.  1874. 
1,983  banks. 

$491,003,711 

126,239,308 

58,331,966 

338.538,743 


1,011,351 

1,240,145 

622,863,154 

7,3*3.83* 

3.238.639 

*43>°33>822 

50,227426 

4436,256 

4,352,501 


Aggregate  Liabilities. 


1,851,840,913 


June  x 

1.968 


tss- 


$925,557,682 


388,080,300 
*5.935.ooo 
9.789.400 
22,912,415 
97.*43.326 
43.32^.792 
*4.073,287 
34,820,562 
7,  *54,21 1 
7,890,962 
*3.036482 
91,9*8,526 
20,394,772 


2,*97,5S9 

27.950,086 

*06,381491 

22,365,000 

305,000 


*>85*,234,86o 

'?73. 

1,968  banks. 

$ 490,109,801 
**6,847454 

55,306,154 
338,788,504 
1,224470 
1400,491 
641,121,775 
8,691,001 
6,416,275 
137,856,08c 
40,741,7  88 
5>5I5»9°o 
. 7,2iS,i57 

1 >85 1*234,860 


(For  previous  reports  see  Banker’s  Magazine  for  July,  page  70). 
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[September! 


BANKING  AND  FINANCIAL  ITEMS. 


Redemption  under  the  New  Law. — The  total  amount  of  National  bank 
notes  received  for  redemption  August  24th  is  about  $18,000,000.  The  Treas- 
urer, in  reply  to  a correspondent,  referring  to  the  redemption  of  National 
bank  notes,  says  he  agrees  with  him  as  to  the  injustice  of  holding  innocent 
parties  liable  for  National  bank  notes  which  have  been  stolen  while  in  the 
custody  of  the  Government,  the  signatures  forged,  and  the  notes  put  in  circu- 
lation, and  that  he  intends,  in  his  next  annual  report,  to  recommend  that  the 
Government  shall  redeem  notes  which  have  been  stolen  from  its  custody,  and 
that  the  banks  of  issue  shall  be  compelled  to  redeem  those  stolen  from  them. 
In  the  absence,  however,  of  such  an  enactment,  his  only  course  is  to  reject  all 
such  notes.  The  agency  will  redeem  fragments  of  bank  notes  equaling  or  ex- 
ceeding three-fifths  of  their  original  proportions  at  their  full  face  value,  pro- 
vided the  name  of  the  bank  and  the  signature  of  one  of  its  officers  are  clearly 
distinguishable.  It  will  also  redeem  for  the  full  face  value,  fragments  less  than 
three-fifths,  which  the  Comptroller  of  the  Currency  has  certified  he  will  accept 
as  full  notes.  Fragments  which  the  Comptroller  has  certified  that  he  will  accept 
at  less  than  face  value  will  not  be  redeemed  by  the  agency,  unless  two  or  more 
fragments  of  notes  of  the  same  denomination  are  presented,  the  aggregate  re- 
deemable value  of  which  is  equal  to  a full  note.  That  is  to  say,  two  frag- 
ments of  ten  dollar-notes,  each  of  which  the  Comptroller  is  willing  to  accept  as 
five  dollars,  will  be  redeemed  as  a ten-dollar  note.  This  course  has  been  de- 
cided upon  in  order  to  prevent  complication  to  the  Treasurer's  account  by  the 
redemption  of  notes  for  a fractional  part  of  their  face  value. 

A knotty  question  on  this  point  has  been  suggested.  In  the  circular  of  July 
nth,  it  was  announced  that  fragments  of  National  bank  notes  equal  to  three- 
fifths  would  be  redeemed  at  their  full  value  by  the  Treasury,  while  fragments 
less  than  three-fifths  must  be  presented  to  the  issuing  bank.  Under  this 
ruling  a bank  may  find  itself  called  upon  to  pay  for  seven-fifths  of  some  note 
originally  supposed  to  comprise  only  five! 

A rather  small  feature  of  the  redemption  business  is  that  which  denies  tc 
parties  remitting  currency  the  privilege  of  having  the  proceeds  remitted  tc 
their  correspondents  in  New  York.  There  is  so  little  inducement  for  any  tc 
forward  this  currency  that  the  loss  of  a few  days’  interest  is  likely  to  leave 
no  advantage  whatever.  The  contract  w’ith  the  express  company  expressly  pro- 
hibits this  option,  and  requires  that  legal  tenders  be  returned  by  express  in 
all  cases. 

The  future  population  of  the  United  States  is  the  subject  of  another 
interesting  paper  read  by  Professor  Elliott,  of  Washington,  before  the  Ameri- 
can Science  Association,  at  Hartford.  By  an  elaborate  system  of  calculation, 
based  upon  the  censuses  that  have  been  already  taken,  he  finds  that,  on  June 
1st,  1874,  the  population  of  the  United  States  was  43,167,000,  an  increase  ol 
over  four  and  one-half  millions  since  the  last  census  was  taken.  The  estimate 
for  1875  is  44,384,000;  for  1876,  the  Centennial  year,  45,627,000,  and  for  1880, 
when  the  next  decennial  census  will  be  taken,  50,858,000.  These  calculations 
show  quite  plainly  the  waste  of  population  caused  by  the  late  war.  Had 
there  been  no  war,  and  had  we,  therefore,  gone  on  growing  at  the  rate  pre- 
viously shown,  the  census  of  1870  wrould  have  given  a population  of 
41,718,000,  or  over  three  millions  more  than  the  total  actually  given— 
38,558,371.  The  larger  figure  was  not  reached  until  1873,  showing  that  the 
war  caused  a loss  equivalent  to  three  years’  growth. 

A Treasury  Circular  forbids  supervisors  or  collectors  of  internal  revenue 
employing  as  clerks  their  wives  or  minor  dependent  children,  and  thereby  in- 
creasing their  own  compensation  beyond  their  legal  salaries.  A very  sound 
civil-service  rule.  Salaries  have  been  in  many  instances  essentially  doubled 
by  this  little  but.  very  common  trick. 
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The  Delinquent  Pacific  Railway  Companies. — The  act  of  Congress  of 
i,  1862,  providing  for  the  construction  of  a railroad  from  the  Missouri 
to  the  Pacific,  required  that  5 per  cent,  of  the  net  earnings  of  the  road 
should  go  to  the  United  States  Government.  A later  act,  of  a similar  nature, 
contains  the  same  provisions  in  the  cases  of  other  railroads.  It  seems  that 
none  "of  the  roads  nave  paid  this  tax,  and  during  the  last  session  of  Congress 
a law  was  passed  providing  for  the  enforcement  and  the  collection  of  the 
moneys  due  the  United  States  from  those  roads.  The  act  directs  the  Secre- 
tary of  the  Treasury  to  demand  the  payment  of  all  sums  thus  due  or  which 
become  due ; the  official  notice  to  be  sent  to  the  Treasurer  of  each  company. 
If  he  fails  to  make  payment  within  60  days  from  the  time  the  demand  is 
made,  the  Secretary  is  required  to  certify  the  facts  to  the  Attorney-General, 
who  is  directed  to  begin  suit  at  once  for  the  recovery  of  the  delinquent  dues. 
In  accordance  with  this  act,  which  was  approved  June  22,  1874,  Secretary 
Bristow  has  directed  the  Solicitor  to  prepare  a demand  on  the  delinquent 
roads,  which  will  be  at  once  served  and  followed  up  with  judicial  proceedings. 

— Washington  Star . 

The  Security  Bank. — The  Committee  of  the  Directors  to  whom  was  as- 
signed the  duty  of  winding  up  the  affairs  of  this  bank,  report  that  after  pay- 
ing the  depositors  in  full,  there  is  a cash  balance  left  of  $ 100,000.  It  was 
in  contemplation  to  pay  this  amount  to  the  stockholders,  but  this  distribution 
is  necessarily  reduced  in  consequence  of  a suit  for  $30,000,  brought  by  the  as- 
signees in  bankruptcy  of  a former  director  for  certain  securities  alleged ' to  have 
been  left  with  the  bank.  Among  the  other  assets  is  a claim  against  the 
National  Bank  of  the  Commonwealth  for  $50,000,  which,  being  resisted  by  the 
receiver  of  that  institution,  its  value  is  uncertain.  A large  amount  of  past-due 
paper  is  believed  to  be  worthless.  The  Committee  express  the  hope  of  being 
able  to  make  a larger  dividend  than  the  present  outlook  would  appear  to  war- 
rant, but  can  give  no  intimation  of  time  or  amount.  The  cashier  issues  a 
notice  to  the  stockholders,  accompanying  the  report,  that  on  and  after  Sept.  I 
a distribution  amounting  to  15  per  cent,  upon  the  capital  stock  will  be  made 
to  holders  of  certificates.  . . 

The  National  Bank  of  the  Commonwealth. — A correspondent  informs 
as  that  Mr.  George  Ellis,  the  late  President  of  this  bank,  has  a good  de- 
fense in  law  against  the  charge  to  which  we  referred  last  month.  Similar  as- 
surances have  reached  us  from  other  sources  entitled  to  credit.  No  fraud  of 
any  kind,  to  the  detriment  of  the  bank,  has  ever  been  charged  against  Mr. 
Ellis,  whose  personal  character  as  a bank  officer  is  known  to  have  always 
stood  extwemely  well  among  the  mercantile  and  banking  community.  The 
charge  wa^,  that  in  December,  1872,  in  his  capacity  of  President,  he  used  the 
bank’s  money,  contranr  to  law,  for  the  purchase  of  shares  of  its  stock  to  the 
amount  of  $50,000.  To  this  charge  his  friends  claim  that  he  has  a good  de- 
fense. They  also  argue  that  vexatious  suits,  if  brought  against  faithful  bank 
officers  on  insufficient  grounds,  can  scarcely  fail  to  increase  the  unpopularity 
of  the  National  banking  system,  against  which  a strong  public  agitation  is  being 
gotten  up  on  this  very  ground  of  vexatious  interference  on  the  part  of  Gov- 
ernment officials. 

The  Eighth  National  Bank— Resisting  Stockholders.— At  a meeting 
of  stockholders  of  the  broken  Eighth  National  Bank,  on  July  27th,  it  was  re- 
solved to  contest  a suit  brought  against  them  by  Albon  Man,  the  receiver. 
This  suit  was  brought  to  recover  54  per  cent,  on  the  stock  held  by  them,  in 
order  to  pay  the  40  per  cent,  still  due  depositors.  The  meeting  resolved  to 
begin  a civil  suit  against  the  officers  and  directors  to  recover  the  full  amount 
of  the  stock  invested  by  those  represented  at  the  meeting,  on  the  ground  of 
mismanagement  and  misappropriation  of  funds  by  the  managers  of  the  bank. 
The  amount  of  stock  thms  represented  is  said  to  be  about  $ 100,000. 

Dean’s  Interest  and  Equation  Tables. — A cashier  at  Ashtabula,  Ohio, 
in  remitting  for  a copy  of  this  work,  writes,  on  August  18th,  to  this  office : 
“I  am  highly  pleasea  with  the  book.  It  is  the  most  complete  set  of  interest 
and  equation  tables  I have  met  with.” 
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Police  Protection  for  the  Banks. — A number  of  the  leading  bankers 
and  officers  of  the  New  York  Stock  Exchange,  headed  by  Mr.  John  B.  Norris, 
and  John  S.  Denny,  Jr.,  recently  visited  the  headquarters  of  the  Police  De- 

• partment  and  requested  increased  and  immediate  protection  for  the  banks. 

The  Commissioners  accordingly  instructed  Superintendent  Walling  to  detail  a 
permanent  corps  for  the  purpose  of  patrolling  in  citizen’s  dress  the  entire  bank 
district,  with  orders  to  arrest  at  sight  any  suspicious  visitor.  The  Superintend- 
ent promptly  organized  the  corps,  and  it  is  now  on  active  duty. 

Settlements  in  Confederate  Money. — The  Supreme  Court  of  Alabama 
has  just  decided  ( Riddle  v.  Hill)  that  in  construing  a promissory  note  given 
! in  this  State,  in  1863,  for  the  purchase-money  of  personal  property,  and  pay- 

able in  “dollars,”  the  courts  will  take  judicial  notice  of  the  public  historical 
facts  connected  with  the  condition  and  currency  of  the  country  at  that  time; 

» and  will  receive  evidence  of  a contemporaneous  parol  agreement  between  the 

t parties,  that  Confederate  currency  would  be  received  in  satisfaction  of  the 

debt,  as  a fact  aiding  the  court,  in  connection  with  the  particular  circum- 
stances surrounding  the  parties,  to  ascertain  their  intention  and  the  sense  in 
' which  they  used  the  word  dollars.  This  decision  denies  that  payment  should 

be  made  in  gold  or  silver,  lawful  currency  of  the  United  States,  when  the 
laws  of  the  United  States  Government  were  not  in  force  in  Alabama,  but 
while  the  State  was  controlled  by  Confederate  laws  restricting  the  circulation 
of  the  currency  then  used  by  the  United  States  Government. 

I Judge  Peters  dissented  from  the  arguments  of  his  associates,  saying:  “I 

I am  unwilling  to  pledge  myself  to  the  principle,  that  an  administrator  has 

fiower  to  dispose  of  the  property  of  thfi  deceased,  except  by  sale  for  some 
egal-tender  currency,  or  for  specie.  I do  not  recognize  tne  principle  settled 
in  Thorington  v . Smith  as  authorizing  such  a sale  as  the  one  set  up  here.*' 

— Mobile  Register , July  12. 

Alabama. — The  People’s  Savings  and  Loan  Association  has  been  organised 
at  Eufaula,  with  a cash  capital  of  $80,000,  to  be  increased  by  1st  October,  to 
$100,000.  This  is  the  only  chartered  banking  corooration  in  South-Eastern 
Alabama,  and  will  do  a general  banking  and  exchange  business  under  the 
management  of  H.  C.  Hart,  President,  and  A.  A.  Walker,  Treasurer.  Their 
card  will  be  found  in  the  usual  place  in  this  Magazine.  The  Hanover  National. 
Bank  is  their  principal  New  York  correspondent.. 

California. — The  Pacific  Bank  of  San  Francisco  reports  an  accumula- 
tion of  $206,110.53  to  the  credit  of  its  surplus  fund,  which,  with  its  capital 
($800,000),  is  paid  up  in  United  States  gold  coin.  The  art  of  taking  care  pf 
money,  as  well  as  the  less  difficult  one  of  making  it,  tfeems  to  be  understood 
among  the  bankers  of  the  Pacific  slope. 

San  Jose. — The  banking  business  of  McLaughlin  & Ryland,  of  this  place, 
has  been  incorporated  under  the  name  of.  The  Commercial  and  Savings 
Bank  of  San  Jose,  with  a capital  of  $ 1,000,000,  gold  coin.  Its  officers  are 
as  follows:  B.  D.‘  Murphy,  President;  C.  T.  Ryland,  Vice-President;  Edward 
McLaughlin,  Manager;  Herman  Hoffman,  Cashier.  New  York  correspond- 
ents, Messrs.  Eugene  Kelly  & Co. 

• Connecticut. — The  Directors  of  the  Hartford  National  Bank  have  elected 

Mr.  James  Bolter,  late  Cashier,  to  be  President,  in  place  of  Mr.  Henry  A. 
Perkins,  deceased.  Mr.  W.  S.  Bridgman,  heretofore  Assistant  Cashier,  has 
been  made  Cashier. 

Attempted  Robbery . — A bold  attempt  was  made  on  the  night  of  August  18th 
to  rob  the  National  Bank  at  Ansonia.  Five  masked  burglars  surprised  and 
overpowered  the  watchman,  while  he  was  eating  h^s  lunch  in  a factory  ad- 
joining the  bank,  and  after  chaining  him  took  the  keys  of  the  bank  from  his 
pocket  and  entered  at  a rear  door.  A small  orifice  in  the  stone  vault  was 
made  by  nitro-glyceiine,  but  the  safe  could  not  be  reached,  and  the  burglars 
left  at  4 o’clock,  on  a hand  car.  There  were  only  about  $8,000  in  the  safe  at 
the  time.  Some  burglars’  tools  and  a bottle  of  mtro-glycerine  were  afterwards 
found  near  the  bank. 
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Kentucky. — The  Merchants1  Bank  of  Kentucky,  organized  under  State 
charter  in  September,  i860,  and  continuing  business  as  a State  bank  to 
August  5th,  1074,  has  been  converted  into  a National  association  under  the 
National  bank  act,  and  will  hereafter  be  known  as  the  Merchants* 
National  Bank.  Its  capital  remains  as  before — $500,000,  and  the  directors 
and  officers  continue  unchanged,  viz.:  H.  C,  Caruth,  President;  John  H. 
Thomas,  Vice-President ; J.  H.  Lindenberger,  Cashier,  and  William  R. 
JohnSbn,  Assistant  Cashier. 

Maryland. — Mr.  Charles  Goodwin,  Cashier  of  the  Franklin  National 
Bank  of  Baltimore,  died  at  Rawlev  Springs,  Va..  on  the  night  of  August  7th, 
of  heart  disease.  He  retired  well  at  II  o'clock,  and  was  found  dead  next 
morning.  Some  time  since  Mr.  Goodwin  was  stricken  with  paralysis,  and  about 
one  month  before  his  death  went  to  Rawley  Springs,  hoping  there  to  be  re- 
stored to  health.  Mr.  Goodwin  was  in  the  77th  year  of  his  age,  and  was  born 
in  Fredericksburg,  Va.  For  about  24  years  he  was  connected  with  the  Mer- 
chants* Bank,  ana  in  1861  was  appointed  Cashier  of  the  Franklin  Bank,  which 
position  he  held  at  the  time  of  his  death. 

The  Freedman’s  Savings  Bank. — A largely  attended  meeting  of  the  col- 
ored men  and  women,  depositors  in  the  Freedman’s  Savings  Bank  in  Balti- 
more, was  held  on  August  10th,  at  which  much  indignation  was  expressed  and 
the  bank  bitterly  denounced.  A series  of  resolutions  was  adopted  indignantly 
censuring  the  management  of  the  bank,  calling  for  a statement  of  its  affairs, 
and  recommending  that  depositors  in  the  branches  of  the  bank  in  the  several 
States  take  some  action  with  regard  to  settling  up  its  affairs.  A committee 
was  appointed  to  visit  Washington  and  ascertain  from  the  three  Commission- 
ers appointed  to  wind  up  the  bank,  at  what  time  they  will  probably  report. 

Massachusetts. — Another  Defalcation. — The  visit  of  Mr.  Needham, 
National  Bank  Examiner,  to  the  Milford  National  Bank,  resulted  in  his 
preferring  charges  against  the  cashier,  A. -G.  Underwood,  for  dishonesty.  The 
cashier  was  at  once  dismissed  by  the  directors.  Mr.  Underwood  always  ,«tood 
very  high  in  the  community,  and  was  at  one  time  a Bank  Commissioner  under 
the  old  State  law.  He  is  about  70  years  of  age,  and  had  been  in  the  bank 
many  years.  He  makes  no  defense  except  that  his  salary  was  small.  The 
“irregularity”  is  the  result  of  the  appropriation  by  Underwood  of  commis- 
sions and  fees  that  properly  belonged  to  the  bank,  the  extent  of  which,  after 
a loop,  series  of  years,  is  only  in  the  neighborhood  of  $3,500,  which  had  been 
paid  into  the  bank  before  its  examination  by  Mr.  Needham. 

Taxation  of  Boston  Banks. — According  to  the  recent  returns  of  the  city 
assessors,  the  capital  of  the  Boston  banks  amounts  to  $68,728,800,  which  in- 
cludes $3,035,300  invested  in  real  estate.  The  increase  of  valuation  during  th* 
year  has  been  about  two  and  a half  millions.  Of  the  total  amount  only 
$1 7*733-82 7. 5 7 is  owned  by  residents  of  Boston.  This  is  about  twenty-six  per 
cent,  of  the  whole,  the  balance  being  held  largely  by  Savings’  institutions  and 
residents  of  other  places.  Non-residents  of  Massachusetts  hold  about  ten  pfcr 
cent — Boston  Journal. 

Xakx  Superior  Iron  Shipments.— “Shin plasters”  Discredited.— A 
letter  from  Marquette,  Mich.,  to  the  Pittsburgh  Commercial  says  that  the  total 
amount  sent  forward  from  the  district  this  season,  up  to  the  end  of  July,  may 
J*  given  at  359,000  tons  of  ore,  and  19.074  tons  of  pig  iron.  The  shipments 
last  season,  up  to  August  2d,  the  nearest  comparative  date  accessible,  were 
478,103  tons  of  ore,  and  13,916  tons  of  pig  metal,  showing  a decrease  thus  far 
Ibis  season  of  119,103  tons  of  ore,  and  an  increase  of  5,158  tons  in  pig  iron 
shipments. 

The  ‘'iron  currency”  company  drafts  for  small  amounts,  which  have  been  so 
in  use  in  this  section,  are  doomed  and  are  being  retired  rapidly.  * A de- 
cision of  the  Circuit  Judge,  in  a case  where  the  currency  was  imitated,  and 
orders  from  the  Comptroller  of  the  Currency  to  tax  further  issues,  are  having 
the  effect  to  send  the  stuff  out  of  circulation.  The  decision  referred  to  was, 
that  the  currency  being  in  the  similitude  of  a bank  bill,  was  issued  in  violation 
of  a State  law,  and  was  worthless,  and  could  not  be  the  subject  of  forgery. 
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Loose  Savings  Bank  Management. — The  report  of  the  Special  Committee 
in  Connecticut  (see  page  195  of  present  number)  is  followed  by  one  in  New 
Hampshire,  of  which  the  Providence  Journal  remarks  as  follows : 

The  inquiry  of  a special  legislative  committee  into  the  affairs  of  the  Concord 
National  Savings  Bank,  New  Hampshire,  the  cashier  of  which,  W.  W.  Storrs, 
embezzled  something  over  $50,000,  discloses  a mismanagement  which  it  is  to 
be  hoped  could  hardly  be  paralleled  in  New  England.  The  first  defalcation 
occurred  in  1868,  in  October,  when  the  amount  taken  was  $7,500.  In  Decem- 
ber there  was  another  embezzlement,  and  both  might  have  been  discovered  by 
a slight  examination  of  the  books.  But  the  trustees  were  also  guilty  of  a 
breach  of  trust ; they  appropriated  interest  to  their  own  use  which  belonged  to 
the  bank ; they  traaed  stock  as  their  own  which  was  purchased  for  the  bank, 
and  they  taught  the  cashier  by  their  acts  that  they  were  not  only  indifferent  to 
the  rules  of  honesty,  but  that  they  were  in  no  position  to  enforce  honesty  on 
his  part. 

New  Jersey. — The  following  is  the  amendment  to  the  usury  law  of  1846, 
passed  at  the  last  session  of  the  Legislature : 

[Chapter  359.]  1.  Be  it  enacted  by  the  Senate  and  General  Assembly  of 
the  State  of  New  Jersey , That  no  bond  or  mortgage  for  the  payment  of 
money  heretofore  made  or  issued,  or  that  may  hereafter  be  made  or  issued, 
by  any  corporation  created  by  or  under  the  laws  of  this  State,  shall  be  held, 
deemed,  or  considered  invalid,  or  liable  to  any  deduction  from  the  amount 
that  may  become  due  thereon,  because  such  bond  or  mortgage  may  have  been 
made,  issued,  sold,  assigned  or  otherwise  disposed  of  by  such  corporation 
below  the  par  value  thereof;  provided  such  bond  or  mortgage  shall  be  valid 
on  its  face;  and  provided  alsot  that  this  act  shall  not  apply  to  any  suit  now 
pending. 

2.  And  be  it  enacted.  That  this  aot  shall  take  effect  immediately. 

NeV  York. — The  question  of  taxation  of  National  bank  stocks  in  this  State 
has  been  brought  to  a testing  point  by  a case  at  Albany.  The  Argus  of  that 
city  thus  describes  it: 

Owners  of  bank  stock  have  for  years  complained  that  they  were  being 
assessed  largely  in  excess  of  their  relative  proportion.  The  State  law  provides 
that  National  bank  stock  shall  be  assessed  at  the  same  ratio  as  other  prop- 
erty; and  the  National  law  provides  that  National  bank  stock  shall  be  subject 
to  State  taxation  not  exceeding  the  rate  imposed  upon  other  banks.  It  is 
claimed  that  these  laws  are  violated.  Efforts  have  been  made  by  bankers  to 
secure  a remedy  of  the  alleged  inequality,  which  have  failed,  and  finally  it  has 
been  determined  to  bring  the  matter  before  the  courts,  in  the  only  way  it  can 
be  speedily  and  effectually  done.  To  this  end,  Mr.  C.  P.  Williams,  Cashier  of 
the  Albany  National  Exchange  Bank,  notified  the  receiver  of  taxes  that  he 
should  not  pay  the  assessment  upon  his  bank  slock,  and  at  the  same  time 
stating  to  that  officer  that  of  course  he  knew  his  duty,  and  must  proceed  in 
its  discharge.  Consequently  the  necessary  proceedings  were  taken  to  enforce 
collection,  Mr.  Williams  bidding  in  certain  household  property  offered  for  sale, 
and  thus  a case  was  made  up  for  the  courts.  His  attorneys  are  Hon  Mat- 
thew Hale,  of  this  city,  and  Hon.  C.  B.  Sedgwick,  of  Syracuse.  It  is 
expected  that  the  case  will  reach  the  Supreme  Court  of  the  United  States 
before  final  decision.  We  understand  that  the  assessors  submitted  the  case 
to  the  Comptroller,  who  informed  them  that  the  law  required  them  to  assess 
the  stock  at  its  full  value,  and  hence  the  assessors  did  not  feel  at  liberty  to 
make  any  change  in  the  assessment.  To  this  the  response  of  Mr.  Williams 
is,  that  the  law  is  enforced  against  bank  stockholders,  but  violated  with 
regard  to  every  one  else  As  illustrating  the  enormous  growth  of  taxation, 
Mr.  Williams  states  that  the  Exchange  Bank,  in  two  and  a-half  years  since 
1865,  has  paid  more  taxes  than  during  twenty-five  years  prior  to  the,  war, 
although  then  its  capital  was  several  thousand  dollars  more  than  it  is  now. 
That  is,  in  ten  years  the  bank  had  paid  four  times  as  much  taxes  as  in  the 
twenty-five  years  referred  to,  and  in  twenty-five  years,  at  the  same  rate,  will 
have  paid  ten  times  as  much.' 

• 
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New  York. — The  general  assessors  of  Troy  have  assessed  real  estate  • at 
one-third  of  its  market  value  and  bank  stock  at  its  par  value  (an  advance  of 
twenty-five  per  cent,  over  the  assessment  of  last  year).  Deeming  thU  very 
unjust,  the  rankers  of  that  city  have  met  and  appointed  a committee  to  en- 
deavor to  effect  an  equalization  of  the  assessments. 

Orders  as  Currency. — The  Oswego  Starch  Factory  having  been  called 
npon  "by  the  Internal  Revenue  authorities  to  pay  a tax  on  its  “ orders,” 
which  have  been  used  for  twelve  years  past  as  44  currency,”  has  withdrawn 
the  orders  from  circulation.  These  orders  have  been  given  to  employees 
every  other  week,  in  payment  for  the  week’s  services. 

Adroit  Larceny  from  a Bank. — On  July  29,  two  men  entered  the  First 
National  Bank  of  Batavia,  N.  Y.,  about  noon,  and  asked  for  greenbacks  in 
exchange  for  a quantity  of  coin.  The  Cashier  counted  the  coin,  when  the 
men  alleged  that  he  had  made  a mistake.  After  recounting  it  the  men  re- 
ceived the  greenbacks  and  left.  About  4 o’clock  it  was  found  that  $9,200 
were  mfcsing  from  the  safe,  and  it  was  ascertained  that  while  the  Cashier’s 
attention  was  engaged  by  the  two  men  a boy  had  slipped  round  to  the  safe 
ind  taken  the  money. 

Ohio. — Mr.  David  Overdier,  for  many  years  the  faithful  Cashier  of  the 
Franklin  National  Bank  of  Columbus,  and  of  its  predecessor,  the  Franklin 
Bank,  died  at  his  residence  in  that  city  on  July  23d,  after  a painful  illness  of 
several  months’  duration. 

During  Mr.  Overdier’s  illness,  the  Board* of  Directors  appointed  Mr.  C.  J. 
Hardy  (formerly  Cashier  of  the  National  Exchange  Bank)  assistant  Cashier 
of  the  Franklin  Bank.  Mr.  Hardy  will  fulfill  the  responsibilities  of  the  6 ffice 
until  the  Directors  shall  elect  a permanent  Cashier,  which  will  not  be  until 
October. 

Pennsylvania  Finances. — The  debt  of  Pennsylvania,  under  the  system  of 
gradual  redemption,  is  being  steadily  reduced.  The  Sinking-Fund  Commis- 
sioners, viz.,  tne  Auditor,  Treasurer,  and  Secretary  of  State,  report  that  on 
August  1st  the  tot$d  debt  was  $24,999,785,  and  that  there  is  in  the  sinking 
fiind  $ 526,947  available  for  further  reduction.  During  July  $21,000  of  the  debt 
was  redeemed,  and  at  the  end  of  that  month  over  *$ 450,000  of  the  general 
revenue  fund  of  the  State  was  on  deposit  with  various  banks  and  bankers, 
without  collateral  or  interest.  The  constitution  of  the  State  requires  that  in 
the  reduction  of  the  debt  not  less  than  $ 250,000  shall  be  paid  off  annually. 
Since  January  1 the  reduction  has  been  $800,000,  and  is  expected  to  reach 
$1,200,000  by  the  close  of  the  year. 

The  Philadelphia  Security  Company.— At  No.  819  Chestnut  Street,  a 
magnificent  office,  resplendent  with  plate-glass  and  costly  fittings,  has  been  for 
*ome  months  occupied  by  the  **  Security  Company,”  of  which  Mr.  Harrison 
Grambo  was  announced,  as  the  President,  and  Anthony  M.  Zane,  the  Secre- 
tary. The  business  of  the  Society  was  banking,  insurance,  real  estate,- and 
stocks.  Its  office  was  closed  on  July  30,  and  the  cause  is  stated  in  the  Phila- 
delphia ledger  to  be  a judgment  obtained  for  $ 1,200  against  Harrison 
Grambo,  on  a suit  brought  to  recover  that  sum,  deposited  with  him,  for  invest- 
ment, when  in  business  on  Walnut  Street.  The  personal  property  of  the 
Company  has  been  levied  upon,  a watchman  put  on  the  premises,  and  the 
business  necessarily  suspended. 

Rhode  Island. — The  managers  of  the  Franklin  Institution  for. Savings,  at 
Providence,  which  was  crippled  last  fall  by  the  Sprague  failure,  have  decided 
to  allow  the  institution  to  go  into  the  hands  of  a receiver  and  be  closed  up. 

Texas. — The  banking  firm  of  Tidball  & Wilson,  at  Fort  Worth,  has  been 
dissolved,  and  is  succeeded  by  the  new  house  of  Tidball,  Van  Zandt  & Co., 
who  transact  not  only  a general  banking  and  collection  business,  but  invite 
Also  correspondence  from  parties  desirous  of  making  investments  in  that  sec- 
tion. Their  card,  with  ample  references,  will  be  found  on  the  cover  sheets  of 
this  Magazine. 
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Confederate  Currency. — A Richmond  newsdealer  wants  a hundred  thou- 
sand Confederate  notes  at  twenty-five  cents  per  hundred  notes,  whether  one 
dollar  or  one  hundred  dollar  bills. 


The  Canadian  Bank  of  CoMMERCE.—The  seventh  annual  meeting  of 
shareholders  was  held  at  Toronto  on  July  14th.  The  report  of  the  directors 
states  that  the  affairs  of  the  bank  continue  in  a sound  and  prosperous  condition. 
After  amply  providing  for  all  contingencies  the  net  profits  of  the  twelve  months 
ending  June  30th  amount  to  $833,573.  Two  half-yearly  dividends  have  been 
declared  at  four  and  five  per  cent,  respectively,  after  the  sum  of  $300,000  has 
been  carried  to  “rest”  account,  making  that  fund  $1,800,000;  a balance  of 
$7,373.49  remaining  at  credit  of  profit  and  loss  account. 

The  business  at  the  head  office  has  so  increased  that  a change  has  been 
made  which  makes  Mr.  James  S.  Lockie,  late  Inspector,  the  Local  Manager 
at  Toronto,  while  Mr.  W.  N.  Anderson,  heretofore  Cashier,  is  placed  in  the 
position  of  General  Manager.  This  arrangement  promises  to  be  very  favorable 
to  the  interests  of  the  bank.  To  afford  needed  accommodation,  an  addition 
has  been  made  to  the  building  and  a first-class  vault  erected  at  the  head 
office.  A branch  has  been  established  and  is  now  in  operation  at  the  seat  of 
Government,  and  agencies  opened  at  two  other  points  during  the  year. 

At  a meeting  of  the  newly-elected  board  of  directors  the  Hon.  W.  McMaster 
was  re-elected  President,  and  Robert  Wilkes,  Esq.,  M.  P.,  was  elected  Vice- 
President. 

Messrs.  J.  G.  Harper  and  J.  H.  Goadby  continue  to  represent  the  bank 
in  New  York,  at  No.  50  Wall  Street,  as  usual.  • 

New  Brunswick. — The  Bank  of 'Nova  Scotia  has  opened  a branch  in 
St.  Iohn,  N.  B.,  under  charge  of  Mr.  Pitcaithly,  an  old  employee  of  the 
British  Bank. 

Forged  Letters  of  Credit. — A continental  banker  in  a letter  to  the 
London  Times , gives  an  account  of  a new  confederacy  of  forgers,  who  are 
already  known  to  have  succeeded  in  qbtaining  several  thousand  pounds  from 
bankers  on  the  Continent.  The  operations  of  the  forgers  appear  to  have  been 
conducted  by  a gang  traveling  separately,  and  working  by  means  of  very  per- 
fect imitation  of  letters  of  credit  of  Baring  Brothers  & Co.,  of  London  The 
forged  documents  were  presented  almost  simultaneously  in  several  cities  and 
towns  on  the  Rhine  and  in  the  south  of  France.  The  water-marks  have  been 
so  well  imitated  that  the  paper  6n  which  the  forgeries  were  drawn,  is  believed 
to  be  genuine. 

New  English  Coin. — In  the  year  1873  there  were  coined  at  the  Royal 
Mint  2,382  832  sovereigns  and  2,003,464  half-sovereigns,  5.965.740  florins, 
6,486,480  shillings,  4,395,600  sixpences,  4,158  fourpences,  4,059,528  threepences, 
4,752  twopences,  7,920  silver  pence;  and  of  bronze,  8,594, o&  pence,  3.584,000 
half-pence,  and  3.225,600  farthings.  The  pieces  of  money  coined,  therefore, 
exceeded  40,000,000  in  number,  and  would  pass  for  sums  amounting  to 
£ 4,500.000  sterling.  The  demand  upon  the  Mint  for  gold  coin,  which  had 
been  excessive  in  the  two  previous  years,  was  sufficiently  supplied,  and  ceased 
in  1873.  The  demand  for  silver  continued  unabated,  and  the  demand  for 
bronze  coin,  continued  to  be  excessive.  In  the  course  of  the  year  the  Mint 
received  from  the  Bank  of  England  light  gold  amounting  to  £950, 075  for  re- 
coinage,  and  a large  amount  of  worn  silver  coin  was  withdrawn  from  circula- 
tion. The  Sydney  branch  of  the  Mint  coined  and  issued  1478,000  sovereigns 
in  1873,  ana  the  Melbourne  branch  752,000  sovereigns  and  165,000  half- 
sovereigns. 
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NEW  BANKS,  BANKERS  AND  SAVINGS  BANKS. 

{Monthly  List,  continued  from  August  Number,  page  163. ) 

^ Additions  for  this  list  are  solicited  from  the  subscribers  to  this  work. 

Place  and  State.  ' Name  0/  Bank.  N.  Y.  Correspondent. 

Eufaula,  Ala Peoples*  Sav.  & Loan  Asso.  Hanover  National  Bank 

Chico,  Cal Bank  of  Butte  County American  Exchange  Nat.  B. 

Healdsburg,  “ Bank  of  Healdsburg First  National  Bank. 

San  Jose,  44 Farmers’  National  Gold  Bank  First  National  Bank. 

“ ** Commercial  & Savings  Bank  Eugene  Kelly  & Co. 

Alma,  Col C.  G.  Hathaway  & Co Kountze  Brothers. 

Denver,  44 Denver  Safe  Dep.  & Sav.  B.  

Del  Norte,  44 E.  T Elliott  & Co 

Washington,  D.  C. ..  E.  McB.  Timoney  & Co E.  D.  Randolph  & Co. 

Chatsworth,  III Bank  of  Chats  worth 

Hillsboro,  44 Farmers’ Exchange  Bank-. . . 

Sycamore,  44 Divine  & Co Winslow,  Lanier  & Co. 

Evanston,  44 T.  C.  Hoag  & Co 

Princeton,  44 Farmers’ National  Bank....  

New  Albany,  Ind Second  National  Bank 

Petersburg,  44  ....  Citizens’ State  Bank Winslow,  Lanier  & Co. 

Kokomo,  44  ....  Walker,  Welsh  & Co Winslow,  Lanier  & Co. 

Atlantic,  Iowa Smith  & White Chemical  National  Bank. 

Osage,  44  Sweney  Brothers Third  National  Bank. 

Riverton,  44  L.  Bentley  & Co Corbin  Banking  Co. 

Arkansas  City,  Kan..  Arkansas  City  Bank American  Exchange  Nat.  B. 

Clay  Centre  44  ..  John  Higginbotham Donnell,  Lawson  & Co. 

Louisville,  Ky Citizens’  National  Bank National  Bank  of  Commerce. 

“ 44 Merchants’  National  Bank..  Bank  of  America. 

Russellville,  44 Logan  Co.  National  Bank...  

New  Bedford,  Mass..  Edward  L.  Baker Cam  man  n & Co. 

Benton  Harbor,  Mich  E.  M.  Hipp  & Co 

Leslie  44  First  National  Bank Ninth  National  Bank. 

Kasson,  Minn First  National  Bank Ninth  Natiorihl  Bank. 

Fairmont,  44  Munger  & Viesselman .# 

St  Paul,  44  Culver,  Farrington  & Co Importers  & Traders’  N.  B. 

Trentoh,  N.  J J.  W.  Elberson  & Co-. J.  L.  Brownell  & Bro. 

Oswego,  N.  Y Charles  W.  Pratt National  Shoe  & Leather  B. 

Columbixs,  Ohio...  Ide  & Co Saunders  & Hardenbergh. 

New  Athens,  44  — John  Dunlap,  Jr 

Steubenville,  u ...  National  Exchange  Bank Importers  & Traders’  N. 

Jamestown,  Pa Jamestown  Banking  Co Importers  & Traders’  N.  B. 

Bristol,  Tenn First  National  Bank Fourth  National  Bank. 

Jackson,  44  First  National  Bank 

Fort  Worth,  Texas  Tidball,  Van  Zandt  & Co Donnell.  Lawson  & Co. 

New  Braunfels,  44  F.  Moureau Baltzer  & Taacks. 

San  Antonio*  44  F.  Groos  & Co C.  C.  Roumage. 

Beloit,  Wis First  National  Bank Peoples’ Bank. 

Darlington,  44  P.  A.  Orton  & Co Importers  & Traders*  N.  B. 
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CHANGES  OF  PRESIDENT  AND  CASHIER. 

( Monthly  List ; continued  from  August  No.,  page  164. ) 
August,  1874. 

Banks  are  requested  to  furnish  prompt  notice  of  any  future  changes. 


Name  of  Bank.  Elected.  In  place  qf 

Hartford  Nat.  B.,  Hartford,  Conn.  Tames  Bolter,  Pres Henry  A.  Perkins. 

44  44  44  W.  S.  Bridgman,  Cask .. . James  Bolter. 

German  American  B.,  Chicago,  III.  C.  Knobelsdorf,  Pres F.  Lachner. 

Muncie  Nat.  Bank,  Muncie,  Ind.  F.  T.  White,  Pres John  Marsh. 

First  National  Bank,  Sullivan,  44  T.  K.  Sherman,. Cash Medford  R.  Wilson, 

Osage  CityS.  B.,  Osage  City,  Kan.  A.  M.  Ellett,  Pres 

“ “ 44  44  J.  S.  Danford,  Cash J.  R.  Swallow. 

First  N.  B.,EaSt  Hampton,  Mass.  Horatio  G.  Knight,  Pres.  Samuel  Williston. 

Second  Nat.  Bank,  St.  Louis,  Mo.  Eugene  H.  Lachee,  Cash.  N.  J.  Fairchild. 
Capital  Bank,  >444  44  J.  L.  Bemecker,  Pres ....  L.  Espenchied. 

“ 44  44  John  Dierberger,  Cash. ...  Wm. Throckmorton. 

Keeseville  N.  B.,  ICeeseville,  N.  Y.  Edmund  Kingsland,  Pres.  Nelson  Kingsland. 

First  Nat.  Bank,  Union  Mills,  Pa.  Thomas  Wood,  Pres John  Johnson. 

First  Nat.  Bank,  Wheeling,  W.Va.  M.  A.  Chandler,  Cash...  George  Adams. 


DISSOLVED  OR  DISCONTINUED. 

( Monthly  List,  continued  from  August  No.,  page  165.  J 

California. — McLaughlin  & Ryland,  San  Jose , (business  incorporated  as  the 
Commercial  and  Savings  Bank). 

Illinois. — John  Stillwell  & Co.,  Chatsworth , (Jailed).  Divine  & Boynton, 
Sycamore,  (succeeded  by  Divine  & Co.) 

I0WA.-3S.  H.  Mallory,  Riverton , (succeeded  by  L.  Bentley  & Co.)  L.  F. 
Wisner,  Iowa  Falls , (discontinued). 

Kansas. — John  C.  McMullen,  Arkansas  City , (succeeded  by  Arkan&s  City 
Bank).  Second  National  Bank,  Leavenworth , (closing). 

Michigan. — H.  T.  Allen  8c  Co.,  Leslie,  (succeeded  by  First  National  Bank). 

Minnesota. — David  Anthony,  Kasson , (succeeded  by  First  National  Bank). 

Missouri.— M.  A.  Plumer,  Holden , (business  transferred  to  Bank  of  Holden). 
Long,  Grant  & Co.,  Kansas  City. 

New  York. — Pierce  & Davis,  Castile , (succeeded  by  G.  A.  Davis). 

Ohio. — Exchange  Bank,  Steubenville , (succeeded  by  National  Exchange 
Bank). 

Texas. — Tidball  & Wilson,  Fort  Worth , (succeeded  by  Tidball,  Van  Zandt  & 
Co.)  Dallas  Co.  Bank,  Dallas,  (succeeded  by  First  National  Bask). 

Wisconsin. — Louis  C.  Hyde  & Brittan,  Beloit,  (succeeded  by  First  National 
Bank).  J.  B.  Doty  & Co.,  Darlington,  (succeeded  by  P.  A.  Orton  & Co.) 
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OFFICIAL  BULLETIN  OF  NEW  NATIONAL  &ANKS, 
Authorized  July  25  to  August  17,  1874. 


Ne. 


Name  and  Place. 


President  and  Cashier. 


/—  — Capital  - 
Authorised. 


* Stated  by  the  Bank,  $ 500,000. 
t “ ‘4  3<»,ooo.  . 


Paid 


2159  First  National  Bank, 

Kasson,  Minn 

David  Anthony 

E.  E.  Fairchild 

$ 50,000  . 

$3S.9»o 

2160  National  Exchange  Bank 

Steubenville,  Ohio. 

William  Dougherty. .. 

J-  J-  Gill 

200,000  . 

100,000 

2161  Merchants’  National  Bank, 
Louisville,  Ky 

H.  C.  Caruth 

J.  C.  Undenberger. 

500,000  . 

500,000 

2162  First  National  Bank, 

Leslie,  Mich 

'Arnold  Walker 

Claud  C.  Walker... 

100,000  . 

50,000 

2163  First  National  Bank, 

Beloit,  Wis 

Louis  C.  Hyde 

W.  M.  Brittan 

50,000  . 

100,000 

2164  Gtizens’  National  Bank, 

Louisville,  Ky 

John  G.  Barret 

•344,000  . 

344,000 

2165  Farmers’  National  Bank, 

Princeton,  III. 

Henry  H.  Ferris 

50,000  . 

30*000 

2166  Second  National  Bank, 

New  Albany,  Ind.. 

L.  Bradley 

M.  A.  Weir 

IOO, QOO  . 

60,000 

2167  First  National  Bank, 

Bristol,  Tenn 

Henry  S.  Kane 

Jos.  R.  Anderson.. 

t5o,ooo  . 

50,000 

2168  First  National  Bank, 

Jackson,  Tenn 

James  W.  Anderson.. 
N.  Rhodes 

50,000  . 

50,000 

2169  Logan  Co.  National  Bank, 
Russelville,  Ky 

James*  L.  Rizer 

Hugh  Barclay,  Jr.. 

50,000  . 

35»ooo 

Dividends  of  the  Last  Five  Months  in  1870  not  Taxable. 

In  June,  1871,  the  National  Park  Bank  paid,  under  protest,  to  Marshall 
B.  Blake,  Collector  of  Internal- Revenue  for  this  district,  $3,591.09  assessed 
as  taxes  on  dividends  declared  between  July  1 and  December  31,  1870.  In 
July,  1871,  the  bank  appealed  to  the  Commissioner  of  Internal  Revenue  from 
this  assessment  and  collection,  demanding  the  return  of  the  sum  paid.  This 
appeal  was,  in  October,  1871,  decided  adversely  to  the  plaintiff.  Suit  was 
therefore  brought  in  the  United  States  Circuit  Court  against  the  collector. 
The  plaintiff  claimed  that,  under  the  act  of  July  14,  1870,  dividends  of  earn- 
rogs,  income  and  gains  which  were  declared  by  banks  during  the  last  five 
®onths  of  1870,  were  exempt  from  taxation.  The  case  was  submitted  to  Judge 
Shipman  upon  an  agreed  statement  of  facts,  and  was  decided  on  July  27th. 
Judge  Shipman  upheld  the  plaintiff’s  claim,  and  ordered  that  judgment  be  en- 
kred  in  their  favor  for  the  amount  of  taxes  paid  upon  the  dividends  and  sur- 
plus earnings  as  specified  in  the  statement  of  facts,  with  interest  from  the  dates 
°f  payment 

Suits  having  also  been  brought  by  the  National  City  Bank  and  the  Fourth 
National  Bank  of  this  city  to  recover,  on  the  same  ground,  from  Revenue- 
Collector  Blake  taxes  paid  upon  dividends  in  the  latter  part  of  1870,  Judge 
Sjupman  gave  judgment  for  the  banks,  holding  that  these  cases  were  governed 
oy  the  decision  given  in  the. case  of  the  Park  Bank. 
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THE  PREMIUM  ON  GOLD  AT  NEW  YORK, 

July  and  August,  1874. 


( Continued  from  August  Number , page  162.) 


1874.  Lowest,  Highest. 


Lowest . Highest 


Lowest  Highest 


January  .. 

to ft  . 12  ft  ..Aug. 

I ... 

9ft  - 

9#  ..Aue.13... 

9ft  - 

9# 

February . 

lift  . 13 

14-.. 

9# 

9X 

March  ... 

"#  - 13 X - 

3 -*• 

9* 

9ft  -• 

15... 

9X  - 

9X 

April  .... 

n#  14X  .. 

4... 

9% 

9# 

May 

» X - 13 X - 

5 

9# 

9#  - 

17 

9ft  - 

9% 

June 

I°#  . 12#  - 

6 ... 

9# 

to* 

l8  ... 

9ft  • 

9X 

Ju,y 

9 - 10  H - 

7.~ 

9# 

10#  •• 

19... 

9X  . 

9# 

July  25  .. 

9 X - 10 

. . 

8... 

10 

ID#  •• 

20  ... 

9X  - 

9ft 

27  .. 

9ft 

21  ... 

9X  - 

10 

28  .. 

9 - 9^  *•  10... 

9% 

to 

22  . .. 

9ft  - 

to 

29  .. 

9 • 9#  - 11  .. 

9# 

9# 

30-. 

9#  ■ 9X  -•  12... 

9# 

9X  - 

24... 

9#  • 

10 

3*  - 

9 • 9# 

25  ... 

9X  - 

10 

MONTHLY  PREMIUM  ON  GOLD,  1862-73. 

• 

DATE. 

1802. 

1803. 

1804. 

1805. 

1800. 

1807. 

January.. 

par.  05 

34  60^ 

s># 

60 

97  # 134  'A 

36#  44X 

32 

37# 

February. 

02'/i  04# 

53  72^ 

57# 

6l 

9<>#  «<6# 

35#  4># 

35# 

4°# 

March . .. 

OI  ft  C2ft 

39  7«# 

59  y 

69* 

4 8ft  101 

25  36# 

33# 

4°# 

April  

01X  °2'X 

46  59 

66# 

87 

44  60 

25  29# 

3*# 

4J# 

May 

02ft  04ft 

43#  55 

68 

90 

28X  45  V 

25#  4># 

34# 

3«# 

June 

°3#  °9 % 

40^  48^ 

89 

151 

35#  47ft  37ft  ^7ft 

36# 

3«* 

July 

09  2otf 

23#  45 

122 

I85 

38  40#  48V  55# 

38 

40% 

August 

12X  16  # 

22#  29# 

131ft  162 

4°#  45  X 49 X S2# 

39# 

4*H 

Sept 

24 

27  43^ 

85 

1 55 

42ft  45 

44  4 *>K 

4°X 

4&# 

October . . 

22  37 

4°#  56# 

89 

129 

44  49  ! 

45#  54# 

4°# 

4SH 

Nov 

29  33# 

43  54 

109 

160 

45^  48ft  37ft  48ft 

37X 

4*  ft 

December 

30  34 

47  52# 
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New  York,  August  22,  1874. 

Exchsmgt  on  London,  at  sixty  days’  right,  4.87  a 4.87#  **  gold. 

There  is  little  to  observe  with  respect  to  the  money  market  during  the  past 
month.  The  price  of  securities  for  investments  might  be  represented  by  a horizon- 
tal line  across  the  page,  so  slight  has  been  the  fluctuation  from  a dead  level.  In 
speculative  shares  several  transient  ripples  of  excitement  have  occurred,  £ke  the 
Ascent  of  a current  of  air  from  above  to  ruffle  the  glassy  smoothness  of  a stagnant 
kke.  The  rates  of  money  on  call  have  ranged  as  low  as  1%  per  cent,  a year, 
while  bank  rates  for  commercial  paper  have  been  maintained  at  from  six  to  seven 
pw  cent.  The  following  quotations  of  city  bank  stocks  furnishes  a good  criterion 
of  the  steadiness  of  first-class  investments : 

July  22.  Aug.  1.  Aug . 8.  Aug.  15.  Aug.  22. 


City  Bank 300  ....  300  ....  300  ....  300  ....  301 

Corn  Exchange. . . 120  lao  ....  zao  1*0  ....  zao 

Tint  National aoo  ....  200  ....  200  ....  200  200 

Fourth  National. . . xoi#  xoi  zoi  ....  zoo  ....  zoo 

Ninth  National .. . zoo  >00  ....  too  ....  zoo  ....  zoo 

Hanover. zoo  zoo zoo  zoo  zoa 

Imng zas  ....  X25  ....  Z25*  X25  ....  125 

Mechanics 13a  Z32  X34  X34  ....  X34 

Peoples. 140  ....  140  X40  ....  140  ....  140 

Republic. zo8  xo8  — ....  X05  ....  105 


The  Clearing-House  returns  for  the  month  include  five  weeks ; and  they  show  the 
beginning  of  the  regular  autumnal  depletion  of  our  city  banks,  though  not  to  a 
dutarbing  extent.  The  subjoined  statement  of  the  fluctuations  exhibits  the  progress- 


ive movement  from  week  to  week,  and  also  the  aggregate  for  the  month. 

July  25.  Aug.  1.  Aug.  8.  Aug.  15.  Aug.  22. 

ham $284,168,100  . $282,0x2,600  . $280,534,300  • $279,250,200  . $278,576,000 

Dtponts 244,3x3,300  . 242,741,300  . 242,261,600  . 237,915,500  . 238,864,100 

Speck 26,646,700  25,293,700  . 25,740,000  . 22,352,000  29,954,900 

Circulation 25,767,600  25,762,200  25,805,760  25,809,100  25,820,000 

Legal  benders. . 63,714,800  . 65.818,900  . 66,549,500  • 66,578,200  . 65,891,400 


In  the  following  table  the  circulation  is  omitted,  as  it  is  of  such  uniform  volume 
M not  to  affect  sensibly  the  general  result.  The  star  (*)  indicates  increase,  and 
the  dagger  (f)  decrease  of  the  footing  from  week  to  week.  Fluctuations  for  the  week 


ending 

July  25.  Aug.  1.  Aug.  8,  Aug.  15.  Aug.  22. 

I*M *$2,376,600  . ♦$2,155,500  . t$  1,478,300  , t$  1,284,100  . t$  674,200 

Deposits * 1,329,700  . 1 1,572,000  . 1 479,700  • 1 4,446,100  . *948,600 

Speck t z,  108,600  . 1 2,353,000  • *446,300  . 13,388,000  . 1 9,397,100 

Legal  tenders. . *x, 861, zoo  . *2,104,100  . *730,600  . *28,600  . 1 686,700 
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Total  decrease  of  loans  from  July  aa  to  August  $5»59a*,°° 

“ of  deposits  “ “ 5» 449* 200 

“ of  specie  “ “ - 6,691,800 

Total  increase  of  legal  tenders  from  July  aa  to  August  aa 0,176,600 


This  last  summary  shows  the  condition  of  the  banks  on  the  aad  of  August,  in 
contrast  with  their  condition  on  the  22d  of  July. 

The  following  are  the  general  quotations  of  the  market  for  the  several  classes  of 
securities,  yhich  may  be  assumed  as  a fair  average.  The  stable  securities  shew 
scarcely  an  appreciable  fluctuation,  while  the  leading  active  speculative  shares  of 
the  market  show  an  advance  of  from  3 to  5 per  cent.  The  market  closes  with  this 
stronger  feature. 


Quotations v 

July  25. 

Aug',  x. 

Aug.  8. 

Aug.  15 

Aug.  aa. 

Gold. 

109# 

..  X09# 

....  no*  ... 

*°9X 

xxo 

U.  S.  5-20S,  January  and  July 

— 

..  117# 

....  117#  ... 

”7# 

...  «7# 

United  States  new  fives. 

— 

..  XII# 

....  XX2#  ... 

112 

....  axa# 

Western  Union  Telegraph  Co 

72# 

••  74 

....  75K  ... 

74# 

...  77# 

N.  Y.  Central  and  Hudson  River. . . 

99# 

..  100# 

....  101#  ... 

XOI# 

*02# 

Lake  Shore 

7*# 

••  7 

...  73# 

75# 

...  74# 

Chicago  and  Rock  island. 

98 

99# 

....  99# 

99# 

....  zoa# 

New  Jersey  Central 

105# 

. . 106# 

....  106#  . . . 

xo6 

*06# 

Erie. . . ^ ., 

32# 

..  32# 

....  31#  .. 

32# 

32  H 

Bills  on  London 4*86# 

a 87# 

••  87# 

....  87  ... 

87# 

....  87 

Treasury  balances,  in  millions 

146 

..  144 

....  144 

146 

....  m9 

The  reports  of  the  Treasury  Department  from  day  to  day  are  necessarily  acquiring 
great  weight  and  importance  from  the  steadily  increasing  influence  of  simple  organi- 
sation, whether  that  organization  is  for  the  best  or  not.  Formerly,  when  the  New 
York  Clearing  House  governed  the  whole  financial  system  of  the  country,  by  its 
never-failing  "barometer”  of  the  level  of  specie,  the  reason  why  it  was  the  best 
policy  in  the  banks  to  contract  or  expand  their  loans  was  an  open,  plain  matter, 
understood  by  everybody.  The  manager  had  only  to  touch  the  telegraph  wires 
when  specie  was  leaving  the  country  too  rapidly,  and  every  bank  in  the  country 
was  warned  to  contract  its  credits,  and  dared  not  disobey.  Now  the  case  is  different. 
The  Treasury  organization  is  mof  such  predominance,  and  withal  so  little  open  to  the 
common  observation,  that  there  is  a settled  chronic  terror  as  to  what  may  come 
next;  and  the  general  administration  of  finance  in  the  country  is  under  the  per- 
petual fear  of  some  new  screw  not  heretofore  applied.  General  Garfield,  of  Ohio, 
who  is  a leader  of  the  dominant  party  in  Congress,  said,  in  a speech  to  his  constit- 
uents a few  days  since,  that  he  was  in  favor  of  "such  a policy  as  will  make  it  im- 
possible for  Congress  to  toss  the  business  of  the  country  up  or  down — of  such  a 
policy  that  no  Congress  or  President  can  come  in  and  change  it  from  time  to  time, 
causing  fluctuation  and  uncertainty  in  all  the  channels  of  business."  This  state  of 
things 'keeps  all  the  markets  hanging,  like  Mahomet's  coffin,  between  heaven  and 
earth.  There  are  signs  of  revival  reported,  however,  during  the  last  fortnight,  in 
several  of  our  chief  cities  and  manufacturing  centres.  Our  hotels  are  said  to  be 
filling  up  with  merchants  from  the  West  and  South,  and  the  prospects  are  repre- 
sented to  be  fair;  but  it  is  suspected,  on  the  other  hand,  that  there  is  considerable 
"whistling”  in  these  representations,  to  create  a favorable  wind  of  opinion,  and  that 
the  hotels  themselves  have  something  to  do  with  it.  The  following  extract  from  the 
Journal  of  Commerce  embodies,  we  believe,  the  plain  truth,  and  its  simplicity  and 
terseness  will  commend  it  to  every  cool-minded  reader. 

"The  condition  and  prospects  of  trade  are  subjects  of  universal  concern.  The 
promises  of  the  earlier  months  of  the  year  have  not  been  kept,  and  the  present  out- 
look into  the  future  gives  but  little  relief.  There  is  no  panic;  no  financial  crisis, 
scarcity  of  money,  food,  or  clothing;  no  general  sickness;  no  apprehension  of  war; 
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no  fear  of  rebellion;  no  political  excitement;  no  sweeping  conflagration;  no  desolajt- 
ing  storm  or  inundation  ; in  short,  no  menacing  hand  is  lifted  in  any  direction. 
Why  then  should  there  not  be  a bustle  of  activity  on  every  side?  Why  are  not  our 
thoroughfares  thronged  with  moving  produce’  and  merchandise,  and  our  ships,  canal* 
boats  and  railroad  cars  filled  with  outward  and  inward  freights  ? Why  is  not  every 
wilfing  hand  actively  employed  at  remunerating  wagos,  and  the  homes  of  the  laborer 
filled  with  plenty  and  peace  ? It  is  worse  than  idle  to  deceive  ourselves.  There  is 
no  widespread  and  substantial  prosperity.  We  can  find  no  class  of  manufacturers, 
merchants,  agriculturists,  artisans,  or  common  laborers,  who  are  steadily  earning  a 
profit,  or  have  full  and  contented  employment  Every  device  or  shift  by  which 
money  is  made,  or  a stipend  gained,  seems  to  be  temporary,  and  hence  all  business 
affiurs  are  very  much  unsettled.  The  merchants  are  not  overstocked  with  goods, 
but  they  are  trying  to  loan  their  capital  on  call,  or  take  a turn  'with  it  in  some  spec- 
ulative venture,  rather  than  to  employ  it  in  gathering  an  assortment  of  the  wares  in 
which  they  deal.  The  consumers  take  hold  still  more  sluggishly,  and  purchase  only 
for  immediate  necessities.  Everywhere  there  is  a sense  of  depression,  and  dis- 
couragement to  activity,  an  attitude  of  waiting  without  any  foreshadowing  of  the 
form  or  character  of  the  relief  to  be  expected.  There  is  no  lack  of  theories  for  a 
solution  of  this  mystery;  but  all  that  have  any  substance  in  them  point  to  one 
fret:  the  people  have  no  confidence  in  the  present  financial  foundation.” 

The  amount  of  counterfeit  money  in  circulation  has  fully  occupied  the  detectives 
of  the  Treasury  Department  for  a year  or  more  past.  About  a month  since  the 
public  were  cautioned  against  a new  five-dollar  bill  on  the  Traders’  National  Bank 
of  Chicago.  The  particular  features  of  it  were  pointed  out,  and  it  was  said  to  be 
easily  distinguishable  from  the  genuine.  Since  that  it  has  been  pronounced  so 
good  a likeness  that  even  “the  experts”  of  the  Treasury  Department  with  their 
microscopes  find  it  difficult  of  detection.  It  is  said  to  be  an  impression  from  the 
original  plate,  which  was  stolen  from  the  Treasury  vaults  four  years  ago.  Two  men 
have  been  arrested  at  St.  Joseph,  Mo.,  one  of  whom  had  in  possession  $8,000  of 
the  false  bills,  and  the  other  $500.  It  is  said  that  “even  the  experts  at  the  Treas- 
ury Department  in  Washington  ” have  been  deceived  by  this  bill.  The  extent  to 
which  the  business  of  counterfeiting  is  carried  on  is  almost  inconceivable.  In  this 
city  spurious  fractional  currency  is  so  extensively  circulated  that  people  have  fallen 
into  the  habit  of  taking  it  without  examination.  “ So  long  as  they  get  rid  of  it  it 
answers  as  well  as  the  genuine.”  It  is  not  uncommon  to  hear  this  remark  in  our 
imaller  stores.  And  as  this  currency  never  goes,  to  the  banks  for  deposit,  there  is 
no  regular  supervision  over  it.  We  have  heard  the  gross  amount  of  counterfeit 
paper  money  in  the  country  estimated  at  from  five  to  twenty  million  dollars.  This 
may  seem  incredible ; but  when  we  remember  how  few  there  are  who  have  “ an 
eye”  for  the  detection  of  the  small  differences  between  the  false  and  the  genuine 
hank  note,  and  how  “the  experts”  are  deceived,  even  with  the  aid  of  the  micro- 
scope, the  wonder  is  not  that  there  is  twenty,  but  that  there  is  not  forty  million  of 
spurious  paper  in  circulation.  We  suspect  that  the  government  is  little  aware  of 
the  formidable  job  that  it  has  on  hand  in  ferreting  out  these  ubiquitous  villains. 

The  Corporation  Counsel  of  New  York  has  begun  suit  against  the  Broadway 
Bank  for  certain  checks  with  irregular  and  forged  endorsements,  connected  with  the 
operations  of  the  4<  Tweed  Ring,”  amounting  in  all  to  six  million  dollars.  Mr. 
William  A.  Booth,  Chairman  of  the  Citizens’  Investigating  Committee,  in  his 
report  on  the  subject,  made  the  following  statement:  “That  the  indorsements  did 
uot  appear  to  be  written  by  the  parties  in  whose  favor  they  were  drawn,*  nor  were 
they  paid  through  the  ordinary  channel  of  the  Clearing  House,  but  were  paid  ap- 
parently at  the  counter  of  the  Broadway  Bank.”  The  said  indorsements  were  writ- 
ten  by  ten  different  persons,  judging  by  the  dissimilarity  of  the  writing. 
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In  foreign  imports  at  this  port  the  increase  during  the  last  few  months  has  nearly 
overcome  the  falling  off  in  the  earlier  months  of  the  year,  making  the  total  since 
January  1st  nearly  the  same  as  that  of  the  corresponding  period  of  last  year : 

Foreign  Imports  at  New  York  for  Seven  Months  from  Jemuary  x. 

187a.  1873.  1874. 

Entered  for  consumption $118,640,268  $109,417,043  $104,993,640 

Entered  for  warehousing 126,606,308  82  855,82a  75,716,043 

Free  goods 22,850,813  57,006,581  68,002,636 

Specie  and  bullion 2,819,482  2,941,662  3,068,408 

Total  entered  at  port $ 270,916,871  $ 252,221,108  $ 251,780,727 

Withdrawn  from  warehouse 89,832,451  73,875,844  .... 65,497,7*4 

The  relative  decrease  in  the  imports  of  dry  goods  is  now  more  strongly  marked 
than  ever.  At  the  beginning  of  this  half  century  the  imports  of  dry  goods  were 
nearly  half  the  total  landed  here ; afterward  for  many  years  the  proportion  was  one- 
third,  but  it  is  now  only  a little  more  than  one-fourth  of  the  whole. 

The  current  of  exports  is  marked  by  a satisfactory  gain  in  shipments  of  produce 
and  merchandise  over  the  same  period  of  1873,  which  is  still  more  gratifying  when 
compared  with  the  preceding  year. 

Exports  from  New  York  to  Foreign  Ports  for  Seven  Months  from  January  1. 

1872.  1873.  1874. 

Domestic  produce $119,582,556  $158,231,491  $164,114,175 

Foreign  merchandise,  free 740.893  1,363,247  1,276,843 

do.  dutiable 6,196,022  5,5x4,646 4,494,969 

Specie  and  bullion 54.363.587  37.857-9*7  33,122,394 

Total  exports $180,863,058  $202,967,311  $203,008,381 

do.  exclusive  of  specie 126,519,471  165,109,384  169,885,987 


DEATHS r. 


At  Lewiston,  Me.,  on  Saturday, . May  30th,  aged  seventy-one  years  and  six 
months,  Samuel  R.  Bearce,  Vice-President  of  the  First  National  Bank  of 
Lewiston. 

At  Hartford,  Conn.,  on  Monday,  June  99th,  aged  seventy-three  years,  Henry 
A.  Perkins,  President  of  the  Hartford  National  Bank. 

At  Easthampton,  Mass.,  on  Saturday,  July  18th, . aged  seventy-nine  years, 
Samuel  Williston,  President  of  the  First  National  Bank  of  Easthampton. 

At  Columbus,  Ohio,  on  Thursday,  July  23d,  aged  fifty-nine  years,  David 
Overdier,  Cashier  of  the  Franklin  National  Bank  of  Columbus. 

At  Rawley  Springs,  Va.,  on  Thursday,  August  6th,  aged  seventy-six  years, 
Charles  K.  Goodwin,  Cashier  of  the  Franklin  National  Bank  of  Baltimore. 
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PROSPECTS  OF  THE  FALL  TRADE. 

“ Croakers,”  it  has  been  said,  “are  not  safe  guides  to  follow.” 

This  adage  has  an  illustration  in  the  present  and  prospective 

recovery  from  the  panic.  The  discouraging  views  which  have 
been  spread  abroad  have  been  so  far  contradicted  by  the  event. 
The  prompt  settlement  of  the  New  Orleans  trouble  has  given 
an  impulse  to  the  public  credit  abroad  and  to  the  financial  ac- 
tivity at  home.  It  tends  with  other  conspicuous  facts  to  help 

the  solution  of  several  questions  that  for  some  time  past  have 
been  uppermost  in  the  minds  of  our  merchants  and  bankers 

throughout  the  country.  One  of  these  regards  the  prospects  of 
the  money  market  and  of  general  business  during  the  fall.  In 
some  quarters  an  uneasy  presentiment  has  arisen,  that  there 
would  be  trouble  in  the  South.  Abroad,  such  sinister  appre- 
hensions have  been  more  active  than  here,  and  they  have  been 
stimulated  by  the  fact  that  so  much  capital  is  coming  this  way 
to  seek  in  the  United  States  opportunities  of  investment  more  in- 
viting than  it  can  find  at  home.  To  check  this  movement,  and 
also  to  stop  emigrants  from  bettering  their  condition  by  bringing 
skilled  labor  to  the  higher  rewards  offered  to  it  in  the  Amencan 
market,  not  a few  foreign  newspapers  have  long  been  eager  to 
pounce  upon  any  facts  that  might  seem  to  lend  plausibility  to 
their  gloomy  representations.  To  such  efforts,  the  New  Orleans 
outbreak  offered  welcome  aid.  Had  it  occurred  a year  ago,  when 
17 
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Wall  Street  was  suffering  in  the  throes  of  a financial  panic,  it  is 
as  impossible  to  conjecture  what  use  these  prophets  of  evil  might 
not  have  made  of  it,  as  to  estimate  the  power  for  mischief  which 
such  an  event  wftild  have  acquired  at  so  critical  a juncture. 
Happily  for  us,  its  announcement  a fortnight  ago  found  the 
monetary  organism  tranquil  and  devoid  of  irritability.  The 
news  of  the  riot,  though  it  took  us  by  surprise,  was  able  to  pro- 
duce scarcely  a twinge  in  the  movements  of  financial  affairs.  Even 
gold,  the  most  sensitive  spot  of  the  whole  system,  was  sluggishly  re- 
sponsive to  the  announcement,  and  the  fractional  advance  which 
followed  the  news  almost  immediately  disappeared.  We  have  here 
a new  proof  of  the  immense  recuperative  force  which  pervades 
our  institutions.  At  any  point  where  trouble,  whether  financial  or 
political,  arises,  it  seems  as  though,  by  a law  as  unerring  and 
prompt  as  the  law  of  chemical  affinity  or  of  gravitation,  our 

national  life  puts  forth  new  conservative  forces  at  the  time 
and  place  where  they  are  needed,  and  these  forces  are  al- 
ways strong  enough  to  win  the  final  victory.  Like  all  young 

organisms,  the  American  nation  grows  rapidly,  and  is  able,  by 
its  swift  processes  of  conservative  development,  to  resist  destruc- 
tive forces  which  would  be  perilous  to  older  and  less  elastic  na- 
tional organizations.  Something  like  this  was  referred  to  by 

Jefferson  when,  as  reported  by  Miss  Martineau,  he  said  the 
United  States  were  set  among  the  nations  both  to  do  and  to  bear 
many  things  which  were  deemed  impossible  in  other  countries. 

To  the  question  whether  there  is  a fair  promise  of  a good  fall 
trade,  we  unhesitatingly  reply  in  the  affirmative.  The  buoyant  ex- 
pectations indulged  in  some  quarters  will  doubtless  be  frustrated. 
Speculators  who  have  been  waiting  with  their  projects  in  anxious 
hope  that  some  power  would  move  the  stagnant  waters  and  give 
new  life  to  the  palsied  bantlings  crippled  in  the  panic  of  last 
year,  must  expect  further  disappointments ; but  legitimate  busi- 
ness, mercantile  enterprise,  sound  industrial  ventures,  may  con- 
fidently hope  to  have  ample  supplies  of  loanable  capital  accessible 
in  the  money  market,  and  this,  as  we  all  know,  is  the  prime 
condition  for  a healthy  activity  of  business. 

For  some  years  past,  the  money  market  has  been  increasingly 
tight  in  the  fall.  This  tendency  to  autumn  stringency  was 
not  so  much  observed  during  the  first  few  years  of  the  paper- 
money  era.  In  1867  it  attracted  great  criticism,  which  pointed 
its  darts  against  Mr.  McCulloch,  who  was  at  that  time  contract- 
ing the  volume  of  the  greenback  circulation  according-  to  law. 
The  monetary  stringency  was  chiefly  due,  however,  to  other 
causes,  of  which  we  have  space  to  notice  but  one,  namely,  the 
lending  of  bank  deposits  to  railroad  and  other  enterprises,  which 
borrowed  the  money  on  call,  and  sunk  it  where  it  lost  its  mobil- 
ity and  became  fixed  capital  not  available  for  immediate  return 
to  the  lenders.  This  bad  habit  on  the  part  of  our  banks  had  be- 
gun before  the  period  we  have  mentioned,  but  afterwards  it  grew 
rapidly,  tempting  many  firms  to  take  risks  which  otherwise 
they  would  never  have  Ventured,  and  finally  culminating  in  the 
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great  catastrophe  of  the  Jay  Cooke  panic  of  1873.  That  disaster 
differed  from  every  previous  financial  crisis  that  we  have  ever  had 
in  this  country,  in  several  notable  characteristics.  The  chief  dif- 
ference, however,  was  that  in  every  previous  p*hnic  the  inflation 
has  been  in  mercantile  credits ; while  last  year  mercantile  credits 
were  unusually  sound  and  out  of  danger  from  the  explosion. 
Hence  it  is  that  mercantile  credits  and  legitimate  business  have 
not  suffered  from  the  panic  of  1873  as  in  previous  similar  crises. 
This  constitutes  a valid  reason  for  expecting  industrial  activity  to 
be  healthfully  resumed  so  soon  after  a severe  financial  revulsion, 
and  the  argument  is  confirmed  by  the  fact  that  the  panic  has 
stopped  this  bad  habit  into  which  the  banks  had  previously  fallen 
of  lending  to  railroads  the  funds  which  they  ought  to  have  used 
and  will  now  use  in  mercantile  discounts. 

The  money  market  being  thus  very  likely  to  continue  easy  dur- 
ing the  autumn,  we  have  one  important  guarantee  of  an  active  and 
prosperous  season.  Another  argument  might  be  drawn  from  the 
probable  activity  of  the  export  of  breadstuffs.  The  New  York 
Tribunt , in  an  admirable  article  on  this  subject,  shows  that  our 
Western  farmers  are  holding  back  their  wheat,  and  argues  very 
conclusively  that  they  will  do  well  to  send  it  forward  freely  to 
take  advantage  of  the  two  months  still  left  of  the  season  of  lake 
and  canal  navigation,  and  also  of  the  low  ocean,  lake  and  canal 
freights  now  ruling,  and  which  cannot  be  expected  to  continue 
through  the  winter. 

Our  contemporary  explains  that  Great  Britain,  France,  Ger- 
many, Turkey,  Russia,  California,  and  the  North-Western  States, 
all  have  crops  of  wheat  larger  than  the  average,  and  that,  with 
the  exception  of  Great  Britain,  all  these  countries  have  wheat  to 
export,  so  that  they  will  be  our  competitors  for  the  trade.  This 
view  is  sustained  in  the  London  Times  by  Mr.  H.  Kains- 
Jackson,  who  states  that  4,200  million  pounds  of  wheat  and 
wheat  flour  will  be  an  extreme  estimate  for  the  quantity  re- 
quired from  foreign  countries  by  Great  Britain  during  the  next 
twelve  months,  and  also  that  $ 110,000,000  is  a fair  estimate  for  • 
the  price  to  be  paid  for  it,  including  freight  and  shipper’s  profit. 
Mr.  Kains- Jackson’s  estimate  of  the  official  average  price  of  Brit- 
ish wheat  is  50s.  per  quarter,  to  which  price  it  has  fallen  since 
his  prediction  was  published. 

The  Tributie  argues  that  if  we  do  not  send  our  crops  forward 
promptly  we  shall  seriously  diminish  the  foreign  demand.  Statistics 
show  that  the  United  States,  in  1862,  1873,  and  1874,  sent  to 
Great  Britain  direct,  and  through  Canada,  over  26,000,000  cwts. 
of  wheat  and  wheat  flour  each  year.  To  export  as  much  this 
year  we  must  undersell  the  French,  Germans,  Russians,  and 
Turks;  but  if  our  wheat  is  held  back,  and  the  Russians  and  Ger- 
mans are  allowed  to  take  possession  of  the  British  markets,  we 
may  not  export  more  than  15,000,000  cwts.,  which  would  leave  us 
with  an  enormous  stock  to  depress  prices  next  year.  These  argu- 
ments are  supported  by  the  following  #official  statistics,  showing 
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how  much  wheat  and  wheat  flour  Great  Britain  imported  from  th 
United  States  during  the  past  thirteen  years,  cojnpared  with  th 
amount  she  imported  from  other  countries: 

Breadstuff  Exports  from  the  United  States  and  other 
Countries  to  Great  Britain,  1861  to  1873. 


Year. 

U.  S.  and  Canada. 
Cwts. 

Russia. 

Cwts. 

Germany. 

Cwts. 

France. 

Cwts. 

l86l 

..  18,998,421  .. 

4,540,483 

6,658,462 

..  1,359,882 

1862 

..  26,883,785  .. 

5.755.789 

7>93°,849 

--  1,961.835 

--  1,857,403 

'863 

--  15,067,366  .. 

4.538.934 

5,728,626 

1864 

..  11,909,328  .. 

5,129,410 

6,842,721 

. . 2,854,424 

1865 

2,027,035  .. 

8,093.989 

7,224,371 

. . 6,058,902 

1866 

1,045,830  .. 

9.  *8 1,432 

6,801,657 

. . 8,023.530 

'867 

••  5*926,739  -• 

14,166,794 

7,873,216 

..  2,140,832 

I868 

::  &&  :: 

10,055,338 

7,224,507 

7,546,688 

846,863 

I869 

9,187,236 

--  2,153.350 

I87O 

--  18,459,926  .. 

10,326,844 

4,487,773 

..  1,060,12 O 

182,262 

I87I 

..  19408,107  .. 

15.689.943 

4,258,823 

1872 

--  11,791*519  -- 

17,938,977 

9,630,000 

5,183,601 

-•  4,253,781 

1873 

..  26,041,838  .. 

3,012,911 

--  3,257,217 

ese 

figures  show  that 

Russia 

has 

been,  of 

late  years,  01 

chief  rival  in  supplying  Great  Britain  with  breadstufls.  As  Russi 
and  our  other  competitors  in  breadstuff  production  have  goo 
crops,  it  is  of  critical  importance  that  we  should  set  our  croj 
in  motion  and  take  advantage  of  our  earlier  harvest  and  of  01 
incomparable  facilities  for  moving  grain  swiftly  and  in  prodigioi 
quantities.  If  our  farmers  wait  in  the  vain  hope  of  higher  pric< 
they  will  lose  the  advantages  of  their  position,  and  the  farmers  < 
Russia,  Germany,  France,  and  the  Mediterranean  seaboard  wi 
have  time  to  forestall  us  in  Liverpool,  Bristol,  or  London.  It 
of  the  very  highest  moment  to  our  swift  recuperation  and  to  01 
financial  stability  that  we  should  be  able  to  export  this  year  ; 
heavy  an  amount  as  possible  both  of  breadstufls  and  of  othi 
products  to  Europe.  How  much  of  the  elasticity  and  recuperath 
strength  shown  last  year  during  the  panic  was  caused  by  tl 
strength  imparted  to  our  foreign  exchanges  by  the  twenty-six  mi 
lion  cwts.  of  breadstufls  which  we  exported  to  Great  Britain,  is 
question  which  has  not  been  sufficiently  considered.  Great  Britai 
it  is  computed,  will  have  to  pay  over  a hundred  millions  of  dc 
lars  for  her  imported  breadstufls  this  year.  The  expectation  th 
we  shall  be  able  to  secure  a large  part  of  this  trade  forms  one 
the  arguments  in  favor  of  a prosperous  fall  business  this  yea 
The  activity  which  so  great  a movement  of  produce  would  cau: 
throughout  the  country  would  add  considerably  to  the  other  sourc 
and  stimuli  of  our  interior  traffic.  We  trust  that  neither  oi 
railroad  companies  nor  our  fanners  will  raise  obstacles  to  its  d 
velopment  by  too  much  anxiety  to  obtain  impossible  rates.  Finall 
we  may  mention  among  the  indications  of  an  active  business 
the  immediate  future,  the  influx  of  foreign  capital,  which  is  pr 
ceeding  with  rapidity  unknown  for  some  years  past.  It  is 
maxim  of  economic  science  that  any  country  grows  most  in  indu 
trial  development  in  proportion  as  it  has  an  abundance  of  floatir 
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capital.  It  is  one  of  the  inconveniences  of  new  countries  that  in 
them- floating  capital  is  always  in  scanty  supply.  Hence,  the  rate 
of  interest  in  new  countries  rules  higher  than  in  old  countries,  and 
the  latter  lend  their  superfluous  capital  to  the  former.  In  accord- 
ance with  this  law,  England,  Holland,  France,  and  Germany  have 
all  been  lenders  of  capital  to  the  United  States.  At  present 
England  and  Holland  appear  to  be  taking  the  lead  in  this  respect, 
while  the  capital  of  Germany  and  France  is  less  disposed  than 
formerly  to  emigrate,  and  seems,  from  causes  that  would  repay 
investigation,  to  prefer  to  attach  itself  to  home  investments. 

Dr.  Edward  Young,  Chief  of  the  Bureau  of  Statistics,  has  com- 
puted the  amount  of  foreign  capital  which  has  emigrated  to  this 
country  during  the  last  twelve  years  at  1,200  millions  of  dollars. 
Other  statisticians  make  it  considerably  more.  Dr.  Young’s  esti- 
mate is  based  upon  the  excess  of  imports  over  exports.  His 
figures  are  as  follows: 

Total  Imports  of  the  United  States,  1863  to  1874. 


y tars  ended  June  30. 

Merchandise. 

Specie  and  Bullion . 

Total. 

'863  - 

$243.335,8,5 

$9,584,105  .. 

$ 252,919,920 

1864 

316,447,283 

13,115,612 

329,562,895 

& :: 

238.745.580 

9,810,072 

248,555*652 

434,812,066 

10,700,092 

445»512,I58 

1867 

1868  .. 

395.763,100 

357.430440 

22,070,475  .. 

14,188,368 

417,833.575 

371,624,808 

1869 

417.506.379 

19,807,876  .. 

437.314.253 

1870 

438,958,408 

26,419;!  79  .. 

465.377,587 

1871 

520.223,684 

21,270,024 

541,493,708 

1872 

726,595,077 

13,743,689  .. 

21480,937  .. 

640,338,766 

,873 

642,126,210 

663,617,147 

,874-  .. 

263,431,790 

21,828,698 

285,260,488 

$4,895,391,832 

..  $204,019,127  .. 

$5,099410,959 

From  these  aggregates  of  our  foreign  commerce  since  1863,  the 
imports  will  be  seen  to  have  augmented  from  253  millions  in  1863 
to  663  millions  in  1873.  These  are  all  specie  values,  as  are  also 
the  exports,  which  have  increased  from  268  million  dollars  in  1863 
to  607  millions  in  1873.  The  yearly  accounts  are  as  follows: 

Exports  of  the  United  States,  1863  to  1874. 

Merchandise.  Specie  and  Bullion . Total. 

1863  ..  $203,964*447  ..  $64,156,611  ..  $268,121,058 

1864  ..  158,837,988  ..  105,396,541  ..  264,234,529 

1865  ..  166,029,303  ..  67,643,226  ..  233,672,529 

1866  ..  348,859,522  86,044,071  ..  434,903,593 

1867  ..  292,361,225  ..  60,868,372  353,229,597 

1868  ..  281,952,899  ..  93,784,105  ..  375*737,004 

J869  --  286,117,697  ..  57,138,380  ..  343,256,077 

1870  ..  392,771,768  ..  58,155,666  ..  450,927434 

1871  ..  442,820,178  ..  98,441,988  ’ 541,262,166 

1872  ..  444,177,586  ..  79,877,534  -*  524,055,120 

1873  --  522479,922  ..  84,608,574  ..  607,088,496 

1874*  ..  276,828,879  ..  29,850,126  ..  306,679,005 

Total..  $3,817,201414  ..  $885,965,194  ..  $4,703,166,608 

• Six  months  ending  January  x,  1874.  The  figures  for  the  rest  of  the  fiscal  year  will  be 
wad  on  another  page. 
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The  apparent  balance  against  us  on  the  foregoing  tabular  state- 
ments of  exports  and  imports  amounts  to  $ 358,589,654.  With 
$211,882,456  for  freights  to  foreign  shipowners,  and  290  millions 
for  interest,  with  $ 146,861,754  for  smuggled  goods,  Dr.  Young 
gets  the  sum  of  1,007  millions  as  the  balance  of  indebtedness 
growing  out  of  the  international  trade  above  recorded.  Adding 
50  millions  to  cover  similar  debt  incurred  before  the  war  and  mak- 
ing some  further  adjustments,  1,200  millions  is  stated  as  the  present 
aggregate  of  debt  held  against  us  in  Europe.  Other  authorities 
run  the  amount  up  to  2,000  millions,  and  it  is  obvious  that  Dr. 
Young’s  estimate  undervalues,  or  omits  several  important  items. 
Still  these  figures  are  extremely  suggestive  on  the  point  of  view 
in  which  we  are  now  regarding  them.  They  illustrate  the  rapid- 
ity with  which  for  several  years  past  the  tide  of  foreign  capital 
has  been  flowing  this  way  from  the  Old  World. 

Some  persons  have  found  fault  with  this  foreign  debt.  The 
remitting  of  the  annual  interest  upon  it  they  deplore  as  a pay- 
ment of  tribute  to  foreigners.  To  escape  such  payment  theii 
remedy  is  that  we  should  pay  off  the  principal.  These  men,  it  is 
to  be  feared,  will  not  live  long  enough  to  see  their  panacea  tried. 
Some  of  them  have  evidently  fallen  into  the  habit,  which  is  toe 
common  in  our  time,  of  using  words  without  duly  weighing  theii 
meaning.  No  sensible  man  thinks  it  a degradation  to  him  to  pay 
rent  for  a house  or  a farm  or  a store,  or  to  pay  interest  upon  a 
loan  from  his  bank.  The  use  of  another  man’s  capital  is  an  ad- 
vantage which  he  is  glad  to  pay  for  at  the  market  price.  Now 
if  one  man  can  pay  interest  to  another*  why  may  not  one  nation 

pay  interest  to  another,  without,  in  either  case,  any  idea  of  tribute 

or  degradation  entering  in  the  bargain.  Probably,  at  this  momeni 
we  owe  in  one  shape  or  another  to  foreign  capitalists  nearly  1,50c 
millions  of  dollars.  Of  this  immense  sum  we  have  the  use  at  2 
stipulated  rate.  Its  amount  is  so  heavy  that  we  cannot  pay  it  i 
we  would ; its  practical  value  is  so  great  that  we  should  not  repay 
it  if  we  could.  If  it  be  asked  what  use  we  have  made  of  this 
foreign  capital  and  in  what  shape  we  have  invested  it,  an  easy 
answer  is  suggested.  We  need  not  look  further  than  to  our  rail- 
road system.  The  subjoined  table  shows  that  since  i860  we  have 
invested  in  railroads  more  than  2,000  millions  of  capital,  much  ol 
which  has  come  directly  from  foreign  capitalists: 

Capital  Invested  in  Railroads,  1860-1873. 

1873.  187?.  1871.  1869.  1867.  1865.  1 860. 

f Miles.  Miles.  Miles.  Miles.  Miles.  Miles.  Miles 

R.R.  in  New  England  States. . 5,314  . 5,107  . 4,984  . 4,300  . 3,938  . 3.834  . 3.66c 

Middle  States 14,019  . 13,242  . 12.322  . 10.752  9.555  • 8,539  • 6,70* 

Western  States ^33,772  . 32,144  . 29,319  19,765  . 15,226  12,847  . n,o6< 

Southern  States *15,353  • *4.468  . 13,751  . 11,277  . 10,126  . 9,63a  . 9,18s 

Pacific  States 2,193  • 2.412  • 2.198  . ~ 1,164  432  . *33  • a; 


Total  miles  in  U.  S 70,651  . 67,374  . 62,565  47,253  . 39,276  35,085  . 30,633 

Estimated  cost  in  mills,  of  dols.  3,784  . 3,503  . 3,253  . 2,457  • 2.042  . 1,827  L49* 

Many  different  estimates  have  been  published  as  to  the  amount 
of  foreign  capital  which  has  contributed  since  i860  to  the  exten- 
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sion  of  our  railroad  system.  These  estimates  are  too  conjectural 
and  conflicting  to  merit  notice  in  this  place.  We  content  ourselves 
with  simply  pointing  to  the  railroad  network  as  one  of  the  numer- 
ous investments  into  which  foreign  capital  has  so  copiously  poured 
itself.  Hereafter,  when  there  is  mpre  organization  among  the  for- 
eign currents  of  investment,  we  may  be  able  from  the  collection 
of  interest  and  from  other  data  to  obtain  some  trustworthy  aggre- 
gate of  the  foreign  capital  which  is  distributed  in  railroad  securi- 
ties, United  States  bonds,  municipal  securities,  and  other  descrip- 
tions of  investment.  At  present,  all  we  can  learn  is  summed  up 
by  our  bankers,  who  know  most  about  it,  in  the  brief  statement 
that  it  is  over  1,000  millions,  and  is  increasing  faster  than  usual. 
If  this  last  statement  be  true,  and  it  is  confirmed  on  all  sides, 
then  we  repeat  our  inference  that  these  foreign  funds  if  they  come 
here  at  all  must  come  in  the  shape  of  floating  capital.  This  capi- 
tal cannot  fail  to  give  a new  impulse  to  the  wheels  of  industry. 
It  offers  an  additional  reason  to  expect  a lively  activity  in  the 
fall  trade. 


THE  NATIONAL  DEBT  AND  THE  PUBLIC  CREDIT. 


Mr.  Bristow  has  reason  to  be  satisfied  with  the  arrangements 
made  at  the  beginning  of  this  fiscal  year  for  the  negotiation  of 
his  new  Fives.  We  hear  from  London  that  the  prospects  there 
are  improved  by  our  quiet  suppression  of  the  New  Orleans 
difficulty,  and,  that  a third  call  for  five-twenties  will  shortly  be 
made  to  the  amount  of  fifteen  millions.  The  Secretary  is  preparing 
his  annual  Report  for  Congress,  and  he  has  published  the  aggregates 
of  the  receipts  and  expenditures  of  the . Treasury  for  the  fiscal 
year  ending  30th  June,  1874.  To  these  statistics  we  append  a com- 
parison of  previous  official  statements,  in  order  to  present,  in  a suc- 
cinct form,  the  history  of  the  Treasury  during  the  fiscal  year. 
The  subjoined  table  shows  the  estimates  of  Mr.  Secretary  Richard- 
son, in  his  last  annual  report,  and  it  gives  side  by  side  with  these 
the  actual  revenue  and  outlay  as  now  announced  by  Mr.  Secre- 
tary Bristow.  Moreover,  to  show  the  irregularities  caused  by  the 
panic,  we  give  also  the  separate  figures  of  the  first  two  quarters 
of  the  fiscal  year.  The  table  is  as  follows : 

Treasury  Receipts  and  Expenditures,  Fiscal  Year  1873-4. 


Net  Receipts. 


Estimates  for 
year  ending 
June  30,  '74. 

Customs $160,195,403 

Internal  revenue. . - 94,840454 

Public  lands 2,073,768 

Miscellaneous 11,843,867 


A dual , 
first  quarter 
ending  Sept. 
3°>  *873 


- $ 49-I95-40J 

• 25.640.454 

• , 573.768 

. 6,443,867 


Total  $268,953,492  .$81,853492 


Actual , 

second  quarter 
ending  Dec. 
3*.  *873. 

• $31,398419 

. 22,508,065 

5°«.53» 

213,545 


Actual, 

for  year  ending 
yune  30, 
1874. 

. $ 163,103,834 
- 109,439,823 
1,852429 
14,053.779 


.$56,521,597  .$288^49,855  • 
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Net  Expenditures. 


Actuals  Actual,  Actual , 

tint  quarter  second  quarter  for  year  ending 
Estimates  ending  Sept.  ending  Dec.  June  30, 

/or  year.  30,  1873.  31,  1873.  1874. 

Civil  & miscell’eous  $ 67,722,294  .$*18,674,240  .$20,044,238  . $69,655,525 

War  department .. . 47*795*°53  * 13*795»°53  • ”*349*378  . 42,3*3*9*7 

Navy 27.792.454  . 9*792,454  * 8,343,211  . 30,932,587 

Indians 9408,715  . 2,908,715  . 2,362,830  . 6,692462 

Pensions  30478,156  8,698,156  6,842,316  . 29,038414 

Interests 107,051,907  . 37,051,907  13,881,403  * 106,090,920 


Total 


$290,248,000  .$90,020,525 


. $ 62,823,377  . $ 284,723,635 


These  figures  compare  as  follows  with  the  receipts  and  expendi- 
tures of  previous  years: 


Treasury  Receipts  and  Expenditures  for  the  Fiscal  Years 

1869-1874. 


Net  Receipts. 

Customs $ 163,103.834  $ 188,089.522  $ 2x6,370,286  $ 206,270,208  $ 194.538,374  $ 180.048.426 

Internal  rev..  109,439.823  . 120,559351  137**65,374  . 143098,153  184,898,756  158,356,460 

Public  lands. . 1,852.429  . 2,862,312  . 2,575,714  . 2388.646  . 3.350,481  4,020,344 

Miscellaneous  14.053779  . xo.141.282  . 7,842,794  . 22,093,541  . 12,942,118  . 13997.338 


Total $288,449,855  $ 321,663,467  $ 363.954*3^8  $ 373.850.548  $ 395-73*  *°*9  $ 356,422.56* 


Net  Expenditures. 

1874.  1873.  1872  1871.  1870.  1869. 

Civil  & misc. . $69,655,525  .$73,328,110  $60,984,757  $60,481,991  $53,237,461  $56,474,061 


dept 42.313,927  . 46.323,138  35*372.157  • 35.799*99*  57.655675*.  78.50199° 

Navy  30,93*, 587  • 23,526.256  . 21.249800  19,431.027  . 21,780,229  . 20,000.753 

Indians 6692.462  . 7.951,705  • 7.061,729  . 7,426,997  . 3.407  938  . 7,042,923 

Pensions  ....  29,038414  . 29,359,427  . 28.533402  . 34.443,894  . 28,340,702  . 28,476,621 

Interest  106,090.920  . 104.236,482  . 116.607,979  . 125.576  565  . 129  235.498  . 130,694,242 


Total $ 284,723,635  $ 285,718,118  $ 269.809,834  $ 283,160,405  $ 293,657,003  $ 321,190,595 

The  aggregates  giveri  in  the  first  of  these  tables  have  special 


interest  just  now  for  several  reasons : First,  this  fiscal  year 

opened  with  the  expectation  of  a deficit,  and  the  public  naturally 
wish  to  know  the  exact  results  of  the  year.  Secondly,  the  Treas- 
ury, in  time  of  peace,  has  had  to  resort  to  an  expedient  of  war 
finance.  Paper  money,  for  the  first  time  since  the  adoption  of  the 
Federal  Constitution,  has  been  issued  for  other  than  war  purposes. 
Twenty-six  millions  of  greenbacks  have  been  added  to  the  out- 
standing circulation  during  the  year.  Thirdly,  the  ordinary  rev- 
enues have  been  disturbed  by  the  severest  panic  from  which  the 
country  has  suffered  since  1857  and  1861. 

The  falling  off  in  the  customs,  caused  by  the  crisis  of  last  year, 
was  about  ten  millions,  and  the  falling  off  in  the  internal  revenue 
was  six  millions.  Besides  this,  the  Navy  expenditure  was  increas- 
ed about  four  millions  by  the  Cuban  difficulty.  Hence,  the  dif- 
ference against  the  Treasury  was  about  twenty  million  dollars  dur- 
ing the  first  half  of  the  fiscal  year. 

In  view  of  these  facts,  it  is  gratifying  to  find  that  the  aggre- 
gate receipts  of  the  Treasury  for  the  year  were  twenty  millions 
more  than  the  estimates.  Of  this  excess  the  internal  revenue 
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yielded  sixteen  millions,  and  the  customs  three  millions.  On  the 
other  side,  the  expenses  of  the  Government  were  economized; 
the  war  department  saved  five  millions,  and  the  Indian  Bureau 
three  millions.  But  for  the  Cuban  trouble  with  its  four  millions 
of  .extra  expenditure,  we  should  have  spent  ten  millions  less  than 
the  estimates  for  the  year.  As  it  is,  we  have  spent  nearly  six 
millions  less.  Turning  now  to  the  public  debt,  we  find  that  the 
gold-bearing  bonds  on  the  30th  June,  1873,  were  J»^9S  millions. 
A year  later,  on  the  30th  June,  1874,  the  aggregate  was  1,724 
millions.  Hence,  it  appears  that  27  millions  had  been  added  to 
the  funded  debt  during  the  year.  To  counterpoise  this  increase 
on  the  principal  a saving  was  effected  in  the  rate  of  interest. 
Sixty  millions  of  Sixes  were  converted  into  Fives;  the  latter  hav- 
ing risen  from  414  millions  in  June,  1873,  to  510  millions  in 
June,  1874,  while  the  Sixes  during  the  same  period  were  reduced 
from  1,281  millions  to  1,213  millions.  These  changes  are  illus- 
trated in  the  following  table: 

Changes  in  the  National  Debt,  June  30,  1863,  to  August 

3X>  i874* 


Funded.  Jum  30,  1873.  June  30,  1874.  July  31,  1874.  Aug.  31,  1874. 

Fives. $414,567,300.  $510,628,050.  $511,025,200.  $511,025,200 

Sixes 1,281,238,650  . 1,213,624,700  . 1,213,228,050  . 1,213.228,050 

t Total 1,695,805,950  . 1,724,262,750 . 1,724,253,250 . 1,724,253,250 

Unfunded...  452,012,763.  419,835,491.  417,552,127.  415,925,364 


Total  debt.  $2,147,818,713.  $2,143,088,241  . $2,141,805,377.  $2,140,178,614 

This  table  carries  forward  the  comparison  to  the  first  of  Septem- 
l>er.  It  also  contains  the  aggregates  of  the  unfunded  debt,  the 
details  of  which  compare  as  follows  : 

Changes  in  the  Unfunded  Debt,  30TH  June,  1873,  to  31ST 
August,  1874. 


Greenbacks 

Fractional  currency. . . 

Four  per  cents 

Past  due  debt 

Accrued  interest 

Navy  pension  fund . . . 
Gold  notes 

June  30, 1873. 

$356,079,967  - 
44,799.365  • 

678,000  - 
51,929,710  . 
42,356,652 . 
14,000,000  . 
39,460,000  . 

June  30,  1874. 

$382,076,732  . 
45,881,295  . 

678,000  . 
3,216,590  . 

38,939,087  . 
14,000,000  . 
22,825,100  . 

July  31,  1874. 

$382,076,707  . 
45,719,792  • 
678,000  . 
2,740,830  . 
26,894,238  . 
14,000,000  . 
33,469,000  . 

Aug.  31, 1874. 

$3  82,076,697 

45.797,675 

678,000 

2,578440 

29,356,5" 

14,000,000 

29,141,250 

Total 

549,303,694 . 

506,940,072 . 

505,578,569  . 

503,628,524 

I^ess  gold  balances 

87,507,402 . 

74,205,304 . 

71,113,210  . 

71,083,928 

Total 

461,796,292  . 

432>734>768  . 

434,465.359  - 

432,543,596 

currency  balances 

9.78.3.529  - 

14,576,010  . 

16,913,232  . 

16,619,232 

Net  unfunded  debt. . 

$452,012,763  . 

$419.835491  . 

$4I7,552,«29  - 

$415,925,364 

Several  changes  are  noteworthy  in  this  part  of  the  public 
debt.  First,  the  greenbacks  were  raised  to  382  millions  from 
35b  millions,  the  amount  to  which  they  were  reduced  by  Mr. 
McCulloch  in  December,  1867.  After  remaining  at  this  ag- 
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gregate  for  nearly  six  years,  the  greenbacks  were  increased  to 
supply  the  Treasury  with  funds  after  the  financial  crisis  of  Sep- 
tember, 1873.  It  has  been  affirmed  by  some  persons  that  this  in- 
crease of  greenbacks  was  made  during  the  height  of  the  panic. 
This  is  not  so,  as  will  be  seen  from  the  subjoined  table  showing 
the  state  of  the  unfunded  debt  at  the  close  of  the  panic  and  for 
some  months  afterward : 

Greenback  Expansion,  September,  1873,  Tb  February,  1874. 

Sept.  30,  1873.  Dec.  3X,  *873.  Jan.  31,  1874.  Feb.  28,  1874.  Mck.  31,  1874 


Greenbacks $356,079,742  $378,481,339  .$381,794,099  .$ 38c, 078.592  .$382,076,837 

Fractional  currency 46,929,392.  48,5x4,792.  47,793,333.  48,640,494.  49,102,660 

Four  per  cents. 678,000.  678,000.  678,000.  678,000.  678  oo*> 

Past  due  debt 15,756,130.  11,070880.  15.176  550.  9,813,390.  6.852800 

Accrued  interest . ...  33,083,523.  43,547.025.  30,415,576.  28,055,065.  29,676  601 

Navy  pension  fund 14,000,000.  14,000,000.  14,000,000.  14.000.000.  14,000,000 

Gold  notes 33,935  400  . 37»543.3<»  45,004,000  . 40,569,800  . 37.<M5 000 


Total.  408,732,187.  533,835,336  • 534861,488.  523.835,341-  5t9-43*-898 

Leu  gold  balances 80.246,757  . 91,479.109  . 85,359,369  . 85.588,222  . 86,121,329 


, Tolal  • • 418,515,430  441,356  327  449,502,119.  438,247,119.  433  3«o5i9 

Less  currency  balances.  3,289,032.  4,277,859.  4,781,205.  3.737*754-  4.5*6,451 


Net  unfunded  debt  $415,226,398  $437,078,376  $444,720,914  $434,519363  $428,784,068 


These  statistics  show  that  at  the  close  of  September,  when  the 
panic  was  over,  no  new  issues  of  greenbacks  had  taken  place. 
In  October  five  millions  were  issued,  in  November  six  millions, 
and  in  December  eleven  millions;  in  January  three  millions,  and  in 
February  one  million,  when  the  issue  ceased.  Thus  it  appears 
that  the  whole  twenty-six  millions  of  greenback  issues  were  distri- 
buted over  five  months,  after  which  the  Treasury  revenues  began 
to  augment  so  that  no  further  issues  were  needful. 

It  would  be  a serious  contingency  for  the  national  credit  if  this 
issue  of  greenbacks  should  ever  be  regarded  as  a precedent  in 
future  emergencies  of  the  Treasury.  We  must  not  dismiss  the 
figures  before  us  without  a word  or  two  about  the  gold  balance 
of  the  Treasury,  which  compares  as  follows  for  the  periods  under 
review : 

Gold  Owned  by  the  Treasury — June,  1873,  to  August,  1874. 


Jutu  30,1873.  7*^/^30,1874.  July  31,1874.  Aug.  31.1874. 

Gold  in  Treasury $87,507,402  . $74,205,304  . $71,113,210  . $ 71,083,928 

Less  gold  notes 39,460,000  . 22,825,100  . 33,469,000  . 29,141,250 


Net  balance  owned  by 

the  Treasury.. $48,047,402  . $51,380,204  . $37,644,210  . $41,942,678 


On  these  figures  the  point  has  been  raised  whether  the 
Treasury  ought  not  to  keep  a larger  reserve  of  gold.  This  ques- 
tion has  been  much  disputed.  We  have  not  space  to  discuss  the 
conflicting  arguments.  In  an  early  issue  we  shall  probably  have 
to  recur  to  this  aspect  of  the  national  credit  and  of  the  best  ex- 
pedients for  sustaining  it. 
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THE  RISE  OF  WAGES  IN  GERMANY. 

It  is  one  of  the  established  maxims  of  political  economy 
that  wages  are  slow  to  rise  when  any  great  inflation  of  values  oc- 
curs— such  as  happened  during  our  civil  war.  Still,  in  other 

countries,  as  in  the  United  States,  there  are  certain  general  laws 
which  control  these  changes;  and  however  slow  the  advance,  it 
is  sure.  Hence,  economists  have  been  on  the  alert  to  predict  the 
perturbations  in  the  wages  of  labor  which  the  recent  great  inflation 
of  other  values  in  Germany  ought  to  develop.  Some  figures  have 
been  recently  published  as  to  the  effects  produced  so  far  by  the 
existing  inflation  on  the  course  of  wages  in  Germany. 

The  building  trade,  which  employs  a large  number  of  artisans, 
is  taken  as  indicating  with  much  exactness  the  state  of  other  in- 
dustries so  far  as  regards  wages  generally  paid.  Starting  from 

1848,  a mason  or  carpenter  received  22^  sgr.  (55  cents),  and 

occasionally  as  much  as  27^  sgr.  (68  cents),  or  1 thaler  (80 
cents)  for  a day’s  work  of  11  hours;  after  the  first  strike,  which 
took  place  in  the  summer  of  1869,  in  consequence  of  a new  trade 
regulation  act,  the'  rate  of  wages  rose  to  1 thaler  (80  cents)  as 
the  basis.  Since  May,  1872,  employers  have  had  to  give  to 

1 thalers  ($1*05  to  $1*20);  a considerable  number  of  men  re- 
ceiving even  higher  wages.  Although  in  the  spring  of  1873  the 
activity  among  builders  was  reduced  in  consequence  of  the  enor- 
mous cost  of  materials  and  the  unwillingness  to  contract  in  ad- 
vance at  distinct  prices  and  specified  times  for  the  completion  of 
buildings,  and  the  moment  was  therefore  not  highly  favorable  for 
the  workmen  employed  to  agitate  for  higher  remuneration,  yet 
wages  further  advanced,  mainly  because  the  masters  wished  to 
stimulate  by  every  means  the  activity  of  their  men.  In  July,  1873, 
master  masons,  on  the  average,  obtained  T th.  27-9  pf.  ($1*47); 
carpenters,  1 th.  27-1  pf.  ($1-46);  journeyman  masons,  1 th.  157 
pf  ($ri8);  journeyman  carpenters,  1 th.  16*2  pf.  .($  1*20). 

As  to  the  apprentices,  a number  of  them  now  earn  as  much  as 
journeymen  earned  five  years  ago.  The  masters  who  belong  to 
the  society  founded  in  1872,  and  who  employ  three-fourths  of  the 
masons  and  carpenters  in  Berlin,  have  endeavored  to  counter- 
the  efforts  of  the  workmen’s  unions  to  introduce  the  sys- 
tem of  the  normal  working-day,  by  paying  by  the  job.  For  this 
normal  working-day  means  nothing  less  than  that  each  workman, 
good  or  bad,  lazy  or  industrious,  quick  or  slow,  should  receive 
lor  his  work  just  as  much  as  his  fellow  laborers.  To  what  ex- 
tent such  efforts  raise  the  cost  of  house-building,  and,  consequently, 
rents,  the  following  figures  indicate:  According  to  the  results  of 

5°  new  buildings  out  of  each  year  from  1862  to  1873,  it  was 
found  that  in  1868  each  journeyman  laid  618  stones,  but  in  1873 
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only  304;  and  at  the  same  time  wages  had  risen  100  per  cent. 
It  is  reasoned  from  this  that  -increased  masons1  wages  caused  a 
fourfold  rise  in  prices  within  the  latter  period.  It  has  only  been 
possible  for  the  building  trade  to  bear  the  gradual  doubling  of 
wage-expenses  because  there  was  no  outside  competition.  Bounds 
are,  however,  set  at  the  point  where  new  building  stops  or  is 
lessened  in  consequence  of  the  diminished  supply  of  labor  and  the 
high  wages  of  mechanics.  According  to  the  report  before  us,  this 
result  has,  in  fact,  been  developed  more  or  less  in  1873. 

These  statistics  throw  light  on  one  or  two  questions  which  have 
been  mooted  for  some  years  past,  as  to  the  various  conditions 
which  regulate  the  rise  and  fall  of  wages.  Take  for  example  the 
costly  fallacy  that  wages  cannot  rise  without  trades-unions.  A hun- 
dred years  ago,  Adam  Smith  said  that  the  masters  might  be  re- 
garded as  bound  together  by  a combination  whose  object  it  was  to 
keep  down  the  rate  of  wages.  From  a misapplication  of  Adam 
Smith’s  somewhat  vague  dictum,  the  trades-union  leaders  have 
adroitly  argued  that  if  the  employers  are  in  a permanent  conspir- 
acy to  keep  wages  down,  the  men  are  bound  to  protect  them- 
selves, and  should  try  to  put  wages  up  by  a similar  hostile  con- 
federation. Thus,  in  Pennsylvania,  during  the  disastrous  strikes  of 
recent  years,  the  union-leaders  have  frequently  steadied  the  waver- 
ing ranks  of  their  defeated  supporters  by  reminding  them  of  the 
old  rates  of  wages  that  prevailed  a score  of  years  ago,  when  there 
was  “ no  union  to  protect  the  men  against  the  grasping  avarice 
of  the  masters.” 

Everywhere  the  same  cunning  tactics  have  been  used  by  the 
demagogues  who  aspire  to  be  chiefs  of  trades-union  movements. 
In  Germany,  there  are  and  have  been  agitators  of  this  stamp,  but 
it  does  not  appear  that  the  rise  in  wages  has  been  due  to  any- 
thing these  unions  have  done  to  develop  it.  At  least,  all  that 
they  can  justly  claim  to  have  accomplished  in  Germany  or  in  this 
country,  is  simply  to  hasten  in  point  of  time  a movement  which 
on  other  accounts  was  inevitable,  and  would  have  taken  place 
just  as  certainly  without  the  trades-unions  as  with  them.  This 
view  is  confirmed  by  Mr..  Brassey  in  his  admirable  book  on  Work 
and  Wages.  He  cites  the  case  of  the  famous  engine-building 
factory  at  Creuzot,  where  ten  thousand  persons  are  employed,  and 
the  annual  wages  amount  to  two  millions  of  dollars.  Mechanics 
were  paid,  when  the  establishment  was  first  created,  at  the  rate 
of  2^  francs  a day.  Between  1850  and  1866,  the  mean  rate  ad- 
vanced from  50  cents  to  75  cents  per  head,  or  thirty-eight  per 
cent.,  and  some  men  earned  from  $ 1.60  to  $ 2.00  per  day. 
Compare  what  has  occurred  elsewhere  with  what  has  taken  place 
at  M.  M.  Schneider’s  at  Creuzot.  At  M.  M.  Schneider’s,  without 
the  assistance  of  a trades-union,  the  working  people  have  obtained 
during  the  last  seventeen  years,  an  augmentation  of  wages  of 
thirty-eight  per  cent.  In  England,  during  the  corresponding 
period,  the  most  powerful  of  all  the  trade  societies,  with  an  ac- 
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cumulated  fund  of  jQ  149,000,  has  found  it  impossible  to  secure 
any  increase  in  the  earnings  of  it$  members. 

Professor  Cairaes,  in  his  work*  on  political  economy,  sums  up  a 
singularly  able  argument  on  this  side  of  the  question  as  follows: 
“The  utmost  power  which  I am  disposed  to  concede  to  trades- 
unions  over  wages,  where  they  seek  their  ends  by  compelling  a posi- 
tive increase,  is  that  of  accelerating  an  advance,  already,  so  to  speak, 
in  the  air,  and  which  would  come  in  the  end  without  their  inter- 
vention. Where  strikes  have  been  permanently  successful,  where 
they  have  not  merely  gained  to-day  what  will  be  lost  to-morrow, 
but  have  issued  in  a permanently  improved  condition  of  the  work- 
men, I believe  the  explanation  of  their  success  will  always  be 
found  in  a state  of  trade  exceptionally  prosperous  which  would  in 
any  case  before  long  have  attracted  an  increase  of  capital,  and  re- 
sulted in  an  enlarged  demand  for  labor.” 

In  the  economics  of  Germany,  several  great  forces  are  at  work 
to  disturb  the  standard  of  wages.  First,  we  note  the  perturbation 
due  to  the  war,  which  withdrew  a million  of  men  from  productive 
labor,  and  threw  the  organized  mechanism  of  the  country  into  a 
temporary  confusion  from  which  it  has  been  slow  to  recover. 
Next,  there  is  the  disturbance  due  to  the  breaking  up  of  the  old 
guilds  mentioned  on  page  265  of  this  issue.  Again,  they  have  the 
inflation  which  is  due  to  the  large  influx  of  capital  exacted  from 
France  as  indemnity.  Finally,  there  is  the  impulse  which  war 
never  fails  to  impart  to  the  industrial  energies  of  nations  in  mod- 
em times.  Such  are  some  of  the  causes  which  have  stimulated 
the  demand  for  labor,  and  have  thus  enhanced  the  rate  of  wages. 

This  advance,  however,  is  distributed  with  much  inequality  in 
various  parts  of  Germany.  It  is  to  be  regretted  that  so  few  ac- 
curate and  trustworthy  statements  have  been  published  in  regard 
to  this  part  of  the  labor  question. 

The  second  of  the  causes  just  enumerated  has  been  expounded 
by  Herr  Dannenberg,  in  an  able  workt  which  well  deserves  to  be 
translated  and  republished  in  this  country.  It  is  the  only  German 
treatise  we  are  acquainted  with  that  discusses  with  intelligence  and 
moderation  certain  important  aspects  of  the  labor  question  from 
the  workman’s  point  of  view. 

Its  author  took  a prominent  part  in  the  first  Assembly  for  the 
discussion  of  the  social  question,  at  Eisenach,  in  October,  1872. 
He  traces  the  spread  of  communistic  opinions  among  the  mechan- 
ics of  Germany  to  their  true  cause.  This,  he  says,  is  not  trades- 
unionism,  which  is  rather  adverse  to  these  opinions  than  other- 
wise. Communistic  and  socialistic  doctrines  chiefly  owe  their 
recent  active  progress  to  the  destruction  of  the  guilds,  and  to  the 
consequent  dislocation  of  the  old  industrial  economy.  The  an- 

* Some  Leading  Principles  of  Political  Economy,  Newly  Expounded  by  J.  E.  Cairnes, 
Emeritus  Professor  of  Political  Economy,  in  University  College,  London.  New  York:  Harper 
ft  Bros.,  1874. 

t Das  Deutsche  Handwerk  und  die  sociale  Frage.  Von  J.  F.  Dannenberg.  Leipzig. 
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cient  organization  of  labor  has  been  swept  away,  and  has  not 
been  replaced  by  a new  one.-  Man — working  man  especially — 
seeks  something  to  lean  upon.  If  he  no  longer  finds  it  in  the 
old-established  basis  of  customary  relations  with  workmen,  he  will 
be  fain  to  catch  at  it  in  whatever  new  shape,  and  from  whatever 
new  quarter  it  is  offered.  This,  according  to  Herr  Dannenberg, 
is  a fruitful  source  of  the  ready  receptiveness  in  Germany  of 
communistic  opinions.  “ When,”  says  he,  “ the  old  guild  of  mast- 
ers, journeymen,  and  apprentices  ceased  to  exist,”  its  place  was  in 
part  left  vacant,  and  in  part  supplied  by  the  new  trades-unions. 

For  these  trades-unions  are  in  reality  nothing  more  than  the 
middle  section  of  the  old  guilds,  surviving  while  the  upper  and 
lower  sections  have  been  lopped  off.  The  trades-union  being  thus 
a separate  journeyman’s  guild,  pursues  its  exclusive  class  interest, 
and  arrays  the  journeymen  against  the  masters  on  the  one  side, 
and  against  the  apprentices  on  the  other.  The  natural  result  of 
such  hostility  has  followed.  The  masters  as  soon  as  they  began  to 
suffer  the  disadvantages  of  isolation,  set  to  work  and  organized 
their  union  to  confront  the  union  of  the  journeymen.  And  thus, 
instead  of  one  guild,  they  built  up  two  guilds,  each  of  which  has  for 
its  main  object  to  maintain  its  force  on  a war-footing  against  the 
other.  Those  who  fare  worst  between  the  belligerents  are  the 
third  class,  the  apprentices,  who  completed  the  old  organization, 
and  for  whose  interest  (that  of  training  in  the  craft  by  which  they 
are  to  live)  nobody  now  cares  at  all.  The  next  step  in  the 
downward  progress  of  this  retrograde  development  is  suggested  by 
our  author  to  be  the  inevitable  sacrifice  of  skill  and  training  on 
the  part  of  the  rising  generation  of  handicraft  workmen.  He  sums 
up  the  argument  as  follows: 

“The  preference  which  has  hitherto  been  awarded  to  the  German 
artizan  in  other  countries,  has  been  mainly  founded  on  the  more 
thorough  training  which  the  apprentice-worker  has  hitherto  re- 
ceived in  Germany.  No  one  will  pretend  that  the  German  has 
innate  aptitudes  for  technical  excellence  superior  to  those  possessed 
by  the  French  or  English  workman;  and  if  the  German  in  Paris 
excelled  the  Frenchman  in  tailoring,  shoemaking,  musical,  mathe- 
matical, and  surgical-instrument  making,  &c.,  his  superiority  was 
not  caused  by  the  Frenchman’s  inferior  aptitude  for  those  branch- 
es, but  by  the  fact  that  so  thorough  an  apprenticeship  system  did 
not  exist  in  France  or  England.  The  relaxation  therefore  of  that 
system  in  Germany,  must  not  only  make  itself  felt  in  the  internal 
industrial  economy  of  our  own  country,  but  must  have  the  most 
serious,  consequences  as  regards  estimation  in  which  the  German 
working-class  has  hitherto  been  held  in  other  countries.” 

Whether  there  is  any  prospect  that  the  apprentices  will  prevent 
these  evil  results  by  forming  their  own  unions  in  imitation  of  the 
unions  of  their  elders,  is  a question  which  Herr  Dannenberg 
leaves  with  other  problems  for  future  discussion  to  solve. 
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POLITICAL  ECONOMY;  HOW  AND  WHERE  TO 

STUDY  IT. 

By  Dr.  George  Marsland. 

Political  economy,  says  Heinrich  von  Storch,  is  the  science 
which  treats  of  the  forces  that  cause  a nation  to  grow  in  wealth. 
Now  there  are  three  countries  in  which  those  forces  exhibit  extra- 
ordinary activity  at  this  moment.  In  them,  therefore,*  economic 
science  is  just  now  to  be  studied  with  unusual  advantage. 
These  countries  are  Germany,  France,  and  the  United  States.  In 
Germany  several  economic  changes  of  first-rate  magnitude  are 
going  on  that  have  already  started  a rapid  development  of 
industrial  life,  the  future  course  and  value  of  which  are  vari- 
ously estimated.  Of  these  economic  changes,  one  of  the  most 
important  is  the  dissolution  of  the  ancient  guilds  v in  1869.  By. 
that  event  mechanical  industry  in  Germany  was  set  free  from 
shackles  of  mediaeval  origin  which  had  long  lost  their  use.  From 
a practical  benefit  and  a personal  safeguard  to  the  German 
mechanic,  these  guilds  had  become  a fetter  and  a burden.  Accor- 
dingly German  industry  has  made  immense  strides  since  its  stal- 
wart limbs  shook  themselves  loose  from  these  galling  and  mis- 
chievous restrictions. 

The  result,  however,  has  not  been  unmixed  good.  One  of  its 
worst  fruits  is  the  fight  between  labor  and  capital.  This  struggle 
in  Germany  presents  not  a few  eccentric  and  amusing  features.  A 
foreigner  with  difficulty  understands  them,  and  vainly  attempts  to 
appreciate  their  force.  They  arise,  for  the  most  part,  from  these 
old  guilds,  and  from  the  inveterate  customs  and  habits  which, 
being  established  through  many  centuries,  die  out  slowly.  Like  a 
moss-grown  tower  or  a ruined  keep,  they  serve  as  memorials  of 
mediaeval  civilization  in  the  midst  of  the  modem  fabrics  which  a 
new  age  is  rearing  and  multiplying  around  them. 

Another  economic  change  in  Germany  is  due  to  the  establish- 
ment of  the  Empire,  with  its  powerful  mechanism  for  the  uni- 
fication of  the  40  millions  of  people,  whose  industrial  develop- 
ment was  so  long  checked  by  their  division  into  a multitude  of 
States.  Accustomed  to  the  expansive  freedom  of  industry  which 
prevails  in  this  country,  we  can  hardly  comprehend  the  rigid 
organization  of  Germany  prior  to  1869.  Here  a mechanic  may 
go  where  he  likes,  and  if  he  is  a good  workman  with  a small 
capital,  he  may  get  a living  by  opening  a shop  in  any  State  in 
the  Union.  If  one  location  does  not  suit  him  he  requires  no 
license,  passport,  or  governmental  permission  to  enable  him  to 
quit  his  place  of  labor  and  choose  one  that  suits  him  better.  In 
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Germany  no  such  easy  transfer  was  possible.  Even  now  the  mili- 
tary laws  somewhat  impede  it,  but  the  chief  impediments  were 
swept  away  by  the  suppression  of  the  guilds,  and  their  fragments 
are  rapidly  melting  before  the  resistless  forces  of  national  soli- 
darity which  have  fused  and  welded  into  one  the  German  Empire. 

These  industrial  changes  have  received  a wonderful  impulse 
from  the  new  wealth  which  has  been  poured  into  Germany  since 
the  treaty  with  France  of  10th  May,  1871.  By  that  treaty,  as  we 
recently  explained  in  detail,  Germany  was  to  receive  as  indemnity 
for  the  expenses  of  the  war  5 milliards  of  francs,  or  1,000  mil- 
lions of  dollars  in  installments  of  $ 200,000,000,  with  interest  at 
five  per  cent,  till  the  annual  • dates  of  payment.  On  the  1 5th 
March,  1873,  $700,000,000  had  been  paid,  and  a convention  was 
made  that  the  remaining  $300,000,000  should  be  paid  up  by  the 
5th  September,  1873,  with  interest  and  other  payments  amounting 
to  about  $88,000,000.  This  arrangement  was  carried  out,  and 
instead  of  the  payments  extending  into  1875,  ^ agreed  by  the 
original  treaty  of  May,  1871,  the  whole  transaction  was  closed  5th 
September,  1873.  Thus  the  transfer  to  Germany  of  1,110  millions 
of  capital  was  completed  in  twenty-eight  months  instead  of  forty- 
six  months,  as  was  originally  proposed. 

What  movements  this  prodigious  influx  of  money  into  Germany  is 
capable  of  setting  in  operation,  human  foresight  cannot  predict. 
History  offers  us  no  precedent  by  which  to  guide  our  conjectures. 
We  are  too  near  to  the  sources  of  these  vast  currents  of 
financial  and  industrial  energy  to  be  able  to  estimate,  with  any 
precision,  their  future  extent,  their  probable  course,  or  the  social 
and  political  reforms  they  may  instigate  in  Europe.  For  this 
very  reason,  these  economic  activities  may  be  studied  to  more 
advantage.  Dr.  Arnold  says  of  Aristotle  that  he  had  such 
means  as  may  never  recur  for  the  study  of  political  philosophy  and 
the  art  of  government,  because  he  had  free  access  to  the  150 
separate  States  which  were  established  on  the  shores  of  the 
Mediterranean,  and  in  which  he  could  explore  the  earliest  as  well 
as  the  latest  stages  of  political  growth.  If  we  apply  Dr.  Arnold’s 
principle  in  our  present  discussion,  we  may  say  that,  for  the  study 
of  economic  growth,  Germany  offers  at  present  a thousand  advan- 
tages analogous  to  those  claimed  for  Aristotle  in  a kindred  science 
by  his  access  to  the  ancient  commonwealths  of  the  Mediterranean 
sea-board.  For  in  the  German  empire,  comprising  a multitude  of 
governments  and  peoples  of  various  development  in  agricultural, 
commercial  and  manufacturing  industry,  the  new  financial  forces 
which  we  have  briefly  sketched  have  been  recently  set  in  violent 
activity;  and,  as  Leonardo  da  Vinci  somewhat  quaintly  says  of 
another  science,  political  economy  “must  be  studied  in  facts  as 
well  as  in  books,  and  we  must  learn  from  Nature  herself  as  well 
as  from  authors,  who  are  only  her  clerks.” 

Passing  from  Germany  let  us  look  next  to  France  as  a theatre 
for  the  study  of  political  economy,  and  as  a field  for  the 
exploration  of  the  facts  of  industrial  growth.  The  first  point 
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that  solicits  notice  is  the  depletion  of  capital  which  France  haS 
so  recently  suffered.  She  has  lost  what  Germany  has  gained. 
How  the  industry  of  France  can  fail  to  experience  a deficiency  of 
floating  capital  when  all  the  channels  of  the  money  market  have 
been  drained  to  pay  the  indemnity  and  to  liberate  French  soil 
from  the  German  army,  is  but  one  question  out  of  a multitude 
which  are  rasked  every  day  without  response.  The  ease  with 
which  the  payment  was  managed,  and  the  slight  disturbance  it 
appeared  able  to  make  in  the  currents  of  business  and  finance 
have  not  wholly  destroyed  the  suspicion  that  a reaction  must 
come,  and  that  sooner  or  later  the  French  must  suffer  more  than 
they  have  yet  suffered. 

Against  this  sinister  prophecy  it  is  urged  that  unless  France 
weaken  her  public  credit  and  exhaust  her  depleted  resources 
by  pretentious  military  expenditure,  there  is  no  such  danger  as  is 
predicted.  It  is  true  that  the  late  war  has  increased  the  debt  of 
France  and  has  burdened  her  Treasury  with  some  300  million  francs 
of  interest  But  this  burden  can  be  borne  if  the  war  expendi- 
ture be  kept  down.  The  annual  income  of  the  French  people 
the  London  Times  estimates  at  30  milliards.  If  each  individual 
averages  500  francs  of  expenditure,  a population  of  38,000,000 
gives  an  annual  outlay  of  19  milliards.  The  central  Government 
consumes  two  and  a-half  milliards  and  the  communes  another 
half  milliard,  bringing  up  the  total  expenditure  to  22  milliard^  a 
year.  Ffom  these  data  the  Times  infers  that  the  French  people 
produce  8 milliards  more  a year  than  they  consume.  This  being 
so,  the  savings  of  the  French  people  in  two  years  would  amount  to 
triple  the  sum  lately  paid  to  Germany.  Moreover,  the  French  were 
not  obliged  to  supply  the  whole  capital,  but  investors  all  over 
Europe  were  glad  to  lend  them  what  they  needed.  Several  mil- 
liards were  offered  more  than  was  required,  in  full  assurance  of  a 
safe  and  profitable  investment. 

Such  are  the  wonderful  phenomena  already  evolved  in  connec- 
tion with  the  indemnity  payments  in  France.  These  phenomena 
are  as  yet  in  their  earliest  incipient  germs,  which  are  rapidly 
unfolding,  and  their  growth  is  anxiously,  watched. 

Another  set  of  economic  influences  originate  in  the  suppression 
of  the  industrial  guilds  which  took  place  in  France  in  1864,  five 
years  before  their  dissolution  was  effected  in  Germany.  The  libera- 
tion of  industry  from  its  old  shackles  was  one  of  the  great  objects 
for  which  Frederic  Bastiat  labored  with  so  much  enthusiasm.  His 
zeal  in  this  reform  led  him  to  cooperate  with  many  reformers 
*ith  whom  he  had  little  in  common.  One  of  these  was  M. 
Proudhon,  whose  doctrines  about  capital  Bastiat  vehemently  at- 
tacked, but  whose  influence  over  the  workingmen  Bastiat  hoped 
at  one  time  to  be  able  to  turn  to  the  furtherance  of  other  re- 
forms, especially  that  of  liberating  the  industry  of  France  from 
its  guilds,  and  from  other  restrictions  which  had  both  crippled 
its  prosperity  and  stunted  its  growth. 
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The  third  country  of  which  we  spoke  is  the  United  States,  whose 
economic  growth  during  the  last  thirty  years  has  commanded  at- 
tention and  stimulated  inquiry  wherever  the  problems  of  political 
economy  are  studied.  There  are,  indeed,  not  a few  persons  at 
home  and  abroad  who  have  contended  that  our  prosperity  was 
delusive;  and  that  what  seemed  to  be  progress  was  really  a 
chimera,  and  was  preparing  some  grand  catastrophe  which  would 
expose  the  hollowness  and  weakness  of  the  foundations  on  which 
we  had  reared  so  vast  and  imposing  a fabric  of  apparent 
wealth. 

How  do  nations  grow  rich  ? This  is  the  question  at  issue  be- 
tween those  who  take  a hopeful  view  of  our  economic  future 
and  their  opponents.  One  answer  is  that  nations  grow  rich  by 
means  of  newly-created  wealth;  individuals,  by  wealth  already  ex- 
isting. This  axiom,  though  paradoxical,  is  suggestive.  It  implies 
that  the  distribution  of  wealth  among  the  masses  of  the  people  is 
often  unequal,  and  does  not  keep  pace  with  the  creation  of  pro- 
ductive power.  It  suggests  that  a nation  may  be  growing  ii 
wealth  on  the  whole,  while  large  masses  of  its  private  citizen; 
suffer  and  are  impoverished.  In  England,  which  is  regarded  a; 
the  richest  country  in  the  world,  there  are  a million  of  paupers 
and  it  is  complained  that,  while  the  nation  is  developing  its 
wealth  with  an  energy  never  known  before,  the  principles  of  dis 
tribution  are  so  defective  in  apportioning  this  new  wealth  amonj 
the  British  people,  that  while  the  rich  are  growing  richer,  th< 
poor  and  the  middle  class  are  growing  poorer;  and  that  pervert 
ing  the  dictum  of  the  inspired  volume, — to  him  that  hath,  wealtl 
is  given,  while  from  him  that  hath  not  is  taken  away  even  tha 
which  he  seemeth  to  have.  In  the  United  States  an  opposite 
principle  of  distribution  prevails. 

It  has  long  been  a peculiarity  in  the  economic  progress  o 
this  country,  that  our  operatives,  skilled  and  unskilled,  are  bette 
paid  than  those  of  any  country  in  Europe.  Thanks  to  our  com 
mon  schools  they  are  also  better  educated,  and  their  intelligence 
receives  a broader  culture  through  the  training  given  by  our  fre 
political  institutions.  Even  the  London  Quarterly  confesses- 
though  it  is  the  organ  of  the  Conservatives,  that  the  operativ 
classes  of  the  United  States  have  escaped,  by  their  intelligence 
their  experience  and  their  sound  instruction,  many  temptations 
and  have  been  proof  against  many  sophisms,  which  have  don 
great  harm  among  the  operatives  of  continental  Europe  and  eve: 
of  Great  Britain.  We  think  the  reviewer  has  not  penetrated  th 
whole  secret.  Still,  as  far  as  it  goes,  his  exposition  is  undoubl 
edly  sound.  How  our  Workmen,  like  those  of  Switzerland,  hav 
been  elevated  and  disciplined  by  the  right  of  voting,  by  th 
privilege  of  property,  and  by  the  other  rights  and  privileges  cor 
ferred  by  citizenship  in  a free  government,  it  is  beyond  our  presec 
purpose  to  discuss.  We  merely  refer  to  this  class  of  influence 
because  they  constitute  a part  of  the  economic  forces  operating  i 
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this  country,  and  conducing  to  its  growth  in  opulence  and  produc- 
tive power. 

Beside  this  more  equal  distribution  of  wealth  among  our  citi- 
zens, and  the  stimulus  it  gives  to  individual  effort,  there  are  sev- 
eral other  characteristics  of  our  economic  growth  which  are  even 
more  powerful  in  their  general  effects.  For  example:  the  bound- 
less tracts  of  rich  virgin  soil,  which  we  have  overspread  so 
rapidly,  have  been  converted  into  an  instrument  of  immense  value 
for  the  multiplication  of  our  national  wealth.  Gen.  F.  A.  Walker, 
in  the  census  report  of  1870,  presents  a mass  of  information  on 
this  subject  to  which  we  need  not  refer  in  detail,  as  it  is,  no 
doubt,  familiar  to  our  readers. 

In  the  infancy  of  economic  science  the  cultivation  of  more  land 
was  said,  by  eminent  writers,  to  be  the  only  way  by  which  the 
growth  of  National  wealth  could  advance.  M.  Chevalier,  in  his 
introductory  lecture  last  session  at  the  College  of  France,  eulo- 
gized Quesnay  as  being,  rather  than  Adam  Smith,  the  founder  of 
modem  economic  science.  But  Quesnay  held  that  the  soil  is  the 
true  creator  of  riches,  the  only  source  of  wealth.  On  his  princi- 
ple, therefore,  we  should  be  led  to  infer  that  the  United  States 
and  Russia  and  perhaps  Brazil  are  the  three  Powers  which  have 
made  the  most  active  progress  in  wealth  of  late  years,  because, 
during  the  present  century  these  three  nations  have  improved 
more  land  than  all  the  rest  of  Christendom.  Continuing  the 
parallel  we  should  say,  moreover,  that  of  these  three  Powers 
the  United  States  stands  foremost.  This  last  inference  is  no 
doubt  correct,  though  some  of  the  data  are  incorrect  from 
which  we  have  deduced  it.  Quesnay ’s  principle  has  long  been 
exploded  and  it  is  at  best  only  partially  true. 

It  was  supplanted  by  that  of  Adam  Smith,  who  taught  that 
wealth  is  bom  of  labor  whether  applied  to  the  soil  or  not,  and 
that  the  way  for  a nation  to  multiply  its  wealth  is  to  multiply 
the  exchangeable  products  of  labor;  that  is,  to  increase  internal 
and  external  trade  which  should  be  as  free  as  possible.  Benjamin 
Franklin,  and  after  him  Storch,  Sismondi,  Dugald  Stewart,  and 
other  writers  gradually  developed  the  doctrine  that  as  wealth 
consists  not  only  of  exchangeable  products,  but  also  of  the  labor- 
saving  instruments  which  cheapen  and  multiply  such  products, 
therefore  the  machines  and  the  productive  forces  of  modem  civili- 
zation must  be  elevated  to  a high  rank  among  the  chief  promoters 
of  the  increase  of  the  wealth  of  nation^. 

Applying  these  principles  to  the  United  States  and  to  our 
ttatenal  progress,  we  are  led  to  the  conclusion  that  this  extra- 
ordinary growth  is  due  to  the  activity  of  our  trade  and  commerce, 
both  internal  and  external.  To  stimulate  our  National  wealth 
we  have  adopted  Adam  Smith’s  principle  of  multiplying  ex- 
changeable products.  We  have  made  our  traffic  as  free  with- 
it1  the  limits  of  the  Uniled  States  as  it  is  in  any  country  in  the 
world.  Liberty  of  trade  with  foreign  countries  has,  it  is  true, 
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been  hampered  by  tariff  restrictions,  but  our  foreign  exports  hav< 
always  been  untrammeled;  and  our  imports,  though  large,  form  s 
minor  fraction  of  the  aggregate  transactions  of  the  yearly  business 
of  our  40  millions  of  people.  Thus,  for  the  purposes  of  this 
argument,  we  may  consider  the  trade  exchanges  of  the  Unitec 
States  as  .mostly  free  from  Government  restrictions.  .And  as  tc 
the  impediments  offered  by  “ space  and  time,”  /.  e .,  distance  fforr 
a market,  these  are  being  surmounted  by  our  railroads,  canals  anc 
other  highways  of  commerce  on  which  we  have  spent,  during  th< 
last  ten  years,  a sum  considerably  greater  than  the  whole  Nationa 
debt. 

But  this  is  only  one  step.  We  have  gone  further.  We  hav< 
adopted  and  tried  to  realize  Benjamin  Franklin’s  principle  tha 
wealth  consists  chiefly  in  productive  power,  and  that  to  extend  th< 
latter  is  to  augment  the  former.  This  axiom  has  led  some  writer 
to  estimate  that  our  steam-engines  and  labor-saving  machines  d( 
as  much  work  and  add  as  much  to  the  National  wealth  as  ii 
equivalent  to  the  labor  of  the  whole  adult  population  of  th< 
globe.  On  this  estimate,  which  we  do  not  endorse  as  more  thai 
an  approximation,  or  rather  an  illustration, m of  the  truth,  th< 
United  States  have  grown  and  are  growing  in  opulence  mor< 
rapidly  than  most  other  nations,  because  they  have  not  onl] 
reclaimed  more  of  the  earth’s  surface  to  productive  agricult 
ure,  but  because  this  great  source  of  wealth  has  been  supple 
mented,  and  its  efficiency  multiplied  a thousand  fold  by  our  rail 
roads,  telegraphs,  steam-engines  and  labor-saving  mechanism  tvhicl 
have  given  us  a productive  power  equivalent  to  the  unrequitec 
toil  of  an  inconceivably  large  army  of  perpetual  laborers. 

In  the  forthcoming  work  on  political  economy,  which  is  said  t< 
be  contemplated  by  one  of  our  ablest  and  best-known  economists 
William  Cullen  Bryant,  we  hope  to  see  a masterly  analysis  o 
these  and  other  great  principles  of  sound  economic  science,  x 
illustrated  in  the  material  growth  of  this  country,  especially  sinct 
the  Australian  and  Californian  discoveries  of  gold.  Such  a worl 
has  long  been  desired,  and  no  writer  known  to.  us  possesses  s< 
many  qualifications  for  the  task  as  the  veteran  editor  of  th« 
Evening  Post.  For  forty  years  he  has  stood  in  the  foremost  rank 
amidst  obloquy  and  detraction,  not  unmingled  at  times  with  per 
sonal  danger,  as  the  champion  of  sound  finance  and  commercia 
freedom.  Such  a book  as  we  have  suggested  would  occupy  a 
high  a place  in  economic  literature  as  is  held  by  Mr.  Bryant’; 
•works  in  so  many  other  departments  of  authorship.  As  Virgil’- 
hero  says  “ Quceque  ipse  vidi ’,  et  quorum  pars  magna  fuif  so  Mr 
Bryant  stands  as  a leader  in  the  economic  and  financial  strag 
gles  which  have  done  so  much  for  the  growth  of  the  Unitec 
States.  We  are  of  opinion  that  Mr.  Bryant’s  financial  edito 
rials,  if  re-printed  precisely  as  written,  with  a few  words  o 
comment  like  those  inserted  by  Carlyle  in  his  Letters  of  Cromwell 
would  give  a lively  picture  of  some  * important  aspects  of  oui 
economic  history  during  the  last  ten  years,  and  would  render 
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great  service  to*  the  science  of  which  he  has  been  so  consistent 
and  effective  an  expounder.  Hereafter  we  propose  to  give  a 
sketch  of  what  has  been  done  in  this  country  in  economic  litera- 
ture. Most  of  the  books  published  among  us  would  be  amenable  to 
the  strictures  of  I^onardo  da  Vinci.  They  are  compilations  rather 
than  original  essays.  Still,  American  treatises  on  this  subject  com- 
pare favorably  with  those  of  the  British  writers.  Although  nearly 
a century  has  passed  since  Adam  Smith  first  published  his  Enquiry 
into  the  Nature  and  Causes  of  the  Wealth  of  Nations , still,  in  Eng- 
land political  economy,  looking  back  to  him  as  its  founder,  has 
made  less  advance  than  might  have  been  expected.  F.  R.  Malthus, 
David  Ricardo,  John  Stuart  Mill,  Mr.  Caiines,  Mr.  Fawcett,  Mr. 
Cliffe-Leslie,  Mr.  Brassey,  Mr.  Harrison,  Mr.  Thornton,  Mr.  Bagehot, 
and  other  writers  have  developed  some  parts  of  the  science, 
but  its  study  has  been  less  stimulated  than  in  some  other  coun- 
tries, and  in  its  essential  features  political  economy  rests  where 
Adam  Smith  - left  it.  A few  subordinate  improvements  have  un- 
doubtedly been  added,  but  the  great  fabric,  as  a whole,  presents 
much  the  same  aspect  to  the  eye  of  the  critical  observer. 

In  this  country  most  of  our  economists,  whatever  their  de- 
fects, are  at  least  entitled  to  the  praise  of  setting  before  them- 
selves a clear,  definite  purpose,  and*  steadily  keeping  it  in  view 
till  they  have  accomplished  it.  It  is  true  that  these  writers  are 
frequently  controversial.  Some  treatises  are  written  on  one  side 
of  the  tariff  controversy  and  others  on  the  opposite  side ; some 
writers  espouse  the  cause  of  currency  inflation,  and  others,  taking 
a sounder  view,  contend  for  a currency  based  on  hard  money. 

The  most  popular  of  the  recent  treatises  on  political  economy 
published  in  this  country  seems  to  be  that  of  Professor  Perry,  of 
Williams  College.* 

The  merits  of  this  useful  book  may  be  inferred  from  the  circum- 
stance that,  though  first  published  less  than  ten  years  ago,  the  eleventh 
edition  is  now  before  us.  Originally  composed  as  a course  of  lec- 
tures in  elementary  economics,  and  designed  as  an  introduction  to 
the  science  for  the  use  of  students  in  colleges,  it  is  written  in  an 
earnest,  lucid  style,  and  is  not  devoid  of  originality,  though  its 
aim  and  scope  are  of  necessity  rudimentary.  One  of  the  author's 
suggestions  is  to  banish  the  word  wealth  from  the  economic  vo- 
cabulary. “ The  word  wealth,”  according  to  Professor  Perry,  “ has 
been  the  bane  of  political  economy;  ;t  is  the  fog  whence  most 
of  the  mists  have  arisen  which  have  beclouded  the  whole  subject. 
From  its  indefiniteness,  it  is  unfit  for  any  scientific  use,  it  cannot 
be  defined,  nor  can  it  serve  any  good  purpose  in  the  definition 
of  anything  else.”  In  illustration,  he  cites  the  old  dispute  whether 
the  term  “ wealth  ” includes  anything  more  than  material  products, 
such  as  houses,  lands,  metals,  tools,  food ; or  whether  the  skill  of 
artisans  and  the  services  of  professional  men  are  also  to  be  reck- 

' Elements  of  Political  Economy,  by  Arthur  Latham  Perry  ; Orrin  Sage  Professor  of  History 
“d  Political  Economy  in  WiUiams  College.  Eleventh  Edition.  New  York:  Scribner,  Arm- 
& Co.  1874. 
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oned  as  wealth.  He  complains  that  while  some  writers  exclude 
from  -the  class  of  objects  of  wealth  everything  but  material  prod 
ucts;  others,  as  John  Stuart  Mill,  widen  the  signification  so  as  t< 
take  in  those  immaterial  services  which  result  in  an  increase  o 
material  products;  and  a third  and  increasing  body  of  economist 
include  under  it  all  things,  whether  material  or  immaterial,  whicl 
may  be  sold  or  hired,  devised  or  bequeathed,  or  which  may  b 
disposed  of  in  barter  or  exchange.  Thus,  the  limits  of  the  clas 
of  subjects  comprehended  under  the  word  wealth,  have  been  shift 
ing  and  uncertain.  They  have  never  yet  been  settled.  Hence 
Mr.  Perry  concludes  that  if  political  economy  must  wait  until  tha 
work  be  done  as  a preliminary,  the  science  will  never  be  satisfac 
torily  constructed.”  He  deems  it  impossible,  on  such  an  indefinit 
word  as  this  at  the  foundation,  to  build  up  a complete  science  0 
Political  Economy.  “ Moreover,”  he  says,  “ the  word  wealth  in 
eludes  the  two  distinct  ideas  of  value  and  utility — ideas  whicl 
must  be  kept  perfectly  distinct,  or  else  there  is  no  sound  thinkinj 
and  no  sound  conclusions  within  this  field.  Men  may  think,  an< 
talk,  and  write,  and  dispute  to  weariness,  but  until  they  can  com 
to  use  words  with  definiteness,  and  mean  the  same  thing  by  th 
same  word,  they  reach  comparatively  few  results,  and  make  bu 
little  progress.  And  it  is  just  at  this  point  that  we  find  the  firs 
grand  reason  of  the  slow  advance  hitherto  made  by  this  science 
It  undertook  to  use  a word  for  scientific  purposes  which  n 
amount  of  manipulation  and  explanation  could  make  suitable  fc 
that  service.”  He  thinks  there  is  no  need  to  use  this  word.  I 
emancipating  itself  from  the  word  wealth  as  a technical  tern 
Political  Economy  would,  he  supposes,  be  rid  of  an  incumbrance 
and  its  movements  would  become  u relatively  free.” 

Another  feature  of  Mr.  Perry’s  treatise,  which  has  contributed  t 
its  popularity,  is  its  free  use  of  the  labors  of  the  French  econc 
mists,  and  especially  of  M.  Bastiat’s,  whose  theories  of  exchang< 
of  value,  and  of  land,  have  found  in  Mr.  Perry  one  of  their  moj 
earnest  and  suggestive  expounders.  It  has  been  said  that  th 
French  mind,  in  several  of  its  scientific  aspects,  has  a positiv 
analogy  with  the  American  mind,  and  that  both  exhibit  a clos 
affinity  to  the  Greek  mind.  Those  who  hold  this  view  would  ac 
count  for  the  popularity  of  Mr.  Perry’s  book  by  saying  that,  mor 
than  most  modem  economists,  he  has  applied  the  analytic  meth 
ods  of  the  French  and  Greek  philosophies  to  the  explication  c 
Political  Economy.  Without  attempting  to  canvass  this  opinior 
we  freely  admit  that  the  need  of  such  analysis,  of  which  so  much  i 
said,  has  not  been  over-valued  by  its  most  ardent  admirers.  Lik 
the  Greeks  and  the  French,  our  people  are  quick  and  keen  ii 
their  perceptions,  and  they  require  teachers  able  to  analyse  an< 
classify  the  phenomena  of  political  economy  according  to  concep 
tions  and  laws  which  admit  of  verification  at  every  step.  Mi 
Perry’s  best  friends  will  be  most  ready  to  acknowledge  that  he  ha 
failed  sometimes  in  this  respect. 

Perhaps,  however,  the  most  defective  of  the  minor  features  c 
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the  book  appears  in  its  bibliography.  Many  names  are  mentioned 
and  some  are  omitted,  in  Mr.  Perry’s  list  of  economic  authorities, 
to  the  surprise  of  the  well-informed  reader.  Moreover,  in  the 
eleventh  edition  of  a book  compiled  for  the  use  of  colleges,  we 
should  not  expect  to  find  such  an  inaccuracy  as  appears  on  page 
51,  where  three  writers  are  cited  as  French,  the  first  of  whom  is 
a Russian,  M.  Storch;  the  second,  a Swiss,  M.  Sismondi;  while  the 
third,  alone,  M.  Say,  was  a native  of  France.  We  have  no  space, 
however,  for  extended  criticisms  of  this  sort.  Mr.  Perry’s  book  is 
more  useful,  perhaps,  in  suggesting  the  best  methods  by  which 
other  minds  may  prosecute  the  study  of  political  economy,  than 
as  a final,  complete  and  symmetrical  exposition  of  the  best  that 
the  writer  could  do-  in  that  field.  The  true  method  of  study  in 
political  economy  is  the  same  as  in  the  other  inductive  sciences ; — 
first,  we  want  an  accurate  observation  of  facts;  and  secondly, 
these  facts  must  be  classified  and  referred  to  great  general  laws, 
which,  when  established,  will  assist  in  the  interpretation  of  other 
facts  and  the  discovery  of  more  comprehensive  and  more  general 
laws.  It  is  thus  we  answer  the  question  at  the  head  of  this 
article.  Other  things  being  equal,  political  economy  may  be  best 
studied  in  those  countries  wl\ere'  the  movements  of  industrial 
growth  are  most  active,  because  those  phenomena  are,  as  it 
were,  the  alphabet  of  which  the  great  book  of  economics  is  made 
up.  Or  rather  they  are  the  hieroglyphics,  whose  interpretation 
makes  up  the  body  of  economic  philosophy.  A good  rudimentary 
treatise  being  first  mastered,  the  student  should  betake  himself  to 
the  study  of  nature  and  of  facts.  As  an  astronomer  verifies  his 
deductions  by  observation  and  tests  his  principles  by  facts,  so 
must  the  political  economist.  This  Has  been  the  distinctive  merit 
of  all  our  chief  economic  writers.  Their  works  will  live  longer 
in  proportion  as  they  have  more  of  a basis  of  well-observed,  well- 
classified  facts  to  rest  on.  Of  Adam  Smith,  the  founder  of  the 
science,  it  has  been  well  said  that  he  was  the  great  verifier  of 
economic  reasoning  by  economic  facts.  If  his  treatise  on  the 
Wealth  of  Nations  had  no  other  value,  it  would  still  be  extremely 
useful  to  the  economic  student  as  a repertoire  of  important  facts 
connected  with  the  banking  developments  and  the  industrial  his- 
tory not  only  of  the  British  Islands,  but  also  of  the  whole  sister- 
hood of  nations  throughout  Continental  Europe. 
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REPORTS  OF  THE  LONDON  JOINT-STOCK  BANKS. 


The  London  Economist  has  just  published  a summary  of  the 
half-yearly  reports  of  the  joint-stock  banks  of  London.  Their  ag- 
gregate deposits  are  now  jQ  97,620,000,  while  their  united  capital 
amounts,  with  the  surplus,  to  jQ  12,290,000.  One  of  the  charac- 
teristics of  these  banks,  and  the  chief  cause  of  the  high  price  of 
their  shares  and  of  their  large  returns  to  their  stockholders,  has 
been  that  they  wield  large  deposits  on  a small  capital.  The  sub- 
joined table  shows  the  amount  of  deposits  and  capital  of  each  of 
these  great  banks  with  the  capital  and  surplus  combined: 

Capital  and  Deposits  of  the  London  Joint-Stock  Banks. 


[0,000  omitted;  thus  ^84=^840,000.] 


Banks,  and  when  founded. 


is,,. 

June 

3£ 

1 London  &Wstm*r,  18^ 

2 Lon. Joint-Stock,*  183* 

3 Union,  1839 13,92 

4 City,  1855 3,21 


• Total  De posits. - 

‘ 1873 

Dec.  June 


V£ 


3£ 


•34  31.24- 

[3621,87 . 20,63 


• 29.15 


1872. 

Dec. 


3£ 


28,66  . 

18,54 


. >7-40 

14,67 . 13,37  . 15,18 

3.38  - 3.05  • 3-«8 


Capital  paid  up  and 
—Surplus 


1874 

June 

£ 


Dec. 


-1873- 


£ 


June 

T 


3,00  . 3,00  . 
1,70  . 1,68  - 
1,84  . 1,84  . 
77  - 76  - 


3,00  . 
1,67  . 
1,78  . 
75  * 


1872. 

Dec. 


£ 


3*o 

1,66 

1,62 

62 


70,24 . 67,83 . 62,20 . 65,66  ..  7,31  - 7,28 . 7,06 . 6,84 

5 Imperial,  1862 1,98  . 2,12  . 2,24  . 2,16  ..  75  . 75  . 74  . 63 

o Alliance,  limited,  1862  1,72  . 2,08  . 1,82  . 1,78  ..  96  . 95  . 94  . 91 


73,94 . 72,03 . 66,26 . 69,50  ..  9,02  . 8,98  . 8,74  . 8,jS 

7 Consolidated,  1863...  2,93.  2,86.  2,99.  2,91..  90.  88  . 88.  87 

8 Central,  limited,  1863.  71  . 73  . 67  . 65  ..  11  . n . 11  . 10 

9 Metropolitan, lim.,  1866  27.  26.  22.  23..  18.  18.  18.  18 

10  Lon.&  S.W.,  lim.,  1862  84.  80.  73.  72..  17.  17.  17.  17 


78,69 . 76,68 . 70,87  . 74,01  ..  10,38  10,32 .10,07  - 9.7° 
11  London  & County,  1836  18,93  * 18,08  17,82  - *6*97  --  1,91  - 1,80  . 1,80  . 1,63 


97,62 . 94,76 . 88,69  - 90,98  --  12,29  -12,12 .11,82  .11,33 

An  important  item  in  the  reports  of  these  banks  is  their  accept- 
ances. In  this  part  of  their  management  they  differ  from  our 
own  banks.  The  Union  Bank  of  London,  with  two  others,  do, 
as  will  be  seen,  much  more  of  this  kind  of  business  than  the 
other  eight  banks.  We  ‘append  a tabular  exhibit  of  the  accept- 
ances, as  follows: 

* The  London  Joint-Stock  Bank  does  not,  like  all  the  other  banks,  separate  acceptances 
from  deposits.  Hence  the  £ 21.870,000  must  be  largely  reduced  in  order  to  arrive  at  tne  real 
cash  deposits.  At  December,  1873,  the  London  Joint-Stock  gave  its  acceptances  as  being  as 
high  as  ;£ 4,517,000,  leaving  (say)  16,000,000  of  cash  deposits. 
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London  Joint-Stock  Banks — Acceptances. 

1874.  1873.— ■ — 1872 * 1871. 

Banks.  30  Jun*.  31  Dec.  30  June.  31  Dec . 30  June.  31  Dec. 

£ £ £ £ £ £ 

Lon.  & West  . 973,000 . 1,081,000 . 1,165,000 . 1,272,000  . 941,000 . 1,015,000 
Lon.  Joint-St’k  no  ret.  . 4,517,000  . no  ret.  . no  ret.  . no  ret.  . no  ret. 

Union 5,290,000 . 5464,000 . 4,657,000 . 5,866,000 . 4,807,000  - 4,363,000 

c,t7 3,944,000 . 3,288,000 . 3,104,000 . 3,101,000 . 3,017,000 . 2,327,000 


Imperial 694,000  . 

Affiance,  limit’d  762,000  - 


Consolidated  .. 
Central,  limited 
Metropol.,  lim. . 
LAS.  W.,lim. 


179,000. 
700 . 

26.000  . 

15.000  . 


753»°°°  - 

684,000 . 

480,000  . 

293,000 . 

335.000 

611,000 . 

515,000 . 

593,000  . 

363,000 . 

321,000 

323,000 . 

269,000 . 

179,000 . 

189,000  . 

221,000 

23,000 . 

16,000 . 

40,000 . 

49,000 . 

118,000 

26,000 . 

27,000 . 

41,000  . 

25,000  . 

44,000 

4,070,000 . 

3,114,000 . 

4,243,000 . 

2453, ooo  - 

2,778,000 

Two  most  important  items  remain  to  be  considered — the  divi- 
dends and  the  cash  reserves.  It  is  somewhat  remarkable  that  the 
reserves  of  cash  and  Government  securities  amount  to  less  now 
than  in  December,  1872,  although  *he  deposits  are  nearly  seven 
millions  more  than  they  were  at  that  time.  Seven  millions  ster- 
ling have  been  added  to  the  deposits  and  no  new  reserves  what- 
ever have  been  provided  to  secure  them.  This  will  be  seen  from 
the  following  table : 


Reserves  and  Dividends  of  the  London  Joint-Stock  Banks. 


Banks. 


,874. 
30  Jut 


Cash  and  Government,  &*c., 

Securities.  - 

• 1873 

e.  31  Dec.  30  June 

£ 


Dividends  Bonus. 
/-/Yr  Ct.  Per  Ann 
1872.  1874.  /-1873.— ' i872- 

31  Dec.  30  31  30  31 

June.  Dec.  June.  Dec. 


London  and  Westminster 

7,445,000 

. 7 800,000 

7,570,000 

. 7,590.000 

. 20 

. 24 

. 20  . 

. 20 

tendon  Joint-Stock 

Inion. . 



3.496.000  , 

3,520,000 

3 299,000 

3,378,000 

. 20 

• 25 

. 20  • 

35 

7,394,000 

. 7,800,000 

7,715,000 

8,642,000  . 

. 20 

. 20  , 

. 20  . 

20 

1,094,000  . 

1,375000 

952,000  . 

954-000 

10  . 

. 10  . 

10  . 

10 

19.429,000  . 

20,495,000 

19,536,000 

20.564,000 

Imperial 

Affiance,  limited. 

722.000  . 

602.000  . 

670.000 

646.000 

560.000  . 

723.000 

533.000 

645.000 

oo  00 

8 . 

8 . 

8 . 
7 • 

8 

7 

Consolidated 

30, 753-o«> 

21,811,000  . 

20,819,000  . 

21,742,000 

982,000  . 

9x2,000  . 

1,062,000  . 

937,000  . 

10  . 

10  . 

9 * 

9 

LjcntraJ,  limited 

276,000  . 

344,000 

241.000  . 

278.000  . 

8 . 

8 . 

8 • 

6 

Metropolitan,  limited 

Lon- « S’ th  western,  Km. . 

48,000  . 

62,000  . 

66,000  . 

60,000  . 

, 8 . 

7 • 

6 . 

— 

204,000  . 

*99, 000 

179.000  . 

171,000  . 

7 • 

7 

6 . 

6 

London  and  County 

22,263.000  . 

23,328,000  . 

22,367,000  . 

23  188,000 

7,327  000  . 

7,026.000  . 

6,952,000  . 

6,414,000  . 

20  . 

20  . 

20  • 

20 

29,590,000 

30,354.000  . 

29,319,000  . 

29,602,000 

It  is  worthy  of  note  that  these  banks  make  no  weekly  reports 
m the  newspapers  as  is  done  by  our  banks  here.  The  only  de- 
mand which  is  made  by  the  law  for  publicity  is  that  their  accounts 
shall  be  published  twice  a year.  In  1844  Sir  Robert  Peel  passed 
a law  compelling  the  joint-stock  banks  to  publish  their  reports 
^ery  month.  But  this  law  was  repealed  in  18*57,  after  Sir  Robert 
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Peel’s  death;  when  the  present  law  was  enacted  the  requiremen 
of  publicity  was  made  nominal.  Moreover,  it  will  be  seen  tha 
the  dividends  of  these  banks  are  much  larger  than  the  dividend 
of  the  Bank  of  England,  or  the  Bank  of  France,  of  the  banks  c 
the  continent  of  Europe,  or  of  the  banks  of  this  country.  As  w 
have  already  hinted,  these  large  dividends  are  one  of  the  specis 
characteristics  of  the  joipt-stock  banking  system  as  carried  on  i 
. London.  How  it  happens  that  these  dividends  are  so  much  large 
than  the  average  profits  of  other  banks  4n  Europe  and  Americ 
is  a problem  that  suggests  several  large  questions  of  genera 
interest,  which  our  space  compels  us  to  reserve  for  discussio: 
hereafter. 


THE  SCOTTISH  BANKS  IN  ENGLAND. 

One  of  the  peculiarities  of  the  Scotch  banking  system  is  tha 
from  a small  number  of  centers  it  sends  branches  into  all  part 
of  the  country,  supplying  every  village  and  town  in  Scotland  wit 
banking  facilities.  Recently  the  Scotch  banks  have  begun  to  es 
tablish  offices  in  London,  and  one  of  them,  the  Clydesdale  Ban 
of  Glasgow,  has  opened  branches  at  Carlisle,  Workington,  an 
Whitehaven,  in  England.  Although  this  extension  of  the  Scotc 
banks  across  the  border  is  not  positively  forbidden  by  law,  th 
English  banks  have  shown  some  natural  disquietude  at  the  rivalr 
of  their  enterprising  neighbors.  A short  time  ago,  a number  c 
London  bankers  joined  with  a strong  body  of  English  countr 
barikers,  to  make  a formal  representation  to  the  Government  an 
to  claim  redress.  One  of  these  remonstrants,  Mr.  John  Dun,  ha 
just . published  a letter*  to  Sir  Stafford  Northcote,  the  Chancellc 
of  the  Exchequer,  setting  forth  the  grievances  of  which  he  an< 
his  friends,  the  English  bankers  of  London  and  the  interior,  hav 
to  complain. 

His  first  point  is  that  the  Scottish  banks  should  not  be  allowed 
to  bank  in  England,  because  they  enjoy  by  law  privileges  of  cii 
culating  notes  on  conditions  which  apply  only  to  Scotland  an< 
are  expressly  forbidden  in  England.  Hence,  Mr.  Dun  claims  tha 
what  is  being  done  is  a legal  anomaly,  a breach  of  the  spirit  c 
the  law  if  not  of  its  letter,  an  infraction  of  the  fundamental  prin 
ciples  of  the  Peel  legislation  and  of  the  English  banking  systen 
which  is  built  upon  it. 

Secondly,  Mr.  Dun  claims  that  the  expansion  of  the  Scotcl 
banks  threatens  to  introduce  an  element  of  inflation.  The  Scotcl 
banks,  under  the  act  of  1845,  secured  larger  privileges  in  th 
matter  of  issue,  than  had  been  allowed  to  the  country  bankers  0 
England  under  the  act  of  1844.  Their  average  circulation  o 

* A letter  to  the  Right  Hon.  Sir  Stafford  Northcote,  Chancellor  of  Her  Majesty’s  Ea 
chequer.  By  lohn  Dun,  General  Manager  of  Parr’s  Banking  Company,  Limited.  London 
Effingham  Wilson.  1874. 
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notes  up  to  the  date  of  the  act  was  not  only  authorized  for  the 
future,  as  in  the  case  of  the  English  banks  of  issue,  but  they  were 
allowed  to  increase  their  note  circulation  beyond  this  permanent 
credit  amount  on  an  equivalent  basis  of  coin.  A liberty  of  ex- 
pansion, forbidden  to  the  English  country  banks  of  issue,  was  thus 
left  to  the  Scotch  banks ; and,  though  this  expansion  could  only 
proceed  on  a metallic  basis,  yet,  the  metallic  requirement  being 
limited  to  the  minimum  monthly  circulation,  the  advantage  has 
been  greater  than  would  seem  at  first  sight,  though  it  has  hitherto 
had  no  other  than  good  effects  both  to  the  banks  and  to  the 
commercial  and  industrial  interests  within  Scotland  itself. 

Thirdly,  this  difference  of  treatment  in  the  legislation  of  1844-5 
toward  the  English  country  banks  of  issue  on  .the  one  hand,  and 
the  Scotch  banks  on  the  other,  gives  rise  to  the  complaint  that 
while  the  general  course  of  British  legislation  has  been  restrictive, 
and  indeed  repressive,  of  banking  in  the  English  provinces,  in 
Scotland  it  has  not  been  so.  It  is  computed  that  the  eight  Edin- 
burgh and  Glasgow  banks  have  each,  on  an  average,  jQ  673,00a 
of  notes  in  a profitable  form  over  and  above  the  notes  in  circu- 
lation for  which  by  law  they  hold  coin.  If  we  adopt  Mr. 
Dun’s  figures  as  a fair  average  estimate,  it  is  easy  to  perceive  that 
a banking  company,  with  an  average  capital  of  one  million  ster- 
ling— the  average  capital  of  Scotch  banks — is  in  a favorable  posi- 
tion when,  in  its  dealings  with  the  people,  and  in  virtue  of  an 
issue  of  its  own  notes,  its  capital  of  jQ  1,000,000  becomes  equal 
to  jQ  1,673,000.  There  are  English  banks  whose  authorized  issues 
of  notes  exceed  their  paid-up  capital,  and  whose  privilege  in  this* 
respect  is  much  greater  than  that  of  any  Scotch  bank;  so  that 
the  law,  in  a hap-hazard  way,  has  dealt  in  one  sense  impartially 
as  between  the  two  kingdoms.  Yet,  taking  the  new  development 
of  joint-stock  banking  in  England  since  1844 — the  date  of 
Sir  Robert  Peel’s  Act — it  is  certain  that  no  English  banking 
company  could  give  any  elasticity  to  its  capital  by  circulation  of 
its  own  notes,  and  that  country  banking  in  England  has  pro- 
ceeded under  a legal  disability,  as  compared  with  the  law  of 
banking  in  Scotland. 

Such  are  the  chief  arguments  of  the  memorialists.  Their  griev- 
ances have  attracted  the  less  attention  outside  of  banking  circles, 
because  it  has  been  replied  that  the  Scotch  banks,  in  opening 
offices  in  London,  or  branches  in  any  part  of  England,  could  not 
fake  any  privilege  with  them  across  the  border,  but  must  conform 
in  all  respects  to  the  law  of  English  banking.  How,  then,  it  was 
asked,  could  there  be  any  grievance  of  the  English  banks  as 
against  the  Scotch  banks  ? Mr.  Dun  meets  this  difficulty  in  a 
direct  and  straightforward  manner.  He  says  that  the  circulation 
bonus  enjoyed  by  the  Scotch  banks  at  home  will  impart  strength 
to  their  operations  in  England,  and  will  give  them  an  unfair  ad- 
vantage against  the  English  banks.  He  even  thinks  that  their 
agencies  in  England  will  be  instrumental  in  giving  English  cur- 
rency to  Scotch  bank-notes.  An  act  of  1829  provides  that  no 
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person  or  corporation  in  any  part  of  England  shall  “publish,  ut- 
ter, negotiate,  or  transfer”  any  Scotch  or  Irish  bank-notes  of  a 
lower  denomination  than  jQ  5,  under  heavy  penalties ; but  there  is 
no  legal  bar  to  the  negotiation  or  transfer  of  Scotch  and  Irish 
bank-notes  of  £ 5 and  upward,  and  it  is,  therefore,  argued  that 
Scotch  banking-offices  in  England,  though  they  may  not  issue 
their  own  notes,  need  not  refuse  to  cash  them  on  presentation, 
and  that  a new  and  unwonted  acceptability  will  thus  be  given  to 
Scotch  bank-notes  of  jQ  5 and  upward  in  London  and  other 
parts  of  England  where,  from  the  presence  of  Scotch  banks,  they 
can  be  readily  converted.  In  confirmation  qf  this,  Mr.  Dun  says 
that  the  Cumberland  bankers  have  informed  him  that  they  can 
trace  a marked  increase  in  the  circulation  of  Scotch  notes  since 
the  establishment  of  the  three  branches  of  the  Clydesdale  in  that 
county. 

Those  of  our  readers  who  agree  with  Mr.  Wolowski  that  bank- 
notes are  of  little  value  as  instruments  of  modem  banking  will 
probably  doubt  whether  the  Scotch  banks  have  any  interest  in  ex- 
tending the  circulation  of  their  notes  in  England,  since  any  exten- 
sion of  this  kind  entails,  under  their  own  law,  an  equivalent 
increase  of  their  coin  reserves  in  Scotland.  Still  the  effect  de- 
scribed by  Mr.  Dun  is  very  likely  to  ensue.  It  might  grow  to 
so  large  an  extent,  indeed,  as  to  be  absolutely  inconvenient  to 
the  Scotch  banks.  As  it  is,  there  must  always  be  a considerable 
amount  of  Scotch  bank-notes  in  England.  The  effect  of  the 
present  state  of  the  law,  and  of  the  legal  and  practical  demarca- 
tion between  the  banking  systems  of  the  two  countries,  is  to  keep 
such  notes  dormant,  and  consequently  to  extend  their  period  of 
currency.  People,  on  leaving  Scotland  for  the  South,  are  thus  care- 
ful to  take  away  all  their  money  in  gold,  or  in  letters  of  credit 
on  English  banks;  but,  if  Scotch  bank-offices  were  to  become  so 
numerous  in  England  as  to  give  a ready  conversion  to  Scotch 
notes,  many  people  might  be  less  careful  in  this  respect,  and 
more  Scotch  notes  might  go  to  England;  for  the  payment  of 
which  the  Scotch  banks,  having  already  provided  according  to 
law  by  increased  coin  reserves  at  head-quarters,  would  have 
to  provide  a second  time  in  their  English  branches.  There  does 
not  seem  to  be  much  danger,  under  these  conditions,  of  any 
material  encroachment  or  confusion  of  issues.  But  what  Mr.  Dun 
and  other  English  country  bankers  seem  to  fear,  is  that  Scotch 
bank-notes,  in  particular  districts  of  England,  would  keep  passing 
among  the  people  in  ordinary  business  transactions,  which,  though 
not  a source  of  much  direct  profit  to  the  Scotch  banks,  would  be 
an  advantage  to  them  in  their  proposed  competition  with  English 
bankers  on  their  own  ground, 

The  English  banking  firms  and  companies  will,  no  doubt,  look 
further  into  this  question,  and  they  will  agitate  for  some  modifica- 
tion of  the  banking  laws  of  the  two  countries.  Whether  the 
grievance  is  to  be  asserted  against  the  Scotch  banks,  or  against 
the  banking  laws  of  England,  is  a point  that  requires  more  con- 
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sideration  than  the  remonstrants  seem  to  have  given  to  it.  Mr. 
Dun  seems  to  favor  the  latter  alternative.  He  suggests  four 
remedies  as  likely  to  be  suggested:  (i)  That  the  Scotch  and 
Irish  banks,  if  they  wish  to  retain  their  special  privileges  in  Scot- 
land and  Ireland,  should  confine  their  operations  to  their  own 
countries  respectively;  or  (2)  that  English  banks  should  be  em- 
powered to  go  to  Scotland  or  Ireland  to  compete  there  with  the 
Scotch  or  Irish  banks  on  equal  terms,  and  with  equal  privileges 
as  regards  circulation;  or  (3)  that  to  the  English  banks  should  be 
conceded  powers  of  circulation  in  England  as  ample,  relatively,  as 
those  enjoyed  by  the  Scotch  and  Irish  banks  in  Scotland  and  Ire- 
land; or  (4)  that  all  issues  in  England,  Ireland,  and  Scotland  be 
abolished,  and  that  the  State  or  the  Bank  of  England  should  be 
the  sole  source  of  issue. 

While  admitting  that  the  first  course  is  the  one  that  finds  favor 
amongst  the  majority  of  English  bankers,  this  writer  sees  difficul- 
ties in  the  way  that  he  cannot  consider  it  by  any  means  the  best 
solution.  The  second  and  fourth  he  discards  on  sufficient  grounds. 
It  is  to  the  third  he  strongly  inclines;  and  his  remarks  under  this 
head,  exhibiting  as  they  do  the  legal  disabilities  of  banking  in 
England,  form  a valuable  part  of  the  pamphlet.  This  proposition 
of  Mr.  Dun  is,  that  every  joint-stock  bank  in  England,  having  a 
paid-up  capital  of  £ 200,000  or  more,  should  have  power  to  issue 
notes  to  the  amount  of  one-half  the  paid-up  capital,  against  a 
deposit  of  Government  securities  of  equal  amount,  and  a reserve 
of  coin  and  Bank  of  England  notes  equal  to  one-half  or  one-third 
the  notes  in  the  hands  of  the  public;  and  that  the  notes  be  pay- 
able in  legal  tender  on  demand.  The  controversy  has  been  car- 
ried on  for  some  time  with  considerable  acrimony.  But  Mr.  Dun, 
in  his  pamphlet,  is  the  first  person,  we  believe,  that  has  brought 
it  before  the  public.  The  chief  interest  of  the  subject  here  is  in 
the  light  it  sheds  on  the  anomalous  condition  of  the  laws  and 
customs  regulating  the  banking  system  of  Great  Britain.’  The 
chief  differences  between  the  English  and  Scotch  banks  are  the 
following  : 

1.  The  Scotch  banks  are  all  joint-stock  banks.  In  England, 
there  is  a mixture  of  joint-stock  and  private  banks. 

2.  The  Scotch  banks  are  nearly  all  banks  of  issue.  In  England 
there  are  many,  both  private  and  joint-stock  banks,  that  are  not 
banks  of  issue. 

3.  The  Scotch  banks  generally  have  branches.  In  England 
most  of  the  private  banks,  and  some  of  the  joint-stock  banks,  have 
no  branches. 

4.  The  Scotch  banks  universally  grant  interest  on  the  balance 
of  current  accounts — a practice  not  universally  adopted  in  En- 
gland, especially  in  London. 

5.  The  mode  of  making  advances  by  way  of  “ cash  credit  ” is 
general  in  Scotland,  but  exceptional  in  England. 
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With  regard  to  these  cash  credits,  they  are  a banking  expedient 
whose  first  origin  was  in  Scotland,  but  they  have  been  popular  in 
Germany  and  in  other  parts  of  Continental  Europe.  In  1727,  the 
Royal  Bank  of  Scotland  was  founded  as  a rival  to  the  Bank  of 
Scotland.  The  latter  was  at  that  time  the  only  bank  in  that 
country,  and  began  the  issue  of  £ 1 notes  about  the  beginning 
of  the  eighteenth  century.  With  a view  to  extend  its  business 
and  cope  with  its  powerful  competitor,  the  Royal  Bank  devised 
these  new  banking  facilities  of  cash  credits,  which  are  simply  ac- 
counts paying  interest.  Their  peculiarity  is,  that  instead  of  receiv- 
ing interest  on  the  daily  balance  at  his  credit,  the  dealer  pays  in- 
terest on  the  daily  balance  at  his  debit.  Mr.  Monteith,  a Scotch 
Member  of  Parliament,  told  the  Currency  Committee  of  the  House 
of  Commons  in  1826,  that  he  was  a manufacturer  employing  at 
that  time  4,000  hands;  and  that  except  with  the  merest  trifle  of 
capital  lent  to  him,  and  which  he  very  soon  paid  off,  he  began 
the  world  with  nothing  but  a cash  credit.  Cash  credits  are 
usually  limited  in  amount,  and  vary  from  ^100  to  jQ  1,000. 
Several  sureties,  never  less  than  two.  These  cautioners,  as  they 
are  termed  in  Scotch  law,  have  always  the  right  to  inspect  his  ac- 
count at  the  bank,  and  to  stop  it  at  any  time  if  irregular. 

Before  the  Committee  of  the  House  of  Commons,  in  1826,  it 
was  stated  that  on  the  credit  of  £ 1,000,  operations  to  the  extent 
of  jQ  50,000  took  place  in  a single  week.  It  was  also  stated 
that  on  a cash  credit  of  £ 500,  operations  to  the  amount  of 
jQ  70,000  took  place  in  a year.  One  witness  stated  that  during 
twenty-one  years  in  a minor  country  bank,  operations  had  taken 
place  to  the  amount  of  nearly  £ 90,000,000,  and  that  there  had 
never  been  but  one  loss  of  S 200  on  one  single  account.  That 
the  whole  loss  of  the  bank  during  that  period  did  not  exceed 
£ 1,200.  In  1826,  it  was  conjectured  that  there  were  about 

12,000  cash  credits  guaranteed  to  persons,  and  that  there  were 
about  40,000  persons  as  sureties.  The  advantage  to  a person  who 
has  a cash  credit  is  that  he  only  pays  interest  from  day  to  day 
on  the  sum  he  actually  has  at  his  credit.  Whereas,  in  discount- 
ing a bill  of  exchange,  he  pays  interest  on  the  whole  amount  of 
his  credit,  whether  he  uses  it  or  not.  Moreover,  discount  is  a 
trifle  more  profitable  to  the  bank  than  interest.  The  bank,  there- 
fore, would  naturally  prefer  a discount  to  a cash  credit.  The 
latter  cannot  be  called  up  on  a sudden  emergency,  and  if  there 
be  a rim  on  the  bank,  the  security  cannot  be  negotiated  like  a 
discounted  bill.  For  these  and  other  reasons,  cash  credits  have 
been  looked  upon  unfavorably  by  the  English  bankers,  whose  recent 
movement,  as  above  described,  may  thus  perhaps  be  in  part  ac- 
counted for. 
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FINANCIAL  ASPECTS  OF  THE  IRON  TRADE. 

Its  Analogies  in  Great  Britain  and  in  the  United  States. 

The  late  depression  and  present  promise  of  the  iron  trade  in 
this  country  have  their  counterpart  in  Great  Britain,  and  give 
special  interest  to  the  subjoined  facts  from  the  London  Money 
Market  Review . After  stating  that  many  of  the  joint-stock 
companies  engaged  in  the  manufacture  of  iron  were  in  an  unstable 
condition,  and  that  one  of  these  corporations,  the  Blochaim  Com- 
pany, had  lately  failed,  our  contemporary  expresses  confidence 
that  the  present  unfortunate  condition  of  the  trade  is  likely  to  be 
followed  by  a period  of  steadiness  and  comparative  prosperity, 
though  that  extraordinary  development  which  has  taken  place  of 
late  years,  is  of  course  unlikely  to  be  soon  repeated.  He  argues 
his  point  as  follows : “ The  increased  productive  power  which  is 
a consequence  of  the  expansion  of  trade,  will  be  available  and 
adequate  for  a few  years,  until  the  condition  of  Spain  and  France 
shall  permit  of  a healthy  trade  with  those  nations,  and  then  we 
may  expect  to  hear  of  large  extensions  of  works.  Next  to  these 
Continental  troubles,  we  have  gradually  growing  a better  feeling 
between  employer  and  employed  in  our  own  country,  and  we  may 
fairly  expect  to  experience  less  and  less  of  those  disastrous  con- 
flicts between  masters  and  men,  which  inflict  such  terrible  losses 
upon  those  immediately  concerned,  and  endanger  the  industrial 
supremacy  of  the  nation  at.  large.  The  reports  from  the  various 
centers  of  the  trade  now  speak  of  peace  and  lower  prices,  fol- 
lowed by  greater  activity,  the  blowing  in  of  furnaces,  and  more 
business. 

“ The  total  quantity  of  railway  iron  of  all  sorts  exported  during  the 
first  half  of  the  current  year,  amounted  to  427,267  tons,  of  the  value 
of  £ 5>494>764.  These  figures  indicate  an  increase  over  the  first  half 
of  1873,  of  79,810  tons  in  quantity,  and  of  ^907,887  in  value,  and 
this,  notwithstanding  the  fact  that  the  United  States  took  55,500 
tons  less  than  in  the  first  six  months  of  1873.  The  427,267  tons 
exported  up  to  June  . 30th  thi%  year,  are  certainly  less  than  the 
quantity  exported  during  the  same  time  in  1872,  1871,  and  1870; 
but  in  each  of  these  periods  the  United  States  took  enormous 
quantities,  and  the  value  of  the  present  large  export  is  that  it  is 
maintained  in  spite  of  the  continual  defection  of  America.  In. 
1870,  for  instance,  the  United  States  took  in  the  first  six  months, 
l9h°4S  tons>  out  a total  quantity  of  562,709  tons  (which  in- 

cluded 102,564  tons  to  British  India,  a quantity  that  has  never 
been  approached  since);  in  the  first  half  of  1871,  244,784  tons, 
out  of  a total  quantity  of  467,191  tons;  in  the  first  half  of  1872, 
250,011  tons,  out  of  a total  quantity  of  448,042  tons;  in  the  first 
half  of  1873,  ’ 120,468  tons,  out  of  a total  quantity  of  347 >7 5 7 
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tons;  and  in  the  first  half  of  1874,  64,969  tons,  out  of  a total 
quantity  of  427,267  tons. 

“This  statistics  abundantly  prove,  for,  during  the  first  half  of 
this  year,  Russia  has  taken  74,460  tons,  which  is  a much  larger 
total  than  any  since  1870.  Sweden  and  Norway  have  taken,  in 
the  half-year  just  closed,  about  40,000  tons,  which  is  considerably 
more  than  twice  as  much  as  during  the  corresponding  period  of 
the  previous  year,  and  nearly  five  times  as  much  as  was  taken  .in 
the  first  half  of  1872.  Holland  shows  an  increase,  and  Spain  and 
the  Canaries  a large  increase.  Egypt  has  taken  more  this  half- 
year  than  in  the  same  time  in  1872,  and  has  thus  regained  the  posi- 
tion lost  in  1873,  when  only  something  over  fifteen  hundred  'tons 
were  exported  to  ‘that  market.  Jkazil  shows  the  same  tendency, 
the  4,000  tons  taken  in  the  first  half  of  last  year  having  become 
11,500  during  the  six  months  just  closed.  Chili  is  another  not- 
able example.  In  the  first  halves  of  the  following  years  the 
figures  have  been: — 1870,  9,395  tons;  1871,  5,490  tons;  1^72, 
1,352  tons;  1873,  2,908  tons;  1874,  9,185  tons — and  this  in  spite 
of  the  fact  that,  while  the  9,395  tons  taken  during  the  first  half 
of  the  year  1870  cost  but  jQ  73,000,  the  9,185  tons  taken  in  the 
six  months  just  closed  are  valued  at  jQ  104,954,  or  nearly 
£ 35,000  more.  British  North  America  maintains  the  position 
occupied  during  the  last  four  years,  but  British  India  indicates  a 
large  improvement.  While,  during  the  first  half  of  1872,  we  ex- 
ported to  the  latter  market  only  6,624  tons,  and  during  the  cor- 
responding period  of  1873,  only  8,132  tons,  the  figures  for  the  six 
months  just  ended  are  25,026  tons.  Australia  also  shows  a re- 
markable and  eminently  satisfactory  increase.  The  figures  for  the 
first  halves  of  the  following  years  are;  1870,  5,075;  1871,  10,468; 

1872,  10,827;  1873,  9,293;  1874,  38,088.  The  full  force  of  this 
extraordinary  increase  will  be  seen  when  we  say  that  the  average 
price  per  ton  during  the  first  half  of  1872  was  about  ^ 10  7s. 
6d. ; during  the  same  time  in  1873,  about  ^15  3s.  6d. ; and  dur- 
ing the  first,  half  of  the  present  year,  a little  over  ^14.  The 
only  item  remaining  to  be  considered  in  this  connection  is  ‘ Other 
countries.’  The  exports  to  the  various  markets  included  in  this 
comprehensive  term,  during  the  half-year  just  closed,  amount  to 
71,736  tons,  as  against  28,386  tons  in  the  corresponding  period  of 

1873,  and  24,948  tons  in  the  sgime  time  in  1872. 

“ There  are  two  conclusions  to  be  drawn  from  all  this.  One  is 
that  the  demand  which  these  figures  indicate  must  arise  out  of 
the  absolute  necessities  of  the  country,  for  the  average  of  prices 
is  not  yet  .so  low  as  to  admit  of  mere  speculation.  Another  is 
that,  where  railways  go,  there  will  arise  a demand  for  iron  manu- 
factures. The  tendency  of  the  labor  and  fuel  markets  is  to  greater 
quiescence  and  ease,  and  the  tendency  of  prices  is  consequently 
downward.  The  result  of  this  cannot  fail  to  be  some  revival  of 
trade ; indeed,  there  are  not  wanting  indications  that  it  has  already 
commenced.” 
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RAILROADS  AND  COMMERCE. 

In  an  instructive  paper,  read  about  eight  years  ago  before  the 
London  Statistical  Society,  on  the  effect  of  railroads  in  stimulat- 
ing foreign  commerce,  the  author,  Mr.  Dudley  Baxter,  showed 
how  in  every  country  in  Europe  the  expansion  of  commercial  en- 
terprise had  £ept  pace  with  the  enlargement  of  the  network  of 
railroads.  It  would  be  of  considerable  interest  if  some  competent 
writer  of  adequate  knowledge  and  leisure  would  compile  similar 
details  up  to  the  present  time.  The  value  of  the  work  would  be 
greatly  enhanced  if,  besides  the  foreign  commerce,  the  internal 
trade  could  also  be  submitted  to  comparison. 

One  important  part  of  the  statistical  facts  requisite  for  such  a 
work,  will  be  found  in  the  Blue  Book  just  published  by  the  Brit- 
ish Government,  containing  a statistical  abstract  of  the  railways 
of  the  principal  foreign  countries  in  each  year  from  i860  to  1872. 
In  this  elaborate  document,  there  is  a comparison  of  the  length 
of  railways  constructed  of  late  years  in  various  countries.  Com- 
mencing with  Germany,  we  find  that  in  the  year  1850,  there  were 
constructed  railways  to  the  length  of  3,637  miles  in  that  country, 
while  in  1872  the  length  was  12,701  miles,  of  which  considerably 
more  than  half  was  constructed  by  the  State,  and  the  rest  by  pri- 
vate companies.  In  1850,  the  length  of  railways  in  France  was 
1,689  miles  constructed  by  companies,  and  209  miles  by  the 
State;  in  1876,  the  total  amount  was  10,847  miles,  thus  showing 
a very  important  augmentation  in  this  direction.  As  to  the  rail- 
ways of  Russia,  we  note  that  in  the  year  i860  their  length  was 
634  miles,  whereas  in  1870  it  had  increased  to  nearly  7,000  miles, 
a very  small  proportion  of  which  was  constructed  by  the  State. 

The  statistics  also  show  the  same  progress  as  to  railway  construc- 
tion in  Austria,  The  length  of  railways  in  that  country  in  1850 
was  802  miles,  whereas  in  1870  it  was  3,7*24  miles.  It  does  not 
appear  that  in  Austria  any  railways  have  been  built  by  the  State, 
all  having  been  the  work  of  private  companies.  There  were  138 
miles  of  railways  in  Hungary  in  1850,  and  2,151  miles  in  1870; 
there  were  17  miles  of  railway  in  Spain  in  1850,  and  3,380  miles 
in  1870;  there  were  81  miles  of  railway  in  Portugal  in  i860,  and 
439  miles  in  1870;  there  were  265  miles  of  railway  in  Italy 
(including  Rome)  in  1850,  and  4,087  miles  in  1872 ; and  if  may 
be  mentioned  that  with  regard  to  all  these  countries  last  named 
the  construction  of  the  various  lines  has  been  due  rather  to  the 
enterprise  of  companies  than  to  the  enterprise  of  the  State.  In 
Holland,  the  total  length  of  railways  was  in  1850  109  miles,  and 
1,043  miles  in  1872,  of  which  last  quantity  614  miles  were  con- 
structed at  the  instigation  of  the  State. 

19 


Digitized  by  LjOOQle 


282 


banker’s  magazine. 


[October, 


With  regard  to  the  progress  of  railway  construction  in  Sweden, 
in  1850  there  were  only  four  miles  of  railway  in  that  country, 
whereas  the  statistics  report  in  1872  1,198  miles,  by  far  the  great- 
est proportion  of  which  was  the  work  of  the  State.  In  Norway* 
too,  the  construction  of  railways  of  late  years  has  made  equal 
progress.  As  to  Switzerland,  in  the  year  1850  only  sixteen 

miles  of  railway  were  in  operation,  while  in  1872  there  were 
nearly  1,000  miles.  In  Denmark  there  were  twenty  miles  of 
railway  in  1850  against  540  in  1872.  Of  the  railway  net- 
work of  Turkey  and  Greece,  the  statistics  are  not  very  complete, 
but  we  note  that  in  i860  Turkey  possessed  41  miles  of  line,  which 
in  1870  had  increased  to  172.  It  does  not  appear  that  there 
were  any  railways  in  Greece-  until  the  year  1870,  when  a line  was 
constructed  to  the  length  of  six  miles  only.  From  these  statistics, 
speaking  generally,  it  will  be  perceived  how  rapidly  railways  have 
spread  themselves  almost  over  the  whole  world,  certainly  in  all 
countries  with  the  least  pretensions  to  civilization ; and  it  would 
be  interesting  to  learn  how  closely  the  industrial  growth  of  the 
various  countries  has  responded  to  their  railroad  extension. 


OFFICIAL  REPORT  OF  BRITISH  RAILWAYS,  1874. 

The  Board  of  Trade  has  issued  its  railroad  statistics  to  Janu- 
ary 1,  1874,  much  earlier  than  in  previous  years.  We  have  be- 
fore us  the  figures  for  the  year  1873.  The  particulars  respecting 
accidents  we  reserve  for  a future  article.  ’ The  general  statistics 
are  briefly  epitomized  below.  They  offer  several  characteristics  of 
special  interest.  First,  the  railways  in  the  United  Kingdom 
showed,  in  1873,  the  peculiarity  that  working  expenditure  had 
reached  a higher  point,  as  compared  with  gross  receipts,  than 
during  any  preceding  year  for  which  returns  are  given.  The  gross 
receipts  in  1873  were  jQ  57,742,000,  also  the  highest  aggregate  yet 
reached;  the  working  expenditure,  ^30,752,848,  or  53  per  cent.; 
the  net  receipts  were  consequently  £ 26,989,152.  This  last  amount 
represented  a proportion  to  total  paid-up  capital  of  4*59,  that  of 
1872  having  been  4*74,  and  that  of  1871  4*66.  It  does  not  follow 
from  this  that  less  profit  was  earned  by  the  shareholders  in  1873 
than  in  the  two  preceding  years,  but  rather  that  a less  rate  of 
interest  was  paid  by  them  for  loans  with  which  to  carry  on  their 
growing  business. 

Secondly,  there  is  an  increasing  tendency  to  raise  money  on 
guaranteed  rates  of  interest.  Thus  the  debenture  stock  increased 
from  ;£  85,981,51 1 in  1872,  to  ^99,855,120  in  1873,  the  corres- 
ponding figure  in  1871  having  been  ;£  67,282,535,  and  in  1870 

51,220,660;  the  total  capital  in  1873  was  ^588,320,308;  in 
i872>  £ 5^9>°47»346;  in  1871,  ^ 552,661,551 ; and  in  1870, 
£ 529,908,673.  Hence  it  will  be  seen  that  debenture  stock,  has 
been  the  favorite  means,  of  late,  employed  for  increasing  the  com- 


Digitized  by 


Google 


1874.] 


OFFICIAL  REPORT  OF  BRITISH  RAILWAYS. 


283 


panies*  capital,  from  which  it  may  be  inferred  that  they  find  it 
more  profitable  to  trade  on  borrowed  money,  their  credit  allowing 
them  to  raise  it  in  the  market  at  a low  rate  in  comparison  with 
their  rate  of  net  earnings. 

Thirdly,  the  earnings  of  the  roads  are  enhanced  by  the  grow- 
ing density  of  population  and  by  the  consequent  concentration  of 
industry  in  certain  districts  where  special  productive  power  is 
being  developed.  The  gross  receipts  per  mile  of  line  open  for 
traffic  are  higher  than  for  any  preceding  year,  being  ,£3,642 
against  £3,244  in  1872,  ,£3,064  in  1871,  and  so  on  in  a de- 
scending scale  the  farther  back  the  comparison  is  carried.  The 
gross  receipts  per  train  mile  are  al^D  higher  than  of  late,  being 
Ss : against  51.  4 y2d.  in  1872.  This  latter  fact  apparently 

arises  from  traffic  being,  so  to  speak,  denser,  or  perhaps  from 
each  tram  being  larger,  and  §0  capable  of  carrying  more  goods 
and  passengers  than  formerly;  at  any  rate  the  total  number  of 
passengers,  exclusive  of  season-ticket  holders,  had  risen  to 
455>32°>i88  in  1873,  from  422,874,822  in  1872,  and  375,220,754 
in  1871.  The  receipts  from  passengers  alone  were  £ 23,853,892 
in  1873,  a gradual  increase  having  taken  place  during  the  past 
twenty  years  from  £ 10,244,954;  the  passenger  receipts  have  thus 
more  than  doubled  during  that  period,  but  the  number  of  pas- 
sengers carried  has  quadrupled,  from  which  it  may  be  assumed 
that  fares  have  diminished  by  almost  one-half  during  the  past 
twenty  years.  The  following  table  will  show  the  amount  of  the 
various  descriptions  of  railway  capital  in  1873,  and  the  varying 
rates  of  dividend  paid  in  that  year  in  the  United  Kingdom: 


Capital  of  new  companies  the  lines  i 
of  which  were  in  course  of  com  > 
stroebon  and  no  dividend  earned  7 
Constructed  lines  upon  which  no  ) 

dividend  was  paid* j 

Kv-  not  exceeding  i per  cent. 

ex.  1 p.  cL,  not  more  than  a p.  ct 
“ **  •*  ^ ** 


Ordinary.  Guarantied.  Preferential. 

Loans. 

Debenture. 

£ 

£ 

£ 

£ 

£ 

3,502,632 

1,575  • 

< 

140,158  . 

; 

► 49,100 

742,366 

34,111,084  . 

153.635  • 

7,388,039  . 

* 

9.538,635  • 

2,030,121  . 
5,765,166  . 

— 

. — 

1.316,434  • 

101,180  . 

1,400 

46,915 

15,892,222  . 

2,824,234  . 

3,253,620  . 

15,834,373  . 3 

34,765 

105,448 

*4,747.146 

9,667,258  . 

0,473,974 

• 49*9*939 

19,392,813  .; 
21,610,793  . 

39,999,75*  • 

81,620,059  . 24,927,875 

• 47,351,779 

9,979,6s*  • 
1,971,987  • 

3,481,745  . 

364,600 

• *,*97»673 

34,37*,957 

1,753,98*  . 

— 

— 

53.638,35*  • 

758,573  • 

927,500  . 

36,600 

18  000 

3,615,193  . 

— 

— 

— 

— 

19,242,170  . 

490,570  • 

*79,165  . 

— 

. — 

37.o°°  • 

200,000  . 

— 

— 



3,800,846  . 

— 

165,000  . 

— 

. _ 

631,530  • 

39,»*5  • 

— 

— 

— 

Total 


a44H49.8<>5  66,187,541  .121,939,528  . 55.888,314  . 99,855,120 


These  facts  are  very  suggestive.  They  show  that  the  mass  of 
loan  capital  raised  was  at  the  very  moderate  interest  of  3 to  5 per 
cent  per  annum,  and  the  rate  compares  favorably  with  that  paid 
in  1872 ; in  that  year  £ 74,000,000  of  capital  cost  3 to  4 per  cent., 
and  an  equal  amount  4 to  5 per  cent!,  but  in  1873  the  larger 
part  only  cost  the  companies  the  lesser  rate,  seventy -nine  millions 
being  obtained  at  3 to  4 per  cent.,  while  seventy-twb  millions  were 
the  sum  on  which  4 to  5 was  paid. 
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NOTES  ON  ECONOMIC  FALLACIES  AND  THEIR 
AUTHORS. 

No.  1. — Hugh  Chamberlayne  and  the  Land-Banks. 

The  advocates  of  unlimited  issues  of  paper  money  in  this 
country  often  imagine  that  their  theories  are  quite  new,  and  com- 
prise the  latest  results  of  modem  thought.  A little  accurate 
knowledge  of  the  past  wil^  dispel  such  misapprehensions.  We 
propose  to  give  an  occasional  sketch  of  some  of  the  older  wor- 
thies who  have  won  renown  as  paper-money  champions.  The  fol- 
lowing account  of  one  of  these  enthusiasts  from  Lord  Macaulay’s 
History,  reads  almost  as  a familiar  narrative  of  the  views  of  one 
of  our  own  prominent  inflationist  leaders: 

“ Pre-eminently  conspicuous  among  the  political  mountebanks, 
whose  busy  faces  were  seen  every  day  in  the  lobby  of  the  House 
of  Commons,  were  John  Briscoe  and  Hugh  Chamberlayne,  two 
projectors  worthy  to  have  been  members  of  that  academy  which 
Gulliver  found  at  Lagado.  These  men  affirmed  that  the  one  cure 
for  every  distemper  of  the  State  was  a land  bank.  A land  bank 
would  work  for  England  miracles  such  as  had  never  been  wrought 
for  Israel,  miracles  exceeding  the  heaps  of  quails  and  the  daily 
shower  of  manna.  There  would  be  no  taxes ; and  yet  the  ex- 
chequer would  be  full  to  overflowing.  There  would  be  no  poor- 
rates,  for  there  would  be  no  poor.  The  income  of  every  land- 
owner  would  be  doubled.  The  profits  of  every  merchant  would 
be  increased.  In  short,  the  island  would,  to  use  Briscoe’s  words, 
be  the  paradise  of  the  world.  The  only  losers  would  be  the 
moneyed  men,  those  worst  enemies  of  the  nation,  who  had  done 
more  injury  to  the  gentry  and  yeomanry  than  an  invading  army 
from  France  would  have  had  the  heart  to  do.  His  pamphlet  was 
entitled  a proposal  by  Dr.  Hugh  Chamberlayne,  in  Essex  Street, 
for  a bank  of  secure  current  credit  to  be  founded  upon  land,  in 
order  to  the  general  good  of  landed  men,  to  the  great  increase 
of  the  value  of  land,  and  the  no  less  benefit  of  trade  and  com- 
merce, 1695;  proposals  for  the  supplying  their  majesties  with 
money  on  easy  terms,  exempting  the  nobility,  gentry,  &c.,  from 
taxes,  enlarging  their  yearly  estates,  and  enriching  all  the  subjects 
of  the  kingdom  by  a national  land  bank;  by  John  Briscoe.  ‘C 
foriunaios  nimium  / bona  si  sua  norini  Anglicatios .’  Third  edition, 
1696. 

“These  blessed  effects  the  land  bank  was  to  produce  simply  by 
issuing  enormous  quantities  of  notes  on  landed  security.  The 
doctrine  of  the  projectors  was,  that  every  person  who  had  real 
property  ought  to  have,  besides  that  property,  paper-money  to  the 
full  value  of  that  property.  Thus,  if  his  estate  was  worth  two 
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thousand  pounds,  he  ought  to  have  his  estate  and  two  thousand 
pounds  in  paper-money.  Briscoe  says:  ‘Admit  a gentleman  hath 
barely  ^ioo  per  annum  estate  to  live  orfj  and  hath  a wife  and 
four  children  to  provide  for.  This  person,  supposing  no  taxes 
were  upon  his  estates,  must  be  a great  husband  to  be  able  to 
keep  his  charge,  but  cannot  think  of  laying  up  anything  to  place 
out  his  children  in  the  world;  but  according  to  this  proposed 
method  he  may  give  his  children  jQ  500  apiece,  and  have  jQ  90 
per  annum  left  for  himself  and  his  wife  to  live  upon,  the  which 
he  may  also  leave  to  such  of  his  children  as  he  pleases  after  his 
and  his  wife’s  decease.  For  first  having  settled  his  estate  of  ;£ioo 
per  annum,  as  in  proposals  1,  3,  he.  may  have  bills  of  credit  for 
,£2,000  for  his  own  proper  use,  for  10s.  per  cent  per  annum,  as 
in  proposal  22,  which  is  but  £ 10  per  annum  for  the  jQ  2,000, 
which  being  deducted  out  of  his  estate  of  ;£  100  per  apnum, 
there  remains  ^90  per  annum  clear  to  himself.’  It  ought  to  be 
observed  that  this  nonsense  reached  a third  edition. 

“ Both  Briscoe  and  Chamberlayne  treated  with  the  greatest  con- 
tempt the  notion  that  there  could  be  an  over-issue  of  paper  as 
long  as  there  was  for  every  ten-pound  note  a piece  of  land  in  the 
country  worth  ten  pounds.  Nobody,  they  said,  would  accuse  a 
goldsmith  of  over-issuing,  so  long  as  his  vaults  contained  guineas 
and  crowns  to  the  full  value  of  all  the  notes  which  bore  his  sig- 
nature. Indeed,  no  goldsmith  had  in  his  vaults  guineas  and 
crowns  to  the  full  value  of  all  his  paper.  And  was  not  a square 
mile  of  rich  land  in  Taunton  Dean  at  least  as  well  entitled  to  be 
called  wealth  as  a bag  of  gold  or  silver?  The  projectors  could 
not  deny  that  many  people  had  a prejudice  in  favor  of  the  pre- 
cious metals,  and  that  therefore,  if  the  land  bank  were  bound  to 
cash  its  notes,  it  would  very  soon  stop  payment.  This  difficulty 
they  got  over  by  proposing  that  the  notes  should  be  inconvertible, 
and  that  everybody  should  be  forced  to  take  them. 

“The  speculations  of  Chamberlayne  on  the  subject  of  the  cur- 
rency may  possibly  find  admirers  even  in  our  own  time.  But  to 
hi s other  errors  he  added  an  error  which  began  and  ended  with 
him.  He  was  fool  enough  to  take  it  for  granted,  in  all  his  rea- 
wnings,  that  the  value  of  an  estate  varied  directly  as  the  dura- 
tion. He  maintained  that  if  the  annual  income  derived  from  a 
manor  were  a thousand  pounds,  a grant  of  that  manor  for  twenty 
years  must  be  worth  twenty  thousand  pounds,  and  a grant  for  a 
hundred  years  worth  a hundred  thousand  pounds.  If,  therefore, 
the  lord  of  such  a manor  would  pledge  it  for  a hundred  years  to 
the  land  bank,  the  land  bank  might,  on  that  security,  instantly 
issue  notes  for  a hundred  thousand  pounds.  On  this  subject 
Chamberlayne  was  proof  to  ridicule,  to  argument,  even  to  arith- 
metical demonstration.  He  was  reminded  that  the  fee  simple  of 
land  would  not  sell  for  more  than  twenty  years’  purchase.  To 
say,  therefore,  that  a term  of  a hundred  years  was  worth  five 
times  as  much  as  a term  of  twenty  years,  was  to  say  that  a term 
of  a hundred  years  was  worth  five  times  the  fee  simple ; in  other 
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words,  that  a hundred  was  five  times  the  infinity.  Those  who 
reasoned  thus  were  refuted  by  being  told  that  they  were  usurers; 
and  it  should  seem  that  a large  number  of  country  gentlemen 
thought  the  refutation  complete. 

“ In  December,  1693,  Chamberlayne  laid  his  plan,  in.  all  its 
naked  absurdity,  before  the  Commons,  and  petitioned  to  be  heard. 
He  confidently  undertook  to  raise  eight  thousand  pounds  on  every 
freehold  estate  of  a hundred  and  fifty  pounds  a year,  which 
should  be  brought,  as  he  expressed  it,  into  his  land  bank,  and 
this  without  dispossessing  the  freeholder.  Commons'  Journal,  Dec. 
7,  1693.  I am  afraid  that  I may  be  suspected  of  exaggerating 
the  absurdity  of  this  scheme.  I therefore  transcribe  the  most  im- 
portant part  of  the  petition:  ‘In  consideration  of  the  freeholders 
bringing  their  lands  into  this  bank,  for  a fund  of  current  credit, 
to  be.  established  by  act  of  Parliament,  it  is  now  proposed  that, 
for  every  £150  per  annum,  secured  for  one  hundred  and  fifty 
years,  for  but  one  hundred  yearly  payments  of  £ 100  per  annum, 
free  from  all  manner  of  taxes  and  deductions  whatsoever,  every 
such  freeholder  shall  receive  ,£4,000  in  the  said  current  credit, 
and  shall  have  £ 2,000  more  put  into  the  fishery  stock  for  his 
proper  benefit ; and  there  may  be  further  £ 2,000  reserved  at  the 
Parliament’s  disposal  towards  carrying  on  this  present  war.  . . . 

The  freeholder  is  never  to  quit  the  possession  of  his  said  estate 
unless  the  yearly  rent  happens  to  be  in  the  arrear.’ 

“ All  the  squires  in  the  House  must  have  known  that  the  fee 
simple  of  such  an  estate  would  hardly  fetch  three  thousand  pounds 
in  the  market.  That  less  than  the  fee  simple  of  such  an  estate 
could,  by  any  device  be  made  to  produce  eight  thousand  pounds, 
would,  it  might  have  been  thought,  have  seemed  incredible  to 
the  most  illiterate  fox-hunter  that  could  be  found  on  the  benches. 
Distress,  however,  and  animosity,  had  made  the  landed  gentlemen 
credulous.  They  insisted  on  referring  Chamberlayne’s  plan  to  a 
committee;  and  the  committee  reported  that  the  plan  was  prac- 
ticable, and  would  tend  to  the  benefit  of  the  nation.  But  by  this 
time  the  united  force  of  demonstration  and  derision  had  begun  to 
produce  an  effect  even  on  the  most  ignorant  rustics  in  the  House. 
The  report  lay  unnoticed  on  the  table;  and  the  country  was 
saved  from  a calamity,  compared  with  which  the  defeat  of 
Landen  and  the  loss  of  the  Smyrna  fleet  would  have  been  bless- 
ings.” 

It  is  not  the  object  of  these  notes  to  refute  by  elaborate  argu- 
ment the  fallacies  held  up  to  public  reprobation.  We  wish  rather 
to  expose  than  to  refute.  It  is  plain 'to  the  most  cursory  observer 
that  the  chief  faults  of  Chamberlayne’s  scheme  were  two:  first,  he 
forgot  that  money,  to  keep  its  value  while  inconvertible,  must  be 
limited  most  stringently  in  amount.  This  principle  he  violated  by 
proposing  to  issue  legal-tender  paper  to  enormous  amounts,  as  fast 
as  it  should  be  asked  for  by  the  owners  of  land. 

Secondly,  he  ignored  the  fact  that  the  land  which  was  supposed 
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to  be  a basis  for  his  irredeemable  notes  was  really  no  basis  at  all, 
because  no  holder  of  a note  could  seize  the  land,  or  would  be 
fully  indemnified  if  he  could  seize  upon  it^  In  this  country,  and 
wherever  else  land-banks  have  been  set  up,  their  uniform  failure 
is  to  be  attributed  to  one  or  both  of  these  two  fatal  defects  in 
the  system.  John  Stuart  Mill,  in  his  Pblitical  Economy , Book  III., 
chap.  13,  discusses  these  errors  as  follows : 

“Of  the  fallacies  by  which  paper-money  schemers  impose  on 
themselves,  one  of  the  commonest  is  that  a paper  currency  can 
not  be  issued  in  excess  so  long  as  every  note  issued  represents 
property,  or  has  a foundation  of  actual  property  to  rest  on.  On 
this  theory  there  have  been  many  schemes  for  coining  the  whole 
land  of  the  country  into  money  and  the  like. 

“In  so  far  as  this  notion  has  any  connection  at  all  with  reason 
it  seems  to  originate  in  confounding  two  distinct  evils  to  which  a 
paper  currency  is  liable.  One  is  the  insolvency  of  the  issuers; 
which,  if  the  paper  is  grounded  on  their  credit — if  it  makes  any 
promise  of  payment  in  cash,  either  on  demand  or  at  any  future 
time— of  course  deprives  the  paper  of  any  value  which  it  derives 
from  the  promise.  To  this  evil  paper  credit  is  equally  liable,  how- 
ever moderately  used;  and  against  it  a proviso  that  all  issues 
should  be  ‘ founded  on  property/  as  for  instance,  that  notes  should 
only  be  issued  on  the  security  of  some  valuable  thing  expressly 
pledged  for  their  redemption,  would  really  be  efficacious  as  a pre- 
caution. But  the  theory  takes  no  account  of  another  evil,  which 
is  incident  to  the  notes  of  the  most  solvent  firm,  company  or 
government : that  of  being  depreciated  in  value  from  being  issued 
in  excessive  quantity.  The  assignats,  during  the  French  Revolu- 
tion, were  an  example  of  a currency  grounded  on  these  principles. 
The  assignats  represented  an  immense  amount  of  highly  valuable 
property,  namely,  the  lands  of  the  crown,  the  church,  the  monas- 
teries, and  the  emigrants;  amounting  possibly  to  half  the  territory 
of  France.  They  were,  in  fact,  orders  or  assignments  on  this  mass 
of  land.  The  revolutionary  government  had  the  idea  of  ‘ coining  * 
these  lands  into  money.  They  imagined  that  the  assignats  would 
come  rapidly  back  to  the  issuers  in  exchange  for  land,  and  that 
they  should  be  able  to  reissue  them  continually.  Their  hope  was 
frustrated ; the  land  did  not  sell  so  quickly.  The  bits  of  paper 
which  represented  land  becoming  prodigiously  multiplied,  could  no 
more  keep  up  their  value  than  the  land  itself  would  have  done  if 
it  had  all  been  brought  to  marjcet,  and  at  last  it  required  an  as- 
signat of  five  hundred  francs  to  pay  for  a cup  of  coffee.” 

Mr.  Mill  elaborates  this  argument  at  considerable  length.  It  is 
unnecessary  for  us  to  pursue  it  further,  as  the  error  of  Chamber- 
layne’s  fundamental  principles  must  be  obvious.  As  to  his  absurd 
notion  that  the  owner  of  landed  property  might  issue  paper  money 
upon  it  to  the  amount  of  a hundred  years’  rent,  Macaulay’s  ex- 
perience as  a lawyer  suggested  to  his  mind  a much  better  refuta- 
tion than  seems  to  have  occurred  to  Mill. 


Digitized  by  LjOOQle 


288 


banker’s  magazine. 


[October, 


FINANCES  OF  THE  UNITED  STATES  OF  COLOMBIA, 

The  latest  official  statistics  accessible  to  us  are  from  the  Minis- 
ter at  London  of  the  United  States  of  Colombia,  who  published 
in  August  the  following  data  from  the  annual  report,  which  the 
Secretary  of  the  Treasury  and  National  Credit  presented  to  the 
Colombian  Congress  at  its  last  session : 

“ On  the  31st  December,  1873,  the  Public  Debt  of  Colombia 
amounted  to  the  following  aggregates: 

“ The  Interior  Debt  classified  thus : 

Nominal  rente  preferred $ 1,692,670 

Ordinary  rente 3,1 18,300 

Rente  to  bearer... 3,949,360 

Bonds  of  the  floating  debt 1,547,200 

Bonds  without  interest 304,640 

$10,612,170 

“The  Exterior  Debt,  arising: 

1st.  From  loans  and  war  material  raised  for  the  War 
of  Independence  (as  per  agreement  made  with  the 
creditors,  dated  1st  January,  1873),  £ 2,000,000, 


equal $ 10,000,000 

2nd.  From  a loan  of  £ 200,000  contracted  in  1863,  for 
the  purpose  of  building  a road  in  the  south  of  the 

Republic . 702.500 

3d.  From  a contract  made  in  1865  for  the  purchase  of 

two  steamers 140,000 

$ 10,842,500 


Total  of  the  Public  Debt  of  Colombia $21,454,670 


“The  nominal  and  ordinary  Rentes  of  the  Interior  Debt  repre- 
sent a consolidated  capital;  in  consequence,  the  Government  are 
only  obliged  to  pay  interest  on  them  at  the  rate  of  6 per  cent, 
per  annum  on  the  former,  and  3 per  cent,  on  the  latter. 

“ The  bonds  of  the  Floating  Debt  have  a special  fund  for  their 
amortization,  for  they  are  receivable  in  payment  of  sales  of  mort- 
main property,  and,  as  the  value  of  the  latter  exceeds  by  a large 
amount  that  of  the  bonds,  they  will  not  require,  as  they  have 
hitherto  not  required,  any  erogation  from  the  Treasury.  Deduct- 
ing, then,  from  the  total  amount  0/  the  Interior  Debt  the  amount 
of  the  three  classes  of  debt  just  mentioned,  there  remains  a resi- 
due of  $ 4,254,000  (jQ  850,800),  corresponding  to  the  amounts  of 
the  Rente  to  bearer  and  bonds  without  interest,  which  the  Repub- 
lic is  obliged  to  redeem.  This  operation  is  effected  by  means  of 
monthly  public  auctions;  and,  in  view  of  the  results  obtained 
during  the  last  two  years  that  this  system  has  been  practiced,  one 
may  rest  assured  that  in  the  course  of  three  or  four  years  this 
item  will  be  wiped  off. 

“ The  Exterior  Debt,  contracted  for  the  War  of  Independence, 
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wiD  bear  4J2  per  cent,  per  annum  until  the  end  of  the  year  1877 y 
and  per  cent,  from  1878  and  afterwards ; but,  should  the  im- 
port dues  in  the  year  produce  $ 3,000,000  net,  the  interest  is  to 
be  increased  to  5 per  cent.  The  amortization  of  this  debt  will 
begin  from  the  said  year  1878^  by  means  of  an  accumulating  fund 
of  $125,000  per  annum. 

“ The  general  Treasury  of  the  Republic  hands  over,  every 
month,  to  the  agent  of  the  creditors,  the  twelfth  part  of  the  sum 
needed  to  cover  the  annual  interest.  This  interest  is  paid  every 
three  months,  and  the  payments  are  made  with  rigorous  punctu- 
ality. 

44  For  the  payment  of  interest  and  for  the  amortization  of  the 
capital  of  the  Exterior  Debt  arising  from  the  loan  of  1863,  the 
Republic  has  to  deliver,  every  month,  $ 10,000;  and,  besides  this 
sum,  others  are  sought  to  be  appropriated,  with  the  object  of  ac- 
celerating the  amortization  of  such  debt. 

44  The  debt  contracted  for  the  purchase  of  two  steamers  amount- 
ed to  $350,000,  and  of  this  sum  $210,000  had  already  been  re- 
deemed, when  the  suspension  of  further  payments  was  decreed, 
because  of  a misunderstanding  upon  the  real  amount  of  the  debt. 
In  this  matter  the  Attorney-General  has  taken  action,  and  the 
case  is  now  being  carried  on.  . In  proceeding  thus,  payment  has 
not  been  sought  to  be  evaded;  a stand  has  been  taken  on  one's 
rights;  and  so  scrupulously  has  the  affair  been  conducted,  that 
the  suspension  of  payment  has  not  been  brought  to  bear  on  those 
persons  who  have  shown  that  they  were  bona  fide  holders  of  any 
of  the  bonds  representing  that  debt. 

“The  amount  of  the  debt  which  the  Colombian  Treasury  has 
to  bear  being  known,  it  remains  to  be  seen  whether  the  Treasury 
is  in  such  a position  as  to  be  enabled  to  meet  the  engagements  it 
has  entered  into  with  its  creditors. 

“Up  to  the  financial  year  which  expired  on  the  31st  August, 
1871,  the  Treasury  accounts  showed  a constant  deficit , and,  not- 
withstanding this,  the  home  creditors  were  paid  on  the  terms 
stipulated  by  law;  and,  with  regard  to  the  foreign  creditors,  the 
agreement  of  1861  was  being  carried  out,  until  it  was  superseded 
by  a Treaty  dated  1st  January,  1873,  to  which  you  have  made 
reference  before.  On  the  31st  August,  1872,  the  deficit  had  dis- 
appeared, and,  at  the  expiration  of  the  ‘next  financial  year  (/.  e., 
on  the  31st  August,  1873),  the  Treasury  accounts  showed  a 
surplus,  notwithstanding  that  during  this  and  the  preceding  year 
1 1,811,500  were  appropriated  for  old  obligations  and  for  extra- 
ordinary expenses  of  a transitory  character. 

“The  Treasury  accounts  balanced  on  the  31st  August,  1873, 
showed  the  following  results: 


Product  of  revenue $ 4*855, 5°° 

Expenditure 3,997*5°° 

Surplus $ 858,000 
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which  surplus  increased  four  months  afterwards — that  is,  on  the 
31st  December,  1873 — to  $896,100. 

In  the  estimates  for  the  financial  year  1874-1875,  are  reck- 


oned : 

Product  of  revenue,  at $4,003,728 

Amount  of  expenditure,  including,  of  course,  that  needed 
for  the  Interior  and  Exterior  Debts 3,000,000 

Surplus $ 1,003,728 


The  foregoing  statement  is  signed  by  Justo  Arosemena,  Colom- 
bian Minister,  and  by  Gregorio  Obregon,  Special  Commissioner 
for  Railway  Contracts.  It  is  dated  at  London,  August  1,  1874. 


MR.  McCULLOCH’S  LETTER  ON  THE  FINANCES. 

Mr.  Hugh  McCulloch,  in  declining  an  invitation  to  address 
his  old  friends  at  Cincinnati  on  the  financial  situation,  has  written 
an  elaborate  letter  which  is  well  worthy  of  being  placed  on  record. 
We  have  not  space  for  the  whole,  but  the  essential  paragraphs  ol 
the  letter  are  given  verbatim,  as  follows: 

My  opinions  upon  the  subject  of  the  currency  are  well  known 
by  those  who  took  the  trouble  to  read  my  Fort  Wayne  speech, 
and  my  reports  as  Secretary  of  the  Treasury  from  1865  to  1869. 
The  opinions  I then  expressed,  in  language  as  strong  and  un- 
equivocal as  I could  command,  have  neither  been  changed  nor 
mo<  lifted.  On  the  contrary,  they  have  been  confirmed  and 
strengthened  by  further  observation  and  reflection.  I thought  it 
to  be  the  duty  of  Congress,  considering  the  subject  in  its  moral 
as  well  as  its  financial  bearings,  to  adopt  decisive  and  effective 
measures  to  bring  about  specie  payments,  and  that  the  time  for 
the  adoption  of  these  measures  was  at  the  close  of  the  wrar.  I 
did  not  think  that  ‘the  way  to  prepare  for  specie  payments  was 
to  resume,’  but  I did  think  it  of  vital  importance  to  the  best 
interests  of  the  country  that  the  restoration  of  the  specie  standard 
should  be  the  end  and  aim  of  all  legislation  bearing  upon  the 
subject  of  the  currency.  My  conviction  was  clear  and  decided 
that  this  could  only  be  ‘effected  within  any  reasonable  time,  and 
before  such  financial  disaster  as  has  recently  occurred  would  over- 
whelm the  country,  by  retiring  so  much  of  the  paper  currency  in 
circulation  as  would  be  necessary  to  bring  up  the  residue  to  par. 
******** 

In  my  earliest  utterances  upon  the  financial  question,  in  a free 
talk  with  my  Fort  Wayne  friends,  I remarked  that,  ‘while  I re- 
garded an  exclusive  metallic  currency  among  an  enterprising  and 
commercial  people  as  an  impracticable  thiug,  I regarded  an  irre- 
deemable paper  currency  as  an  evil  which  circumstances  for  a 
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season  might  render  a necessity,  but  which  should  never  be  sus- 
tained as  a policy;  that  the  legal-tender  notes  were  issued  as  a 
war  measure,  and  that  as  the  war  had  been  brought  to  a success- 
ful termination,  measures  should  be  instituted  for  retiring  them 
altogether,  or  bringing  them  up  to  the  specie  standard;  that  I 
had  -no  faith  in  a prosperity  that  was  based  upon  depreciated 
paper  money,  and  that  I saw  no  safe  path  to  tread  but  that 
which  led  to  specie  payments;  that  the  extremely  high  prices  pre- 
vailing in  the  United  States  were  an  unerring  indication  that  we 
were  measuring  property  by  a false  standard;  that  the  United 
States  were  becoming  the  best  country  in  the  world  for  foreigners 
to  sell  in  and  the  worst  to  buy  in;  that  the  longer  inflation  con- 
tinued the  more  difficult  would  it  be  to  get  back  to  the  solid 
ground  of  specie  payments;  that  if  Congress  should,  early  in  the 
approaching  session  (1865  and  1866),  authorize  the  finding  of  the 
legal-tender  notes,  and  the  work  of  reduction  should  be  com- 
menced and  carried  on  resolutely,  but  carefully  and  prudently,  we 
should  reach  the  solid  ground  without  serious  embarrassment  to 
legitimate  business.  If  not,  we  shall  have  a brief  period  of  hollow 
and  seductive  prosperity,  resulting  in  widespread  bankruptcy  and 
disaster.*  Such  were  my  sentiments  then,  and  such  are  they  now. 

• ••••*•* 

“A  sound  currency  is  the  very  life-blood  of  a commercial  peo- 
ple. None  but  bankrupt  nations,  with  the  exception  of  the  United 
States,  keep  in  circulation  an  irredeemable  paper  currency,  a cur- 
rency which,  in  their  cases,  tends  to  produce  and  perpetuate  the 
poverty  it  indicates  To  the  United  States  such  a currency  is 
utterly  disreputable,  since  there  is  not  the  slightest  necessity  for  it. 
That  a nation  so  rich  as  ours,  so  grand  in  its  resources,  so  vast 
in  its  productions — a nation  which  has  challenged  the  admiration 
of  the.  civilized  world  by  the  rapid  reduction  of  its  public  debt, 
commencing  that /reduction  at  the  close  of  a war  the  most  expen- 
sive that  has  ever  been  carried  on,  and  actually  reducing  it  at 
the  rate  of  nearly  a hundred  million  of  dollars  a year — that  such 
a nation  should  for  so  long  a period  maintain  a depreciated  cir- 
culating medium,  made  lawful  money  by  statute,  is  to  intelligent 
foreigners  an  inexplicable  mystery.  The  specie  standard  ought  to 
have  been  restored  ere  now,  and  I believe  it  would  have  been,  if 
that  great  power  in  the  land,  the  press,  had  given  to  the  doctrines 
enunciated  from  the  Treasury  Department  from  1865  to  1869  the 
hearty  indorsement  it  has  given  to  similar  doctrines  when  pro- 
claimed by  the  President  in  1874 

“As  parties  now  stand  the  financial  question  cannot  be  made  a 
strictly  party  question,  nor  will  it  ‘be,  as  at  the  latter  part  of  the 
kte  session  it  was  feared  might  be  the  case,  a sectional  one.  It 
K a question  upon  which  there  will  be  differences  of  opinion 
among  men  of  the  same  party  and  the  same  State.  That  there 
should  be  speedy  legislation  and  a definite  policy  established 
everybody  who  is  not  a gambler  in  business  admits  and  desires. 
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Nothing  but  further  inflation  can  be  worse  than  uncertainty  upon 
a matter  so  important  to  the  well-being  of  the  country  as  the 
currency.  It  is  for  these  reasons  that  I feel  at  liberty  to  give,  mj 
opinion  upon  the  financial  legislation  that  is  required.  I state  mj 
views  frankly,  not  as  presenting  the  only  way,  but  as  what  seems 
to  me  the  most  certain  and  direct  way  of  returning  to  specie ‘pay- 
ments. If  a wiser  plan  shall  be  adopted,  no  one  will  be  raort 
pleased  than  myself. 

“ First — Congress  should  fix  a period,  say  the  ist  of  December, 
1876 — the  time  is  not  material,  if  it  be  not  remote — after  which 
United  States  notes  should  cease  to  be  a legal  tender. 

“ Second — The  Secretary  of  the  Treasury  should  be  authorized 
to  retire,  by  the  use  of  the  surplus  revenue,  and,  if  this  should  bt 
insufficient,  by  the  sale  of  bonds,  at  least  $50,000,000  of  United 
States  notes  per  annum  until  all  have  been  retired,  and  he  shal 
be  prohibited  from  reissuing  the  notes  thus  retired  under  any  pre 
text  or  circumstances  whatever. 

“ Third—  In  lieu  of  the  United  States  notes  retired,. an  equal 
amount  of  bank  notes,  if  they  should  be  required,  should  hi 
issued  to  National  banks. 

Fourth — When  the  specie  standard  has  been  re-established  by 
the  repeal  of  the  legal -tender  acts,  banking  should  be  made  free, 
and  Congress  should  cease  to  interfere  with  the  currency,  excepl 
so  far  as  may  be  necessary  to  prevent  illegal  issues,  and  to  pro- 
vide that  every  dollar  in  circulation  by  authority  of  law  shall  be 
secured  beyond  a contingency,  as  is  now  the  case,  by  a deposil 
of  United  States  bonds  in  the  Treasury 

“ The  advocates  in  Congress  of  inflation  or  an  increase  of  cur- 
rency, were  chiefly  from  the  Western  States.  How  truly  they  re- 
flected the  sentiments  of  that  section  I cannot  say,  but  I am  sure 
that  what  is  needed  in  the  West  is  not  so  much  more  money  as 
better  money,  and  greater  and  cheaper  means  for*  the  transportation 
of  its  products  to  the  markets.  There  is  no  class  of  men  who  are 
so  much  injured  by  irredeemable  paper  money  as  the  agriculturists, 
It  is  the  farmer,  especially,  who  is  cheated  by  fictitious  money, 
It  is  said,  I know,  that  he  pays  his  taxes  with  it  arid  for  what 
he  needs  to  purchase,  but  is  it  not  true,  also,  that  it  increases  his 
taxes  and  adds  largely  to  the  cost  of  what  he  buys  ? 

“ The  cotton,  sugar  and  rice  of  the  South,  and  the  grain,  beel 

and  pork  of  the  West,  are  needed  at  home  and  by  foreign  nations, 
and  they  will  always  command  money.-  The  people  who  have 
them  to  dispose  of  must  decide  what  kind  of  money  it  shall  be — 
money  in  the  form  of  broken  promises,  or  gold  and  silver,  and 
convertible  bank-notes. 

“ I have  been  for  a long  time  absent  from  the  country,  but  I 
am  greatly  deceived  if  the  demand  at  the  West  for  more  currency 
does  not  come  chiefly  from  those  who  have  little  or  nothing  to 

sell,  and  who  would  be  consequently  injured  by  a compliance 

with  their  demands.  There  may  be  at  present  depression  in  the 
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price  of  agricultural  products,  but  this  is  not  owing  to  a scarcity 
of  money,  but  to  a falling  off  in  the  demand  for  them.  Con- 
sumption at  home  is  less,  and  the  foreign  demand  is  smaller  than 
they  have  been.  Many  of  our  manufactories  are  idle,  and  the 
European  markets  are  disturbed  by  our  financial  troubles.  It  is 
these  causes,  which  are  only  temporary,  and  not  scarce  money, 
which  occasion  the  depression  which  at  present  exists.  . . . 

“There  need  then  be  no  apprehension  on  the  part  of  the 
fanners  of  the  West  that  they  would  be  injured,  or  that  there 
would  be  a scarcity  of  money,  by  reason  of  the  withdrawal  of 
the  United  States  notes  or  a reduction  of  paper  circulation.  For 
every  dollar  of  depreciated  currency  withdrawn  they  would  have 
a dollar,  in  value  at  least,  of  convertible  paper  or  of  specie.  What 
is  true  in  regard  to  farmers  is  equally  true  in  regard  to  manufac- 
turers, merchants  and  .laborers 

“In  regard  to  a substitution  of  bank-notes  for  greenbacks,  I 
have  only  to  say  that  there  ought  not  to  be,  and  there  will  not 
long  be,  two  kinds  of  paper  money  in  circulation.  One  kind  or 
the  other  will  occupy  the  field.  This  I think  inevitable.  We 
shall  get  rid  of  the  United  States  notes,  or  there  will  be  an  irre- 
sistible demand  for  more  of  them.  I advocate  the  substitution  of 
bank-notes  for  United  States  notes,  because  the  latter  stand  in 
the  way  of  a return  to  specie 

“I  advocate  the  substitution  of  bank-notes  for  United  States 
notes,  also,  because  I regard  it  of  exceeding  importance  that  the 
subject  of  the  currency  should  be  withdrawn  from  politics.  Poli- 
ticians are  necessarily  agitators.  They  cannot  be  otherwise.  They 
need  capital,  and  agitation  is  capital.  That  this  capital  should 
not  be  made  by  a perpetual  interference  with  what  affects  every 
man’s  interest  is  an  obvious  truth.  A Government  currency, 
therefore,  is  not  what  is  needed  for  a circulating  medium.  No 
political  party  should  be  intrusted  with  the  power  of  making 
money,  or  what  is  called  money,  scarce  or  plenty  at  pleasure. 

“Let  the  United  States  notes  be  retired.  Let  the  restraints 
upon  bank  circulation  be  removed.  Let  banking  be  free  and  the 
business  of  banking  be  managed  by  those  who  embark  in  it. 
Let  the  circulation  of  banks,  secured  by  the  bonds  of  the  Govern- 
ment, be  regulated  by  their  ability  to  redeem,  and  by  the  require- 
ments of  the  country,  and  we  shall  have  that  freedom  from 
political  interference,  and  that  flexible  yet  stable,  because  convert- 
ible, currency  which  is  needed  to  stimulate  enterprise  and  to  se- 
cure to  labor  its  proper  reward. 

“The  loss  that  the  people  would  sustain  in  the  matter  of  interest 
by  the  withdrawal  of  United  States  notes,  if  this  loss  should  not 
be  made  up  by  the  taxes  assessed  upon  the  banks  and  the  facili- 
ties which  they  render  to  business,  would  be  small  in  comparison 
with  what  would  be  gained  by  the  withdrawal  of  the  currency 
question  from  the  arena  of  politics.  I am  no  advocate  of  banks. 
If  they  did  not  exist  I might  regard  the  creation  of  them  a ques- 
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tion  of  doubtful  expediency,  but  they  are  so  interwoven  with  oui 
financial  interests  that  they  could  not  be  destroyed  without  a finan- 
cial revolution.  And  it  must  be  borne  in  mind,  in  considering 
our  banking  system,  that  it  is  a very  different  one  from  thal 
which  it  superseded,  in  as  much  as  it  gives  to  the  people  a circu- 
lation of  uniform  values  and  unquestionable  solvency.  It  is  un- 
doubtedly the  best  system  now  in  existence,  and  it  should  be 
sustained  until  a better  one  is  devised,  or  until  the  country  is  pre- 
pared to  do  without  banks  altogether.  * 

“There  is  another  subject  to  which  I should  not  allude  if  there 
was  not  a ‘ plank  in  the  platform  ’ adopted  by  the  recent  Demo 
cratic  Convention  at  Indianapolis  in  favor  of  the  payment  of  the 
five-twenty  bonds  in  greenbacks.  Although  it  is  known  that  part) 
platforms  are  usually  made  to  be  disregarded  and  ‘spit  upon/  the 
expression  of  such  a sentiment  by  an  intelligent  and  highly-respect 
able  body  of  men,  claiming  to  represent  a great  political  party 
whose  record  upon  financial  questions  has  been  most  creditable,  ij 
calculated  to  mislead  well-meaning  people,  if  not  to  damage  th< 
national  credit.  This  subject  is  rapidly  losing  its  interest,  in  a pe 
cuniary  point  of  view,  by  the  fact  that  the  five-twenties  are  bein^ 
rapidly  converted  into  five-per-cents.,  which,  in  order  to  preven 
any  question  in  regard  to  the  currency  in  which  they  are  to  b< 
paid,  are  upon  their  face  made  payable  in  coin. 

“Still,  presented  as  it  has  been  for  the  consideration  of  th< 
voters  of  Indiana,  it  is  not  without  importance.  I feel  it  to  b< 
important  because  it  affects  the  good  name  of  my  own  State 
That  the  five-twenty  bonds  should  not  and  can  not  be  paid  ir 
depreciated  greenbacks,  is  evident  for  the  following  reasons : 

“ First — These  bonds  are  National  obligations,  intended  to  lx 
circulated  and  held  in  foreign  countries  as  well  as  in  the  Unitec 
States,  and  all  such  obligations  are  always  understood  to  be  pay 
able  in  the  currency  which  alone  is  recognized  as  money  by  th< 
common  consent  of  the  great  family  of  nations. 

“ Second ■ — They  can  not  be  so  paid,  because  it  could  not  b< 
done  without  increasing  the  issue  of  the  legal-tender ‘notes  beyonc 
$ 400,000,000,  and  a large  portion  of  these  bonds  were  issuec 
after  the  faith  of  the  Government  had  been  pledged  by  act  o 
Congress  that  this  should  be  the  limit;  and  because  Congress  b) 
a special  act  of  1869  declared  that  these  bonds  are  payable  ir 
coin. 

“ Third—- Because  it  was  the  express  understanding  between  the 
Government  and  the  people  when  these  bonds  were  issued  thal 
the  principal  as  well  as  the  interest  should  be  paid  in  coin. 

“The  language  of  the  resolution,  “We  are  in  favor  of  the  re 
demption  of  the  five-twenty  bonds  in  greenbacks,  according  tc 
the  law  under  which  they  were  issued,”  if  not  positively  untrue 
is  calculated  to  mislead.  That  these  bonds  should  be  paid  ir 
greenbacks  is  not  in  accordance  with  the  law  under  which  they 
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were  issued.  The  reverse  is  the  fact.  It  is  true  that  the  law 
does  not  expressly  state  that  they  are  payable  in  coin,  but  it  is 
provided  that  the  interest  shall  be  so  paid.  If  it  is  silent  in  re- 
gard to  the  principal,  it  is  because  no  one  at  that  time  regarded 
the  United  States  notes  as  anything  else  than  a temporary  cur- 
rency, which  was  to  be  redeemed  or  retired  by  conversion  into 
bonds  long  before  the  bond,  by  their  terms,  would  be  brought 
under  the  control  of  the  Government.  By  every  member  of  the 
House  and  of  the  Senate  who  participated  in  the  debate  when 
the  issue  of  .these  bonds  was  under  consideration,  and  who,  in 
terms,  alluded  to  them,  they  were  spoken  of  as  gold  bonds.  Who, 
in  fact,  ever  heard  of  a National  obligation,  the  interest  oh  which 
was  payable  in  one  kind  of  currency  and  the  principal  in  another, 
and  what  would  be  thought  of  a people  who  should  take  advan- 
tage of  the  technical  construction  of  their  own  law,  and  compel 
the  holders  of  their  bonds  to  take  in  payment  thereof  their  own 
dishonored  and  depreciated  paper,  notwithstanding  their  servants 
in  the  Treasury  Department,  their  agents  who  solicited  subscrip- 
tions, and  the  public  press,  with  the  full  knowledge  and  approval 
of  the  law-making  power,  had  represented  the  principal  as  well 
as  the  interest  of  the  bonds  to  be  payable  in  coin ! 

“To  do  such  an  act,  the  people  of  the  United*  States  would 
reach  a depth  of  degradation  and  dishonor  to  which  no  nation 
has  yet  descended.” 

The  rest  of  the  letter  is  devoted  to  a description  of  the  tariff. 
Mr.  McCulloch  declares  himself  a free-trader.  He  concludes  with 
the  declaration  that  although  in  his  opinion  it  will,  at  no  dis- 
tant day,  be  as  difficult  to  find  a protectionist  in  this  country  as 
it  is  to  find  a land-holder  in  England  who  would  acknowledge 
that  he  ever  favored  the  Corn-Laws,  and  although  the  United 
States,  with  their  rich  soil,  abounding  resources  and  intelligent 
people,  will  prosper,  no  matter  what  laws  may  be  upon  the  stat- 
ute-book, still  they  will  never  make  the  advance  which  they  are 
capable  of  making  in  wealth,  in  morals  and  civilization  until  they 
have  a sound  currency  and  freer  trade  with  foreign  nations.  We 
print  on  the  following  pages  some  suggestive  comments,  from  a 
valued  contributor,  on  the  financial  part  of  Mr.  McCulloch’s  prop- 
ositions. 
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FINANCIAL  PLANS  OF  THE  DAY. 

By  a Veteran  Banker. 

Ex-Secretary  McCulloch's  Plan . 

The  Hon.  Hugh  McCulloch,  of  London,  now  on  a visit  to  thi 
country,  formerly  Secretary  of  the  Treasury,  and  one  of  the  archi 
tects  of  our  present  system  of  finance,  has  written  a letter  on  th 
currency  and  cognate  matters,  to  prominent  citizens  of  Cincinnati 
in  lieu  of  delivering  a lecture  on  the  subject  by  their  invitatior 
Mr.  McCulloch  thinks  the  financial  question  cannot  now  be  mad 
a party  question;  but  there,  we  think,  he  errs,  essentially,  if  nc 
literally.  He  errs  if  he  does  not  think  it  a party  question  al 
ready ; we  may  add,  as  it  always  will  be,  as  it  always  has  beer 
as  it  ought  to  be.  In  this  country,  every  public  measure  is 
party  question.  That  is  the  Republic.  The  people  will  mak 

every  subject  of  national  consequence,  a party  question.  It  i 
their  education,  their  right,  their  duty.  When  the  day  comes  tha 
it  will  be  otherwise,  we  shall  have  ceased  to  be  a free  people. 

Mr.  McCulloch’s,  plan  is  as  follows : 

First.  That  Congress  shall  “fix  a period,’'  say  December  1,  1876,  aft< 
which  United  States  notes  shall  cease  to  be  a legal  tender. 

Second.  That  the  Secretary  of  the  Treasury  shall  apply  any  surplus  re  vent! 
to  the  redemption  of  the  legal  tender  at  the  rate  of  fifty  millions  a year  unt 
all  shall  be  taken  up,  and  reissue  not  allowed.  If  the  revenue  prove  insufl 
cient,  create  new  bonds,  and  sell  them  to  get  the  means. 

Third.  An  equal  amount  of  National  bank  notes  shall  be  put  out,  to  tak 
the  place  of  the  legal  tender. 

Fourth.  “ When  the  specie  standard  has  been  re-established  by  the  repea 
of  the  legal-tender  acts,”  establish  “ Free  Banking.”  And  henceforth  Congrej 
is  not  to  “ interfere  ” with  the  currency  beyond  the  requisition  of  bonds  s 
security  for  all  bills  issued. 

There  is  nothing  new  in  this  plan.  It  does  not  propose  to  con 
tract  or  expand  the  currency.  It  is  nothing  but  “ manipulation. 
Mr.  McCulloch  proposes  no  law  of  finance,  new  or  old,  but  onl 
a continuance  of  handling — a continuance  of  experiment . Is  ther 
then  no  law,  no  principle  in  the  financial  system,  comparable  witi 
the  law  of  gravity  in  the  work  of  material  construction,  by  whic] 
we  ace  to  be  guided?  This,  as  far  as  our  observation  has  ea 
tended,  is  a common  fault  with  every  plan  yet  proposed  for  th 
reorganization  of  our  affairs.  We  look  in  vain  for  the  first  blin 
of  a scientific  idea  to  govern  us  in  the  process  of  reconstructior 
We  find  nothing  but  shooting  at  a target  l No  doubt,  if  we  tr 
every  possible  experiment,  we  shall  hit  upon  the  right  one  amon 
them;  but  if  we  know  the  law,  we  have  it  at  once,  and  need  nc 
shoot  999  times  before  we  reach  the  lucky  number  of  1,000. 
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The  proverb  which  allows  that  we  can  take  the  horse  to  water, 
but  Cannot  make  him  drink,  is  applicable  to  Mr.  McCulloch’s 
first  proposition.  Congress  may  say  that  the  United  States  notes 
shall  cease  to  be  a legal-tender  in  December,  1876,  but  will  that 
“reestablish  the  specie  standard,”  as  he  assumes  in  his  fourth 
proposition  ? If,  as  provided  for  under  his  second  head,  all  the 
United  States  notes  shall  be  replaced  by  bank-issues,  will  that  put 
the  Treasury  on  a specie  basis?  Our  Hon.  Ex-Secretary  reasoned 
better  in  1866,  when  he  wrote  in  his  report  to  Congress: 

“The  coin  produced  in  any  country  will  be  retained  there  no  longer  than 
its  productions  and  sales  keep  the  balance  of  trade  in  its  favor.  * * Water 
does  not  more  naturally  seek  a level,  than  does  specie  flow  from  one  nation 
to  another  for  the  payment  of  balances  created  by  an  unequal  exchange  of 
commodities.  * * It  is  this  great  commercial  and  financial  law  which  makes 
the  nation  that  sells  more  than  it  buys  the  creditor  nation,  and  the  nation 
that  hays  more  than  it  sells  the  debtor  nation,  and  recognizes  no  medium  but 
coin  in  the  payment  of  balances,  that  determines  the  question  of  the  ability  of 
the  United  States  to  resume  and  maintain  specie  payments 

To  use  a slang  simile,,  this  reasoning  of  Mr.  McCulloch,  in 
1866,  knocks  the  proposition  of  Mr.  McCulloch,  in  1874,  into 
something  which  might  once  have  been  a hat,  but  is  no  longer 
so.  It  is  unanswerable,  sound,  and  pertinent.  It  tells  us  pre- 
cisely where  we  stand,  why  we  are  in  an  unfortunate  “fix,”  and 
how  we  may  get  out  of  it.  The  two  other  ideas  of  the  ex-Secre- 
tary,  viz.:  a revenue  tariff  and  free  banking,  are  likewise  summar- 
ily disposed  of  by  the  foregoing  extract  from  his  report  in  1 866. 
As  to  the  free  banking,  especially — that  gold-coated  pill  which  is 
to  purge  our  financial  system  of  all  possible  disorders — it  is  per- 
haps natural  for  a free  banker  who  does  well  with  it  for  himself, 
to  recommend  it  to  others;  but  it  does  not  by  any  means  follow 
that  it  would  answer  all  the  emergencies  of  a great  nation  like 
ours.  In  a country  of  such  wide  borders,  it  is  much  easier  to 
heap  up  abuses,  and  to  let  them  gradually  permeate  its  thousand 
by-ways  and  corners,  than  it  is  to  find  means  for  their  correction 
when  they  have  become  completely  interwoven  with  the  affairs  of 
millions  of  people.  We  may  admit  for  example  that  the  bonds 
of  our  Government  are  good  enough  to  make  a paper  circulation 
of  two  or  five  thousand  million  dollars  ultimately  safe,  but  who 
wants  to  see  such  an  experiment  tried!  For  our  own  part,  we 
believe  that  the  limit  of  safety  and  trustworthiness  is  very  nearly 
reached  as  it  is.  We  are  not  so  blind  with  conceit  as  to  believe 
our  nation  above  all  perils  of  civil  disturbance,  as  a consequence 
of  long-continued  financial  embarrassment;  and  we  don’t  want  to 
mvite  experiments  in  that  direction. 

Mr.  McCulloch  prophesies.  He  says : “ Is  it  not  likely  that  an 
issue  of  bank-notes  corresponding  to  the  amount  of  United  States 
notes  withdrawn  will  be  required,  as  the  value  of  both  kinds  of 
our  paper-money  will  be  steadily  increasing,  and  specie  will  be 
taking  the  place  of  paper  as  a reserve  of  the  banks,  and  ulti- 
mately as  a circulation  among  the  people.”  What  then  does  our 
ex-Secretary  mean  by  saying  that  specie  payments  cannot  come 
about  until  we  cease  to  buy  more  of  other  nations  than  we  sell? 

20 
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The  living  issue  now  before  the  country,  not  to  be  lost  sight 
of,  is  specie  payments . Whatever  measure  is  proposed,  in  or  oul 
of  Congress,  commends  itself  to  our  respect  or  deserves  our  rep 
robation,  accordingly  as  it  is  calculated  to  promote  or  to  discour 
age  that  end.  Refunding  our  debt  at  a lower  rate  of  interest 
seems,  prima  facie,  to  be  an  act  of  sound  fiscal  policy.  If  th< 
Secretary  of  the  Treasury  should  succeed  in  transposing  179  mil 
lions  of  six  per  cent,  bonds  with  the  same  amount  of  five  pei 
cents.,  “on  the  square,”  and  if  there  are  no  collateral  drawbacks 
to  impair  the  integrity  of  the  transaction,  he  will  win  not  onl) 
golden  opinions,  but  golden  eagles  also.  The  question,  however 
is  not  so  simple  as  it  appears  at  first  sight.  If  the  refunding 
were  done  at  home,  there  would  be  no  ground  for  disputing  th< 
policy  of  it.  But  if  done  abroad,  it  involves  the  export  of  tl?< 
interest  in  gold;  and  the  drain  of  gold  to  foreign  countries  is  th< 
chief  practical  obstacle  to  the  resumption  of  specie  payments 
Stop  that  drain,  and  gold  soon  becomes  a drug.  Re-instate  oui 
bonds  which  are  now  owned  abroad,  in  the  position  which  the) 
held  at  the  close  of  the  war,  that  is  at  home,  and  the  sides  o 
the  Independent  Treasury  would  soon  burst  asunder  with  the  ac 
cumulation  of  specie.  Imagine  what  our  condition  would  be  at 
the  present  time,  if  all  the  coin  which  we  have  sent  abroad  tc 
pay  our  interest  debt,  had  been  retained  in  the  country!  Wc 
hazard  little  by  the  presumption  that  specie  payments  would  long 
ago  have  been  reached— or  that  if  any  obstacle  stood  in  the  way 
it  would  not  be  the  lack  of  specie. 

We  are  not  disposed  to  take  from  our  new  Secretary  any  credil 
that  belongs  to  him  for  efficient  management,  nor  to  load  him 
with  responsibility  for  a policy  which  he  had  no  hand  in  origi 
nating.  Our  aim  is,  simply,  to  keep  the  true  issue  in  view — 
“ specie  payments .”  If  we  are  told  that  there  is  the  difference 
saved  annually  between  five  and  six  per  cent,  on  some  hundreds 
of  millions,  we  respond — “ specie  payments  /”  If  we  are  told  thal 
a thousand  sinecure  heads  have  been  lopped  off  in  the  Treasuiy 
bureaus  at  Washington,  we  respond  again — “ specie  payments  / ” II 
we  have  the  assurance  that  the  most  vigilant  economy  is  observed 
in  the  printing  department,  still  we  respond — “ specie  payments!" 
In  the  words  of  the  good  book,  “ these  ought  ye  to  have  done, 
and  not  to  leave  the  other  undone.” 

The  policy  of  foreign  loans  has  always  been  held  in  time  ol 


Digitized  by  Google 


i874.]  POLICY  OF  EUROPEAN  SYNDICATES.  299 

peace,  as  a policy  to  be  submitted  to — not  one  to  be  chosen.  It 
is  He  policy  of  second-class  powers,  of  infant  or  decaying  states, 
of  semi-civilized  races — in  short,  of  poor  countries  which  are  in 
the  condition  of  a man  with  lands  and  mines  who  is  forced  to 
raise  money  on  mortgage  to  work  them.  Is  it  not  enough  to 
make  a citizen  of  the  United  States  blush  to  see  our  President 
bending  under  the  weight  of  his  “promissory  notes,”  and  offering 
them  “ for  discount  ” on  all  the  exchanges  of  Europe,  while  our 
half  globe  groans  with  overburdening  wealth  as  it  turns  on  its 
axis?  Evil  was  the  day  for  our  country  when  its  Treasury 
fell  into  the  hands  of  foreign  brokers ! The  more  to  be  depre- 
cated because  we  had  fought  our  way  through  the  civil  war,  and 
no  longer  needed  such  “help.” 

Our  Treasury  has  passed  several  most  critical  junctures,  and 
has  triumphed  in  them  all  by  the  inherent  force  of  the  wealth  of 
the  country.  Skill  of  management  has  had  nothing  to  do  with 
its  triumph.  The  labors  of  the  people,  their  prodigious  energy 
and  great  achievements  in  railway  construction,  by  which  the 
most  fertile  region  on  the  globe  has  been  brought  to  the  doors 
of  the  European  markets — to  these  belong  the  honor  of  sur- 
mounting not  only  all  natural  obstacles,  but  the  malignant  preju- 
dice of  British  capitalists,  and  establishing  our  national  credit  on 
its  present  prosperous  foundation — as  we  esteem  it.  The  suspen- 
sion of  specie  payments  is  an  adverse  fact  of  domestic  conse- 
quence purely.  Our  credit  in  the  markets  of  Europe  is  not 
materially  injured  by  it,  if  it  is  injured  in  the  least  degree.  How 
do  we  stand  ? 

In  the  beginning  of  the  war,  we  had  no  credit  abroad  whatever. 
We  had  nothing  to  depend  upon  but  our  home  resources.  While 
the  “ Confederate  Loan  ” was  freely  dealt  in  on  the  London  Ex- 
change,  United  States  bonds  were  rarely  if  at  all  quoted.  This 
was  a juncture  that  would  have  .been  a fatality  to  any  other  na- 
tion on  the  earth  engaged  in  war  How  we  surmounted  it,  let 
Secretary  Fessenden  tell  us.  “ This  nation,”  he  said  at  the  end  of 
*864,  “has  been  able  thus  far  to  conduct  a domestic  war  of  un- 
paralleled magnitude  and  cost  without  appealing  for  aid  to  any 
foreign  people.  It  has  chosen  to  demonstrate  its  power  to  put 
down  insurrection  by  its  own  strength,  and  furnish  no  pretense 
for  doubt  of  its  entire  ability  to  do  so,  either  to  domestic  or 
foreign  foes.”  Up  to  this  time,  no  foreign  Syndicate  was  found 
to  touch  American  credit 

The  war  was  over,  and  Lee  ha<j  surrendered  a few  months 
kter.  Our  credit  had  so  far  improved  in  the  continental  markets 
of  Europe  that  our  bonds  began  to  find  purchasers  there;  and 
foe  current  of  investment  flowed  so  rapidly  in  our  favor,  that 
every  advantage  which  we  could  desire  for  our  complete  fiscal 
success  was  absolutely  in  our  hands,  without  a single  step  having 
been  taken  by  our  Government  to  promote  that  result.  In  1865- 
*866,  Secretary  McCulloch  wrote : 
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“ The  debt  is  large ; but  if  kept  at  home,  as  it  is  desirable  it  should  \ 
with  a judicious  system  of  taxation,  it  need  not  be  oppressive.  * * No  01 

regrets  more  than  the  Secretary  the  fact  that  so  large  an  amount  of  our  bom 
• is  held  abroad,  or  the  unfortunate  condition  of  our  trade  that  has  transfers 
them  hither.  The  opinion  that  the  country  has  been  benefited  by  the  export; 
tion  of  its  securities,  is  founded  upon  the  supposition  that  we  have  receive 
real  capital  in  exchange  for  them.  This  supposition  is  to  a large  extent  ui 
founded.  Our  bonds  have  gone  abroad  to  pay  for  goods,  which  without  thei 
might  not  have  been  purchased.  * * Not  one  dollar  in  five  of  the  five 

twenties  now  held  in  England  and  upon  the  Continent,  has  been  returned  t 
the  United  States  in  the  form  of  real  capital.” 

And,  as  if  to  give  the  most  ogre-like  appearance  possible  to  tin 
spectre  which  he  conjured  from  the  cauldron  of  our  adversities 
he  added : 

“Nothing  is  more  certain  than  the  fact  that  there  can  be  no  permanent  re- 
sumption of  specie  payments  in  the  United  States  until  the  balances  between 
them  and  other  nations  shall  be  made  easy  by  an  exportation  of  commodities, 
including  the  products  of  the  mines,  e^ual  at  least  to  our  importations,  and 
until  provision  shall  be  made  for  returning  bonds,  or  for  preventing  their  re- 
turn at  impropitious  times.” 

While  it  is  beyond  question  demonstrable  that  a positive  rela- 
tion exists  between  the  planting  of  our  securities  in  foreign  mar- 
kets, and  our  ability  to  resume  and  maintain  specie  payments* 
there  is  this  modifying  clause — that  not  all  the  Syndicates  in  the 
world  can  prevent  their  flowing  from  one  market  to  another  on 
the  tides  of  the  commercial  exchange.  This  mobility  of  our  credit 
has  not  at  any  time  been  appreciated  or  understood  by  our 
treasury  managers.  In  fact,  since  the  magnetic  telegraph  has  es- 
tablished its  click  in  the  private  closet  of  the  banker  in  every 
part  of  the  world,  it  can  scarcely  be  said  that  there  are  any 
longer  two  markets  in  existence.  It  is  a pity  that  we  have  not 
known  how  to  esteem  the  value  of  a debt  well  placed,  and  how 
easy  it  is  to  lose  all  the  gains  of  interest  through  refunding  by 
the  mere  instability  and  disorganization  consequent  on  frequent 
changes.  This  point  was  very  clearly  set  forth  by  Mr.  William 
B.  Duncan,  before  the  Committee  of  Ways  and  Means,  when  the 
transactions  of  the  first  Syndicate  were  examined.  He  said  : 

“The  condition  of  the  United  States  Treasury  was  not  such  as  to  make 
it  absolutely  necessary  to  negotiate  a new  loan.  The  six  per  cent,  loan* 
of  the  Government  was  as  well  placed  as  any  loan  could  possibly  be.  I 
mean,  it  was  permanently  placed,  neld  by  small  investors  in  all  parts  of  the 
world,  and  held  in  such  a manner  as  not  to  be  liable  to  be  forced  upon  the 
market  by  temporary  panics.  The  effort  to  put  a five-per-cent,  bond  upon  the 
market  having  no  especial  advantages  over  tne  previous  form  of  bond,  changed 
the  character  of  the  holders  of  the  six -per-cent,  loan,  as  in  my  judgment  to 
upset  the  permanency  of  the  investment.  * * I am  not  one  of  those  who 

believe  that  Jay  Cooke  & Co.  (while  undoubtedly  they  expected  to  make  s*. 
reasonable  profit  upon  the  operation,  as  they  were  certainly  entitled  to  do) 
did  actually  make  a profit  on  the  thing  itself  to  anything  like  the  amount  ac- 
credited to  them;  and  I doubt  very  much  whether  in  the  present  condition 
of  the  markets  of  the  world,  another  effort  in  the  same  direction  would  be 
nearly  as  successful  as  that  one  has  been.  With  all  due  respect  to  the  action 
of  the  Secretary  of  the  Treasury,  I would  have  exhausted  the  power  which 
Congress  gave,  oy  calling  on  the  public  for  subscription,  .as  prescribed  by  the 
act,  under  the  original  terms  of  which  $65,000,000  of  the  loan  was  taken  by 
the  banks. 
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u The  Chairman — Taking  the  law  as  it  exists,  can  you  suggest  a better 
ncthod  for  the  Secretary  to  proceed  than  in  the  way  he  to^k? 

*Mr.  Duncan — No  better  method,  except  to  avoid  proceeding  at  all.  * # 
I think  he  had  better  pay  a high  rate  of  interest  than  to  be  constantly  dis- 
turbing the  condition  of  the  credit  of  the  United  States. 

M The  Chairman — Suppose  the  proposition  was  made  to  take  them  (the 
balance  of  the  five-per-cents.)  on  tne  same  terms  on  which  the  balance  of  the 
$ 200,000,000  was  placed  in  Europe,  would  you  think  it  advisable  ? 

* Mr.  Duncan — I should  still  object  to  its  being  done  in  the  interest  of  the 
credit  of  the  United  States.  * # My  information  is  from  hearsay.  I have 

the  impression  from  that,  that  the  placing  of  the  loan  on  the  London  market 
was  the  result  of  a very  vigorous,  ingenious  and  able  stock  operation,  enlisting 
large  numbers  of  the  members  of  the  Stock  Exchange  in  tne  shape  of  com- 
missions and  orders  to  buy  and  sell,  &c.,  thus  virtually  getting  the  loan  ofT, 
mid  not  having  it  taken  on  its  merits.” 

Our  conclusions  are  brief.  With  respect  to  the  new  Syndicate 
and  its  extraordinary  option,  as  an  independent  transaction,  we 
can  only  repeat  what  was  said  in  the  September  number  of  the 
magazine — “ it  is  obviously  premature  as  yet  to  decide.”  But  we 
cannot  help  regarding  with  suspicion,  to  say  the  least,  the  policy 
entered  upon  by  the  Government  of  stabilitating  our  debt  in  for- 
eign countries.  The  judgment  of  Mr.  Duncan  seems  to  us  to  be 
more  in  accord  with  the  principles  of  sound  fiscal  policy — that 
44  we  had  better  pay  a high  rate  of  interest  than  to  be  constantly 
disturbing  the  condition  of  the  credit  of  the  United  States.” 

The  subject  is  by  no  means  exhausted.  There  remains  much 
to  be  said,  especially  as  it  concerns  the  bearings  of  the  foreign 
investment  policy  on  what  we  must  persist  in  believing  to  be  the 
<luestion  most  deserving  our  attention  at  the  present  time — the  re- 
sumption of  specie  payments. 


The  Relative  Importance  of  Statistics. — Next  to  the  collection  of 
facts  comes  the  dissemination  of  principles  and  the  practical  application  of 
them  to  the  condition  of  things*  revealed  by  statistics.  This  is  the  more  at- 
tractive work  and  the  nobler;  but  it  is  less  indispensable  than  the  humbler 
task  of  the  census-taker  and  the  statistician.  Rather,  perhaps,  should  it  be 
spoken  of  as  more  inevitable;  for  ideas  can  no  more  be  avoided  than  can  the 
change  of  seasons.  But  an  idea  in  the  wrong  place,  a notion  out  of  its  lati- 
tude, a principle  inapplicable  to  the  case  in  hand — these  are  quite  as  likely  to 
be  hnrtiul  as  helpful,  while  facts  and  dates  never  injured  anybody  undeserv- 
edly. Moreover,  ideas  may  be  crude  and  principles  can  be  misunderstood  or 
only  half  learned,  and  thence  comes  much  of  the  mischief  in  the  world ; while 
statistics,  however  tasteless,  can  never  be  poisonous  in  themselves,  it  is  only 
when  misapplied  by  imperfect  or  perverted  reasoning  that  they  seem  to  do 
harm.  Hence,  I place  as  first  and  most  important  the  collection  of  facts ; 
next  in  order  comes  the  combination  and  application  of  them. 

— F.  B.  SANBORN  on  The  Work  of  Social  Science  in  the  United  States. 
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CURRENCY  AND  * CREDIT. 

To  the  Editor  of  the  Bankers  Magazine  : 

The  letter  of  Mr.  John  Earl  Williams  to  Senator  Sherman, 
published  in  the  September  number  of  your  Magazine,  should  re- 
ceive the  attention  of  every  thoughtful  man  in  the  country.  Mr. 
Williams  is  one  of  the  most  prominent  bankers  in  the  United 
States,  and,  naturally,  wields  great  influence.  If  his  views  are 
sound,  and  he  should  give  them  the  aid  of  his  great  experience 
and  energy  and  thereby  keep  them  before  the  people,  hj  would 
do  much  good;  but  if,  on  the  contrary,  those  views  are  opposed 
to  sound  principles  of  finance,  then  the  evil  resulting  from  his  in- 
fluence would  be  great;  provided  his  views  should  be  carried  out 
by  legislation  in  Congress.  Mr.  Williams,  as  an  able  banker, 
should  be  a better  economist ; for  it  is  almost  inconceivable  that 
a man  of  his  ability  and  experience,  with  the  opportunity  he  has 
had  of  studying  the  question  of  the  currency,  as  connected  with 
banking,  should  advocate  a measure  that  does  violence  to  the 
first  principle  of  economic  science. 

Mr.  Williams  says  that  “ Congress  should  assume  at  once  the 
inherent,  sovereign  prerogative  of  a Government,  and  exercise  it 
by  furnishing  all  the  inhabitants  of  the  United  States  with  a 
uniform  currency,  and  let  the  people  have  all  the  benefit  of  the 
income  that  may  inure  from  such  issue.”  Where  does  Mr.  Williams 
find  this  inherent  right  of  the  Government  to  manufacture  cur- 
rency ? Certainly  not  in  the  Constitution  of  the  United  States, 
for  if  I read  it  aright  there  is  no  such  power  conferred  on  Con- 
gress. The  Constitution  says: 

“Congress  has  power  to  borrow  money  on  the  credit  of  the 
United  States.”  “ Congress  shall  have  power  to  coin  money  and 
regulate  the  value  thereof.”  This  is  all  that  is  said  about  the 
power  of  Congress  touching  this  matter.  Nothing  is  said  about 
Congress  having  power  to  print  paper  and  call  it  money,  or  have 
it  take  the  place  of  money.  I think  the  framers  of  the  Constitu- 
tion would  not  for  a moment  have  entertained  the  idea  of  the 
Government  going  into  such  a business.  It  seems  to  me  that  it 
is  no  part  of  the  duty  of  the  Government  to  furnish  currency  for 
the  people,  any  more  than  it  is  to  furnish  spades  or  any  other 
tools  for  their  use. 

It  is  the  very  last  thing  the  Government  should  be  engaged  in, 
for  when  you  strip  it  of  all  fine-sounding  names,  and  remove  from 
it  all  false  ideas  of  economy  and  savings  to  the  people,  you  have 
the  monster  just  as  it  is;  a permanent  forced  loan  from  the  peo- 
ple; a debt  which  must  continually  increase  until  it  shall  become 
uncontrollable,  and  end  in  repudiation  and  bankruptcy. 
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Mr.  Williams  seems  to  forget  that  currency  is  only  credit — or- 
ganized or  capitalized  credit ; and  that  after  laws  have  been  passed 
• to  regulate  this  organization  of  credit,  it  must  be  left  to  the  work- 
ing of  natural  law.  When  it  is  left  untrammelled  by  Government 
it  will  obey  the  law  that  governs  it,  and  will  move  through  all 
the  channels  of  trade  and  perform  just  the  work  for  which  it  is 
intended. 

One  would  suppose  that  Mr.  Williams’  experience  in  banking 
should  have  shown  him  that  when  the  currency  is  redundant,  the 
banks  holding  the  surplus  do  not  want  to  place  it  in  Government 
bonds,  or  any  other  kind  of  bond,  but  they  wish  to  convert  this 
particular  kind  of  credit  into  such  other  credit  as  may  best  suit 
their  plans  and  convenience. 

I haye  not  attempted  a thorough  criticism  of  Mr.  Williams’  plan, 
though  there  is  much  that  could  be  said  against  it.  My  object 
is  simply  to  call  attention  to  the  foundation  idea,  the  corner-stone 
of  the  edifice  he  proposes  to  rear,  which,  if  built,  would  fall,  do- 
ing great  damage. 

George  A.  Butler. 


Remarks. — The  records  of  the  Federal  Convention  of  1787  go  to 
show  that  our  correspondent  is  correct  in  imputing  to  the  framers 
of  the  Constitution  views  adverse  to  the  issue  of  paper  money 
by  the  United  States.  Mr.  Charles  Pinckney’s  plan  of  a Federal 
Government,  containing  many  features  which  afterward  became 
part  of  the  Constitution,  was  laid  before  the  Convention.  This 
plan  was  submitted  to  the  Committee  of  Detail  and  reported  by 
them  in  August.  Its  sixth  article  provided  that  “ the  Legislature 
of  the  United  States  shall  have  the  power  to  borrow  money  and 
emit  bills  on  the  credit  of  the  United  States.”  The  vigorous  de- 
bate which  followed  is  given  at  length  in  the  Madison  Papers, 
vol.  iii.  Such  was  the  opposition  to  this  feature  that  a motion  to 
strike  out  the  words  “and  emit  bills,”  was  carried  by  a vote*  of  9 
to  2.  A note  to  the  record  is  added  by  Mr.  Madison  in  these 
remarkable  words  : 

**  This  vote  in  the  affirmative  by  Virginia  was  occasioned  by  the  acquiescence 
of  Mr.  Madison,  who  became  satisfied  that  striking  out  the  words  would  not 
disable  the  Government  from  the  use  of  public  notes  as  far  as  they  could  be 
safe  and  proper,  and  would  only  cut  off  the  pretext  for  a paper  currency , and 
particularly  tor  making  the  bills  a tender  either  for  public  or  private  debts." 

It  is  clear  that  the  Federal  Convention  did  not  intend  to  vest  in 
the  Government  any  such  powers  as  those  claimed  for  it  in  these 
later  days. — [Ed.  B.  M.] 


Digitized  by  CjOOQle 


304 


banker’s  magazine. 


[October, 


NATIONAL  BANKS — THE  RIGHT  OF  SUIT,  AND  THE 
LIMITS  OF  JURISDICTION. 

/. — The  Commercial  Bank  of  Cleveland  vs.  Z.  G.  Simmons , 
f.  A . Thompson,  and  C.  S.  Mills . 

U.  S.  Circuit  Court,  Northern  District  of  Ohio. 

Opinion  of  the  Court  by  Judge  Welcker. 

This  suit  is  brought  on  two  promissory  notes,  payable  to  the 
order  of  John  G.  Simmons  Sc  Co.,  and  indorsed  to  the  plaintiff. 

The  petition  states  that  the  plaintiff  is  a corporation  existing 
under  the  laws  of  the  United  States,  and  does  not  state  that  the 
payee  of  the  notes  is  not  a citizen  of  Ohio. 

The  defendants,  Thompson  and  Mills,  demur  to  the  petition, 
and  assign  three  grounds  of  demurrer : 

i st.  That  it  appears  on  the  face  of  the  petition  in  each  of  said 
causes  of  action  that  the  court  has  no  jurisdiction  of  the  defend- 
ants, or  either  of  them,  or  of  the  subject  of  the  action. 

2d.  That  the  plaintiff  and  its  assignor  are  both  residents  of  the 
State  of  Ohio,  and  of  said  district,  and  have  no  legal  rights  to 
bring  suit  against  the  defendants  in  this  court. 

3d.  For  other  good  and  sufficient  reason,  appearing  in  the  face 
of  the  petition. 

This  demurrer  raises  two  questions : 

1st.  Whether  the  plaintiff  can  sue  in  this  court,  being  located 
in  the  State  of  Ohio,  and  in  this  district. 

2d.  Whether,  under  the  judiciary  act  of  1789,  and  the  limita- 
tion of  the  nth  section  thereof,  the  plaintiff  can  sue  in  this  court 
upon  the  promissory  notes  in  petition  described,  the  assignor  there- 
of to  the  plaintiff  being  a citizen  of  the  State  of  Ohio,  and  of  this 
district. 

In  order  to  dispose  of  the  questions  made  it  will  be  necessary 
to  examine  the  provision  of  the  act  of  Congress  to  provide  a 
national  currency,  etc.,  approved  June  3d,  1864,  under  which  the 
plaintiff  was  organized,  and  also  the  act  on  the  same  subject,  ap- 
proved in  1863. 

The  59th  sec.  of  the  act  of  25th  February,  1863,  provides  that, 
“All  suits,  actions  and  proceedings,  by  or  against  any  association 
under  the  act,  may  be  had  in  any  circuit,  district  or  territorial 
court  of  the  Xlnited  States  held  within  the  district  where  such  as- 
sociation was  established.” 

The  57  th  sec.  of  the  act  of  1864  provides,  “ that  suits,  actions 
and  proceedings  against  any  association  under  this  act  may  be 
held  in  any  circuit,  district  or  territorial  court  of  the  United 
States,  held  within  the  district  in  which  said  association  may  be 
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established;  or  in  any  State,  county  or  municipal  court  in  the 
county  or  city  in  which  said  association  is  located,  having  juris- 
* diction  in  similar  cases.” 

It  is  claimed  b^fhe  defendants  that  under  this  section  as 
amended,  suit  cannot  be  brought  by  national  banks  in  the  State 
in  which  they  were  established;  that  it  only  applies  to  suits 
against  such  associations.  That,  it  is  true,  would  seem  to  be  the 
provision  of  the  section. 

But  the  Supreme  * Court  of  the  United  States,  in  the  case  of 
Kennedy  v.  Gibson  and  Others,  8 Wallace,  498,  has  given  a con- 
struction of  these  two  sections  that  is  binding  upon  this  court. 
Justice  Swayne,  delivering  the  opinion  of  the  court,  says : 

“The  59th  section  of  the  act  of  February  25th,  1863,  provides 
that  aD  suits  by  or  against  such  associations  may  be  brought  in 
the  proper  courts  of  the  United  States,  or  of  the  State.  The  57th 
section  of  the  act  of  1864  relates  to  the  same  subject,  and  re- 
vises and  enlarges  the  provisions  of  the  59th  sec.  of  the  preced- 
ing act.  In  the  latter,  the  word  by\  in  respect  to  such  suits,  is 
dropped.  The  omission  was  doubtless  accidental.  It  is  not  to  be 
supposed  that  Congress  intended  to  exclude  the  association  from 
suing  in  the  courts  where  they  can  be  sued.  The  difference  in 
language  of  the  two  sections  is  not  such  as  to  warrant  the  con- 
clusion that  it  was  intended  to  change  the  rule  prescribed  by  the 
act  of  1863-4.  Such  suit  may  still  be  brought  by  the  associa- 
tions in  the  courts  of  the  United  States.  If  this  be  not  the  prop- 
er construction,  while  there  is  provision  for  suit  against  the 
associations,  there  is  more  for  suits  by  them  in  any  court.” 

Again,  in  10  Wallace,  605,  the  National  Bank  of  Boston  sued 
a State  bank  of  the  same  State,  in  the  Circuit  Court  of  Massa- 
chusetts, and  the  action  was  maintained.  This  case  recognizes 
the  construction  given  to  these  sections  by  Justice  Swayne,  by 
entertaining  jurisdiction  in  that  case.  We  may  then  regard  the 
section  as  reading  by  or  against  and  authorizing  suits  by  or  against 
these  associations.  It  is  claimed  also  by  defendants  that  the  57th 
section  only  provides  for  suits  under  or  authorized  by  the  act. 
That  is,  for  liabilities  under  the  act. 

This  is  not  tenable.  The  words  “ under  this  act,”  refer  to  and 
apply  to  associations  under  the  act,  as  descriptive  of  the  parties 
authorized  to  sue  or  be  sued,  and  not  liabilities  or  causes  of  action. 

We  now  come  to  the  second  question  made,  and  one  present- 
ing a very  important  one,  and  about  which  there  well  may  be 
difference  of  opinion.  I have  examined  it  with  much  care  in 
order  to  arrive  at  a correct  conclusion,  and  feel  well  satisfied  at 
the  conclusion  to  which  I have  arrived. 

Suppose  the  plaintiff  has  the  right  to  sue  generally  in  this 
court,  as  we  have  determined,  has  it  the  right  to  sue  on  promis- 
sory notes  assigned  to  it  by  a resident  of  the  district  ? 

I can  find  no  adjudicated  case  under  the  banking  law,  settling 
this  question.  The  nth  sec.  of  the  judiciary  act  of  1789,  after 
stating  that  Circuit  Courts  shall  have  jurisdiction  in  civil  cases,  etc., 
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“in  all  cases  where  the  suit  is  between  a citizen  of  the  State 
where  the  suit  is  brought  and  a citizen  of  another  State,”  pro- 
vides, “ nor  shall  any  District  or  Circuit  Court  have  cognizance 

of  any  suit  to  recover  the  contents  of  a^  promissory  note  or 
other  chose  in  action,  , in  favor  of  an  assignee,  unless  a suit  might 
have  been  prosecuted  in  such  court  to  recover  the  said  contents, 
if  no  assignment  had  been  made,  except  in  cases  of  foreign  bills 
of  exchange.” 

I find  two  cases  in  9th  Wheaton  decided  by  the  Supreme 
Court  under  a similar  question  made,  which  arose  under  the 
charter  of  the  Old  United  States  Bank. 

In  the  first  case,  9th  Wheaton,  740,  Osborn  v.  the  United 

States  Bank,  it  is  decided  that  the  charter  of  the  bank  confers  on 

the  bank  the  right  to  sue  in  any  Circuit  Court  of  the  United 
States.  In  delivering  the  opinion  in  this  case,  Chief  Justice  Mar- 
shall says: 

“ The  charter  of  incorporation  not  only  creates  it,  but  gives  it 
every  faculty  which  it  possesses.  The  power  to  acquire  rights  of 
any  description,  to  transact  business  of  any  description,  to  make 
contracts  of  any  description,  to  sue  on  these  contracts,  is  given 
and  reassured  by  its  charter,  and  that  charter  is  the  law  of  the 
United  States.  This  being  can  acquire  no  right,  make  no  con- 
tracts, bring  no  suit  which  is  not  authorized  by  a law  of  the 
United  States.”  Another  case  was  decided  at  the  same  term  of 
the  Supreme  Court,  9 Wheaton,  905,  The  United  States  Bank  v . 
The  Planters  Bank  of  Georgia.  The  suit  was  originally  brought 
by  the  United  States  Bank  v.  the  defendant,  in  the  Circuit  for 
the  District  of  Georgia,  upon  notes  payable  to  a citizen  of  Geor- 
gia, and  indorsed  and  transferred  to  the  bank.  The  defense  set 
up  was  that  the  court  had  no  jurisdiction  under  the  nth  section 
of  the  judiciary  act,  or  rather  the  limitation  to  it. 

In  delivering  the  opinion  of  the  court,  Chief  Justice  Marshall 
says : 

“ We  proceed  next  to  inquire  whether  the  jurisdiction  of  the 
court  is  ousted  by  the  circumstance  that  the  notes  on  which  the 
suit  was  instituted  were  made  payable  to  citizens  of  the  State  of 
Georgia.  The  words  of  the  judiciary  act,  section  n,  are:  (He 

then  quotes  the  part  of  the  act  above  quoted,  being  the  limita- 
tion, and  says) : This  is  a limitation  on  the  jurisdiction  conferred 
by  the  judiciary  act.  It  was  apprehended  that  bonds  and  notes 
given  in  the  usual  course  of  business,  by  citizens  of  the  same 
State,  to  each  other,  might  be  assigned  to  the  citizens  of  another 
State,  and  thus  render  the  maker  liable  to  a suit  in  the  Federal 
Courts.  To  remove  this  inconvenience,  the  act  which  gives  juris- 
diction to  the  courts  of  the  Union,  over  suits  brought  by  the  citi- 
zen of  one  State  against  the  citizen  of  another,  restrains  that 
jurisdiction  where  the  suit  is  brought  by  an  assignee,  to  cases 
where  the  suit  might  have  been  sustained  had  no  assignment  been 
made.  But  the  bank  does  not  sue  in  virtue  of  any  right  confer- 
red by  the  judiciary  act,  but  in  virtue  of  the  right  conferred  by 
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its  charter.  It  does  not  sue  because  the  defendant  is  a citizen  of 
a different  State  from  any  of  its  members,  but  because  its  charter 
confers  upon  it  the  right  of  suing  its  debtors  in  a Circuit  Court 
of  the  United  States. « 

“There  is,  consequently,  scarcely  a debt  due  to  the  bank  for 
which  a suit  could  be  maintained  in  a Federal  court,  did  the 
jurisdiction  of  the  court  depend  on  citizenship.  A general  power 
to  sue  in  any  circuit  court  of  the  United  States  expressed  in 
laws  obviously  intended  to  comprehend  every  case,  would  thus  be 
construed  • to  comprehend  no  case ; such  a construction  can  not 
be  the  correct  one. 

“We  think,  then,  that  the  charter  gives  to  the  bank  a right  to 
sue  in  the  Circuit  Court  of  the  United  States  without  regard  to 
citizenship.” 

Now  let  us  examine  the  banking  law  itself  under  which  the 
plaintiff  was  organized.  Sec.  8 of  the  act  of  1864  provides  that 
“every  association  formed  pursuant  to  the  provisions  of  this  act, 
shall,  from  the  date  of  the  execution  of  its  organization  certificate, 
be  a body  corporate;  * * * by  such  name  it  may  make  con- 
tracts, sue  and  be  sued,  complain  and  defend  in  any  court  of  law 
and, equity  as  fully  as  natural  persons;  * * * and  exercise  under 
this  act  all  such  incidental  powers  as  shall  be  necessary  to  carry 
on  the  business  of  banking,  by  discounting  and  negotiating  pro- 
missory notes,  drafts,  bills  of  exchange,  and  other  evidences  of 
debt;  by  receiving  deposits;  by  buying  and  selling  exchange,  coin, 
and  bullion  ; by  loaning  money  on  personal  security,”  etc. 

Then  follows  in  the  same  act  sec.  57,  already  quoted,  provid- 
ing “that  suits,  actions,  and  proceedings  by  or  against  any  asso- 
ciation under  this  act,  may  be  had  in  any  Circuit,  District,  or 
Territorial  Court  of  the  United  States  held  within  the  District  in 
which  such  association  may  be  established.” 

To  ascertain  the  privileges  and  powers  conferred  upon  these 
banking  associations,  these  sections  are  to  be  taken  and  construed 
together.  It  seems  to  me  that  these  privileges  and  powers,  thus 
given  in  this  act,  are  as  broad  and  comprehensive  as  those  given 
to  the  United  States  Bank  by  its  charter,  and  referred  to  in  the 
case  in  9 Wheaton. 

It  must  be  borne  in  mind  that,  in  the  judiciary  act,  the  right 
to  sue  or  be  sued  mainly  depends  upon  citizenship  of  the  parties, 
that  corporations  are  only  allowed  to  sue  or  be  sued  in  the  Fed- 
eral courts  under  the  act,  through  the  legal  fiction  of  citizenship, 
arising  from  the  presumption  that  such  corporations  are  citizens  of 
the  State  under  whose  laws  they  are  created. 

These  banking  associations,  not  being  created  by  State  laws, 
have  no  State  citizenship  growing  out  of  the  presumed  residence 
°I  the  stockholders. 

Under  the  judiciary  act,  then,  they  have  no  power  to  sue  in 
Federal  courts,  and  must,  therefore,  derive  it  from  the  act  creat- 
lng  them.  Having  no  right  to  sue  under  that  act,  the  limitation 
on  the  nth  sec.,  as  to  suits  on  indorsed  notes  and  choses  in  ac- 
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tion,  does  not  apply.  The  right  to  sue  under  that  section,  and 
the  limitation  thereto,  go  together,  the  one  controlling  the  other. 

If  the  matter  of  citizenship  in  reference  to  the  national  banks 
is  dispensed  with  in  favor  of  such  bank^f  then  what  reason  is 
there  for  the  application  of  the  limitation  as  to  suits  on  assigned 
paper?  That  limitation  is  only  attached  to  enforce  the  privileges 
of  citizenship,  and  to  prevent  its  abuse  in  bringing  suits  in  Feder- 
al courts ; and,  further,  the  banks,  in  purchasing  notes,  etc.,  do 
only  what  the  law  authorizes  them  to  do 

I may,  then,  well  say,  as  was  said  in  the  case  in  Wheaton  : 
That  the  bank  does  not  sue  in  virtue  of  any  right  conferred  by 
the  judiciary  act,  but  in  virtue  of  the  right  conferred  upon  it  by 
the  act  of  1864,  authorizing  and  creating  it,  and  which  constitutes 
its  charter. 

The  charter  of  the  old  United  States  Bank  was  but  a law,  as 
this  general  act  is  a law  of  the  United  States. 

That  the  judiciary  act  does  not  control  the  right  and  power 
of  these  banks  to  sue  in  the  Federal  courts. 

The  demurrer  to  the  petition  is  overruled. 


II. — W.  S . Main , Assigns*,  v.  Second  National  Bank  of  Chicago , 

in  Bankruptcy . 

U.  S.  District  Court,  Western  District  of  Wisconsin. 

A National  bank  cannot  be  sued  in  the  federal  courts  outside  of  the  dis- 
trict where  it  is  located.  Service  on  the  cashier  when  found  within  another 
district  does  not  give  jurisdiction. 

Motion  to  dismiss  for  want  of  jurisdiction,  the  defendant  being 
a National  bank,  located  and  doing  business  in  the  city  of 

Chicago,  State  of  Illinois,  and  service  having  been  had  upon 

John  P.  McGregor,  the  cashier,  who  was  found  within  the  dis- 
trict. 

The  attorneys  for  the  motion  cited  Crocker  v.  Marine  National 
Bank  of  New  York,  101  Massachusetts,  240;  Cook  v.  State  Na- 
tional Bank  of  Boston,  50  Barbour,  339. 

Hopkins,  J. — In  the  argument  filed  in  support  of  the  motion  it 

is  claimed  that  a national  bank  can  not  be  sued  in  any  court 

out  of  the  judicial  district  where  it  is  “ located  ” or  “ established.” 
I do  not  think  the  general  banking  law  admits  of  such  an  inter- 
pretation. The  eighth  section  of  the  act  of  June  3,  1864  (13 
U.  S.  Statutes  at  Large , 10 1),  provides  that  such  corporations 
4*  may  sue  and  be  sued  in  any  court  of  law  and  equity  as  fully  as 
natural  persons.” 

I do  not  think  the  provision  in  the  fifty-seventh  section  of  the 
act  restrictive  of  this  general  authority,  but  that  it  was  intended 
rather  to  enlarge  the  operation  of  the  twenty-first  section  of  the 
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judiciary  act  of  ijSg  (1  U.  S,  Statutes  at  Large , 78),  and  to  con- 
fer upon  such  organizations  the  right  to  sue  and  be  sued  in  the 
Federal  courts  in  the  district  where  located  by  a citizen  of  the 
same  district;  and  I fully  concur  with  Judge  Blatchford’s  views 
expressed  in  his  opinions  in  the  Manufacturers*  Bank  of  Chicago 
v.  Baack  (8  Blatchford  C.  C.  R,y  137),  that  the  banks  organized 
under  the  general  banking  act  of  Congress  are  to  be  deemed  resi- 
dents or  inhabitants  of  the  State  and  district  where  they  are  “ lo- 
cated ” and  “established.**  The  provisions  of  the  act  referred  to 
by  him  are  sufficient  to  warrant  that  conclusion,  and  if  this  were 
the  only  point  I should  have  no  hesitancy  in  overruling  the  mo- 
tion. 

But  there  is  a question  arising  under  the  provision  of  the 
eleventh  section  of  the  judiciary  act  of  1789,  which,  as  inter- 
preted by  numerous  decisions  of  the  Federal  courts,  seems  to  me 
• to  constitute  an  insuperable  objection  to  the  plaintiff’s  right  to 
prosecute  this  defendant  in  this  court. 

That  section  provides  that  “no  civil  suit  shall  be  brought  be- 
fore either  of  the  courts  (Circuit  or  District)  against  an  inhabitant 
of  the  United  States,  by  any  original  process,  in  any  other  district 
than  that  whereof  he  is  an  inhabitant , or  in  which  he  shall  be 
found  at  the  time  of  serving  the  writ” 

That  the  defendant  was  not  an  “inhabitant”  of  this  district 
when  this  suit  was  commenced,  is  too  plain  for  discussion.  The 
remaining  question  is,  was  the  defendant  found  “ here  at  that 
time?** 

The  defendant,  as  before  stated,  was  “ located  ” at  Chicago ; 
dial  was  its  habitation ; that  does  not  move  around  with  the  per- 
son of  its  officers ; the  corporation  is  not  migratory.  It  could  not 
of  its  own  will,  and  without  authority  of  law,  change  its  location 
to  this  State.  Therefore,  I must  hold  that  this  court  has  no  juris- 
diction over  this  defendant;  that  it  was  not  “found**  here  within 
the  meaning  of  that  statute.  In  the  case  of  the  Bank  of  Augusta 
v.  Earle  (13  Peters , 519),  the  court  say,  in  speaking  of  locality  of 
corporation  • “ It  must  dwell  in  the  place  of  its  creation ; it  can 
not  migrate  to  another  sovereignty.”  This,  it  is  true,  was  said  of 
a State  bank,  but  the  same  may  with  equal  propriety  be  said  of 
a National  bank.  They  have  a local  habitation,  an  office,  and 
place  of  business  within  a State  or  district  as  much  as  a State 
bank.  Justice  Nelson,  in  Day  v.  Newark  India-Rubber  Manu- 
facturing Co.  (1  Blatchford , 628),  and  in  Pomeroy  v.  New  York 
& New  Haven  R.  R.  Co.  (4  Blatchford , 120),  examined  this 
question  very  fully,  and  arrived  at  the  conclusion  in  both  cases^ 
notwithstanding  there  was  a statute  of  the  State  of  New  York 
authorizing  service  to  be  made  upon  officers  of  such  foreign  com- 
pany withm  the  State,  which  would  give  the  State  courts  jurisdic- 
tion of  the  corporations,  that  the  corporations  were  not  “inhabi- 
tants** of  the  State,  and  were  not  “found**  there  because  their 
officers  and  agents  resided  or  came  into  that  district;  that  the 
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officers  were  not  the  corporations  and  the  corporations  were  not 
therefore  found  within  the  district. 

This  is  a jurisdictional  question,  and  “ State  laws  can  confer  no 
authority  on  this  court  in  the  exercise  of  its  jurisdiction,  by  the 
use  of  State  process,  to  reach  either  person  or  property,  which  it 
could  not  reach  within  the  meaning  of  the  law  creating  it.”  To- 
land  v.  Sprague  (12  Peters , 328). 

I do  not  think  the  Practice  Act  of  June  1,  1872  (17  U.  S, 
Statutes  at  Large , p.  196),  changes  the  rule.  That  relates  to  the 
practice  and  proceedings  in  suits  against  parties  who  may  be  pro- 
secuted in  the  federal  courts,  but  does  not  profess  to  enlarge 
their  jurisdiction  or  to  extend  it  over  persons  or  cases  not  before 
within  the  cognizance  of  the  court.  As  said  in  Toland  v.  Sprague 
(12  Peters , 330),  “the  acts  of  Congress  adopting  the  State  pro- 
cess, adopt  the  form  and  mode  of  service  only  so  far  as  the 
sons  are  rightfully  within  the  reach  of  such  process,  and  did  not 
intend  to  enlarge  the  sphere  of  the  jurisdiction  of  the  circuit 
courts.” 

I think  the  same  construction  should  be  given  to  the  act  of 
1872,  above  mentioned,  and  so  construed  it  does  not  relieve  the 
case  of  the  question  of  the  habitat  of  this  defendant  being  with- 
out the  district,  and  not  therefore  subject  to  the  process  of  this 
court. 

The  motion  is  therefore  granted  and  this  suit  dismissed. 


Liability  of  Transferrers  of  Forged  Stock  Certificates. — In  the 
case  of  Nathan  Matthews  against  the  Massachusetts  National  Bank,  Judge 
Shepley  of  the  United  States  Circuit  Court,  on  the  3d  September,  decided  for 
the  plaintiff.  The  suit  was  brought  by  Matthews  to  make  the  bank  respon- 
sible for  his  loss  from  accepting  from  James  A.  Coe  as  collateral  for  a 
$25,000  loan,  a certificate  of  Boston  & Albany  Railroad  stock  fraudulently 
altered  by  Coe  from  2 shares  to  200.  The  bank  had  accepted  from  Coe  the 
certificate,  thus  altered,  as  security  for  the  loan,  and  had  again  surrendered  it 
to  him  two  years  before  the  transaction  with  plaintiff,  with  a transfer  in  blank 
on  the  back,  signed  by  the  cashier.  The  court  holds  that  the  cashier  had 
authority  to  act  according  to  the  general  usage  and  course  of  business  con- 
ducted by  banks.  The  transfer  of  certificates  of  stock  held  as  a collateral  was 
a common  transaction  with  banks.  The  signature  of  the  cashier  was  that  of 
the  bank.  His  signature,  was  given  for  the  purpose  of  transferring  the  title, 
and  whenever  the  blank  was  filled  a contract  of  sale  was  established  between 
the  party  who  had  signed  the  blank  assignment  and  the  person  whose  name 
was  rightfully  filled  in  as  assignee.  Mr.  Matthews  did  not  know  but  that 
the  certificate  was  genuine,  and  were  it  any  one’s  business  to  inguire  into 
that  matter,  it  was  that  of  the  bank  officers  before  giving  to  the  fraudulent 
certificate  the  appearance  of  genuineness  through  their  signature.  The  bank 
erred  in  placing  confidence  in  Coe  to  obtain  the  transfer  of  stock  from  the 
railroad  company,  instead  of  taking  the  certificate  directly  from  the  company. 
They  rendered  themselves  still  more  liable  by  delivering  to  Coe,  for  transfer, 
a forged  instrument,  authenticated  by  their  signature  in  blank;  thus  giving 
it  a currency  and  a negotiability  which  it  would  not  have  possessed  had  they 
made  the  transfer  directly  to  Coe.  Thus  the  bank  put  it  in  the  power  of 
Coe  to  commit  the  fraud  upon  Matthews  on  which  this  suit  was  founded. 
The  conclusion  is  that  the  bank  is  precluded  from  setting  up  forgery  as  a de- 
fense, and  the  plaintiff  is  entitled  to  judgment. 
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LEGAL  MISCELLANY. 

Abstract  of  Recent  Decisions  of  the  N.  Y.  Court  of  Appeals. 

From  the  Albany  Law  Journal. 

Draft — Express  Company. 

This  action  was  brought  to  recover  back  the  amount  paid  de- 
fendant’s company  upon  a draft  drawn  upon  plaintiffs,  which  had 
been  taken  from  the  post-office  by  some  person  other  than  the 
payee,  the  indorsement  of  the  payee  forged  thereon,  and  the  same 
delivered  to  defendant’s  company  for  collection.  Plaintiffs  paid 
the  draft  upon  presentation.  It  was  not  disclosed  to  them  at  the# 
time  that  the  express  company  was  acting  as  agent.  Held , (Rey- 
nolds, C.,  dissenting)  that  the  express  company  was  liable. 

To  shield  itself  from  liability  defendant  should  have  disclosed 
its  agency,  notwithstanding  the  fact  that  it  is  the  general  business 
of  express  companies  to  act  as  agents  for  others.  Reynolds,  C., 
dissenting. 

The  drawee  of  a draft  is  supposed  to  know  the  signature  of 
the  drawer;  but  he  is  not  supposed  to  have  the  same  knowledge 
of  the  signature  of  an  indorser,  and  by  acceptance  and  payment 
he  does  not  admit  or  guaranty  the  genuineness  of  the  indorsement 
by  the  payee.  Holt  e t al . v . Ross.  Opinion  by  Earl  and  Rey- 
nolds, CC. 


Partnership — Check. 

This  action  was  brought  to  recover  the  amount  of  a check  for 
$156,  signed  with  the  firm  name  of  a former  co-partnership,  com- 
posed of  defendants.  It  appeared  that  the  firm  of  M.  & G.,  the 
defendants,  were  owing  H.  $156.  H.  owed  G.  $120.  G.  paid 
the  firm’s  indebtedness  by  receipting  his  own  account  and  paying 
the  balance  in  money.  He  then  drew  the  check  of  the  firm  for 
$156,  which  he  subsequently  transferred  to  plaintiff  without  the 
knowledge  or  assent  of  M.,  in  payment  of  his  individual  debt. 
This  action  was  brought  after  the  dissolution  of  the  firm.  The 
court  charged  the  jury  that,  to  enable  plaintiff  to  recover,  the 
check  must  have  passed  to  him  before  the  dissolution  of  the  firm. 
fold,  no  error,  as  after  the  dissolution  G.  could  not  make  valid 
fn  instrument  previously  signed,  creating  a liability  against  the  firm. 

Also  held , that  plaintiff  could  not  recover,  as  the  assignee  of 
G.'s  claim  against  his  co-partner,  growing  out  of  his  settlement 
*ith  H.,  as  it  was  not  in  the  power  of  G.  to  separate  his  claim 
and  thus  subject  his  co-partner  to  several  actions  with  different 
persons,  but  all  must  go  into  the  general  account  between  the 
partners. 
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The  signing  of  a check  does  not  give  it  vitality,  and  it  does 
not  become  operative  until  transferred  to  some  third  person.  The 
fact  that  it  is  signed  by  one  member  of  a firm,  in  the  partnership 
name,  does  not  affect  this  rule;  he  signs  and  holds  it  as  the  rep- 
resentative of  the  firm,  and  no  act  of  his  will  give  it  validity  in 
his  own  hands,  -and  for  legal  purposes  it  will  be  deemed  to  be 
signed  when  it  is  transferred  to  a third  party.  Gale  v.  Miller, 
impleaded,  etc.  Opinion  by  Johnson,  C. 


Stock-Brokers’  Contract. 


This  action  was  brought  against  defendants,  as  stock-brokers,  to 
recover  damages  upon  the  sale  of  certain  stocks.  Defendants  had 
purchased  these  stocks  for  plaintiff  under  an  agreement,  by  which 
she  was  to  furnish  a specified  margin  as  security,  and  keep  the 
same  good  when  called  upon;  if  she  failed  to  comply  with  such 
demand,  defendants  were  authorized  to  close  the  account  by  pur- 
chase, or  at  public  or  private  sale,  without  notice.  Plaintiff’s 
margin  was  reduced  below  the  amount  required,  and  defendants- 
sold  the  stocks  without  notice  and  without  making  a call  or  de- 
mand for  further  security,  or  a tender  of  the  certificates  and  de- 
mand of  payment  therefor.  After  the  sale,  defendants  made  up 
and  presented  to  plaintiff  an  account  crediting  the  stocks  at  the 
prices  for  which  they  were  sold,  and  showing  a balance  due  them 
which  they  demanded.  Plaintiff  complained  of  the  sale,  but  upon 
defendants  threatening  to  sell  other  securities  they  held  belonging 
to  her,  and  which  she  needed  for  use,  she  paid  the  account. 
Held , that  there  existed  between  the  parties  the  relation  of  pledgor 
and  pledgee;  that  defendants*  sale  of  the  stocks  was  unauthor- 
ized and  wrongful,  and  that  they  were  liable. 

Also  held,  that  the  payment  of  defendants’  account  by  plaintiff 
was  not  an  assent  or  acquiescence  in  the  account  or  sale,  and 
that  plaintiff  was  not  concluded  thereby  as  a voluntary  payment. 
That  in  order  to  make  an  account  stated,  there  must  be  a mutual 
agreement  between  the  parties  as  to  the  allowance  or  disallowance 
of  their  respective  claims;  and  to  establish  such  an  account,  so 
as  to  preclude  a party  from  impeaching  it,  save  for  fraud  or  mis- 
take, his  assent  to  the  account  as  rendered  must  be  proved  either 
express  or  implied  from  failure  to  object  within  a reasonable  time 
after  presentation. 

Payment  of  a claim  for  the  sole  purpose  of  releasing  property 
held  in  pledge  by  the  claimant,  and  which  he  refuses  to  surrender 
without  such  payment,  is  not  a voluntary  payment,  and  does  not 
preclude  the  pledgee  from  questioning  the  claim.  Stenton  v.  Jer- 
ome et  a/.  Opinions  by  Earl  and  Reynolds,  CC. 
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FOREIGN  TRADE  OF  THE  UNITED  STATES 

For  the  Fiscal  Year  1873-4.  „ 

* 

A report  just  issued  by  the  Bureau  of  Statistics  states  the  foreign  commerce 
of  the  United  States  for  the  fiscal  year  as  follows : 

Domestic 

Export s (specie  Foreign 

Periods.  Imports.  values).  Exports . 

Month  ended  June  30,  1874. $49,302,334  ..  $52.2^0,109  ..  $1,959,926 

Month  ended  June  30,  1873. 49.420,791  46,2x5,053  ..  3,149,101 

Twelve  months  ended  June  30,  1874 595,861,248  629,252,253  ..  21,780,338 

Twehre  months  ended  June  30,  1873. .. . 663,6x7,147  ..  578,938,985  ..  28,149,511 

Of  the  total  imports  and  exports  for  the  fiscal  years  1874  and  1873,  the  fol- 
lowing values  consisted  of  specie  and  bullion  and  of  merchandise,  respec- 
tively : 


Domestic 

Exports  (specie  Foreign 

1874.  Imports.  values).  Exports. 

Specie  and  bullion $28,454,906  $59,699,686  $6,930,719 

Merchandise. 567,400,342  569*522,470*  16,849,619 

1873. 

Specie  and  bullion 21,480,937  ..  73,905,546  10,703,028 

Merchandise. 642,136,210  ..  505,033,439  17,446,483 


Allowing  for  the  differences  in  the  warehouse  account,  the  exports  for  the 
•fecal  year  1874  exceed  the  imports  by  $39,293,021,  while  for  1873  there  is 
*a  excess  of  imports  over  exports  of  $ 101,155,939. 

Of  the  total  trade  for  the  fiscal  years  1874  and  1873,  the  following  values 
carried  in  cars  and  other  land  vehicles,  and  in  American  and  foreign 


fessels,  respectively: 

Domestic 

Exports  ( specie  Foreign 

1874.  Imports.  values ).  Exports. 

Land  vehicles $x4’5*3-335  $5,645,265  $2,863,940 

American  vessels 176,027,778  166,107,880  8,425336 

Foreign^  vessels 405.320,135  . . 521,394*909  . 12,491,062 

Land  vehicles * 17,070,548  7,785,075  3,0X4.335 

American  vessels *74,739,854  161,110,634  8,456.124 

Foreign  vessels 471,806,765  478,236,854  16,679,052 


In  the  fiscal  year  ended  June  30,  1874,  72.9  per  cent,  of  the  total  trade  by 
water  was  transported  in  foreign  vessels,  and  73.6  per  cent,  in  1873. 

The  number  and  tonnage  of  vessels  engaged  in  the  foreign  trade  which  en- 
fered  into  and  cleared  from  the  ports  of  the  United  States  during  the  fiscal 
years  ended  June  30,  1874  and  1873,.  were  as  follows: 


Entered.  Cleared. 

*874.  No.  Tone.  No.  Tons. 

American  vessels 11,949  3,893172s  *2**87  ••  3,982,05a 

Foreign  vessels 20,398  9,196,460  20,571  9,206,027 


Total 32,347  13,090, 185  32,758  13,188,079 

1873. 

American  vessels xx,a66  1,6x2,631  **,573  1,764,500 

Foreign  vessels 20,381  . . 8,083,086  . . 20,493  . . 8,065,132 


Total 3**647  ••  **,695,7*7  32,066  11,829,632 


' The  returns  of  exports  to  Canada  will,  when  corrected,  increase  the  aggregate  several  m3- 
of  dollars  for  the  year  1874. 
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PUBLIC  DEBT  OF  THE  UNITED  STATES. 

Recapitulation  of  the  Official  Statements  ( cents  omitted ). 

Debt  Bearing  Interest  in  Coin. 

August  i,  1874.  Sept.  1,  1874. 

Bonds  at  six  per  cent $ 1,213,228,050  . . $ 1,213,228,050 

Bonds  at  five  per  cent 511,025,200  ..  511,025,200 

$1,724,253,250  ..  $1,724,253,250 

Debt  Bearing  Interest  in  Lawful  Money. 


Certificates  indebtedness  at  4 per  cent 

Navy  pension  fund  at  3 per  cent. 


Debt  on  which  interest  has  ceased  . 


678,000 
14,000,000 

$ 14,678,000 
2,740,830 

Debt  Bearing  no  Interest. 

Old  demand  and  legal-tender  notes $ 382,076,707 

Certificates  of  deposit 55,955,000 

Fractional  currency 45 ,7*9,793 

Coin  certificates 33,469,000 

$ 517,220,500 

Total  debt • $2,258,892,580* 

Interest 26,894,238 

Total  debt,  principal  and  interest $ 2,285,786,818 

Cash  in  the  Treasury. 

Coin $71,113,211 


Currency . 

Special  deposit  held  for  redemption  of  cer- 
tificates of  deposit,  as  provided  by  law  . 


16,913,233 
155,955, °°° 
$ 143,981,444 

Debt,  less  cash  in  the  Treasury,  Aug.  I,  ’74  $2,141,805,375 
Debt,  less  cash  “ " Sept.  I,  *74 

Decrease  of  debt  during  the  past  month..  $1,282,866 

Decrease  of  debt  since  June  30,  1874 1,282,866 


678,000 

14,000,000 

$ 14,678,000 
2,578,440 


$382,076,697 

58,690,000 

45.797,675 

29,141,200 

$5*5>705.573 

$2,257,215,263 

29,356>5n 

$2,286,571,775 


$ 71,083,928 
16,619,232 

58,690,000 

$ *46,393,160 

$2,140,178,614 

$ 1,626,760 
2,909,626 


Bonds  Issued  to  the  Pacipic  Railway  Companies,  Interest  Payable 
in  Lawful  Money. 


Principal  outstanding $64,623,512 

Interest  accrued  and  not  yet  paid 323,117 

Interest  paid  by  the  United  States $24,325,396 

Interest  repaid  by  transportation  of  mails,  &c.  5,33 1 ,289 

Balance  of  interest  paid  by  the  U.  S 18,994,107  ..  18,936,704 

(For  comparison  with  previous  periods  see  Banker’s  Magaxink  for  August,  page  136.! 


$64,623,512 

646,235 
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BANKING  AND  FINANCIAL  ITEMS. 

New  Banks. — The  monthly  list  of  new  Banks  and  Banking  Firms,  given  or. 
page  322  of  the  present  number,  comprises  no  fewer  than  ninety  names.  To 
collect  this  information  from  various  sources  entails  an  amount  of  labor  and 
expense  which  we  cheerfully  devote  to  this  object,  but  which  would  still  be 
inadequate  without  the  many  courtesies  of  our  subscribers  and  correspondents. 

We  desire  to  express  our  thanks  for  these  attentions,  which  are  alwft^s  cor- 
<toally  appreciated ; and  to  suggest  to  our  readers  in  every  part  of  the  country 
the  value  to  the  entire  Banking  community  of  promptly  imparting  to  them 
through  this  office,  accurate  information  of  all  changes  which  may  occur  among 
Banks  or  Bankers. 


The  Redemption  of  National  Bank  Notes.— The  Treasurer  of  the 
United  States  has  issued  the  subjoined  circular,  dated  Washington,  Sept.  14  : 

“The  act  approved  June  20,  1874,  entitled  * An  act  fixing  the  amount  of 
United  States  notes,  providing  for  a redistribution  of  the  National  Bank  cur- 
rency, and  for  other  purposes,’  requires  the  Treasurer  of  the  United  States  to 
notify  each  National  Bank  on  the  first  of  each  month,  or  oftener,  of  the 
amount  of  its  circulating  notes  redeemed  by  him  under  that  act,  and  when- 
ever the  redemptions  for  any  bank  shall  amount  to  the  sum  of  $500  to  notify 
it  to  deposit  with  him  an  equal  amount  in  United  States  notes.  The  great 
amount  of  work  suddenly  thrown  upon  this  office  by  the  act,  which  went  into 
effect  immediately  upon  its  passage,  and  the  inability  to  obtain  at  once  ex- 
perienced counters  and  assorters,  and  proper  rooms,  furniture,  books,  and 
blanks,  for  its  transaction,  have  rendered  it  impracticable  to  comply  with 
these  requirements.  With  the  greatest  exertions  it  has  been  found  impossible 
to  assort  enough  of  the  redeemed  National  Bank  notes  to  enable  the  Treasurer 
to  make  calls  upon  the  banks  for  United  States  notes  to  reimburse  him  for 
their  notes  redeemed,  in  sufficient  amounts  to  prevent  the  exhaustion  of  the 
hre  per  cent  fund.  The  Treasurer  is  therefore  compelled  to  ask  the  several 
National  Banks  to  make  an  additional  deposit  with  him  of  United  States  notes 
^oal  to  five  per  centum  of  their  circulation  to  enable  him  to  continue  the  re- 
demption of  their  notes,  pending  the  assortment  of  the  notes  already  re- 
deemed.” 

The  United  States  notes  may  be  sent  to  the  Treasurer  under  the  contract 
°f  the  Treasury  Department  with  Adams  Express  Company,  and  under  the 
same  regulations  as  are  prescribed  for  the  forwarding  of  notes  and  currency 
of  the  United  States  for  redemption.  The  expenses  of  the  transportation  will 
be  paid  by  the  Department,  which  will  be  reimbursed  therefor.  If  any  bank 
shall  prefer,  it  may  forward  the  required  amount  by  its  draft  on  New  York, 
Boston,  or  Philadelphia,  drawn  to  the  order  of  the  Treasurer  of  the  United 
States,  and  payable  in  United  States  notes.  Acknowledgment  will  be  made 
to  each  bank  for  its  deposit  when  completed,  by  a remittance  to  it  of  a cer- 
tificate in  proper  form.  United  States  notes  unfit  for  circulation  will  be  ac- 
cepted in  payment  of  the  additional  five  per  cent  deposit.  As  rapidly  as  the 
*otes  of  banks  making  the  additional  deposit  shall  be  assorted  their  amount 
will  be  charged  against  the  deposit  and  tne  banks  informed.  Compliance  with 
this  request  is  optional  with  the  National  banks,  but  it  is  hoped  that  a prompt 
Bod  general  response  will  be  made  to  it.  It  is  with  great  reluctance  that  this 
course  has  been  decided  upon,  and  strenuous  exertions  have  been  made  to 
prevent  it  from  becoming  necessary;  but  it  now  seem9  impossible  to  prevent 
bo  interruption  in  the  redemption  of  National  bank  notes  unless  further  deposit 
of  United  States  notes  shall  be  made.  Instructions  for  forwarding  United 
States  notes  are  then  given  in  detail. 
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Redemption  Suspended.— The  United  States  Treasurer  has  now  given 
notice  that  in  consequence  of  the  exhaustion  of  the  five  per  cent,  fund  ana  the 
failure  of  the  National  banks  to  make  a prompt  and  general  response  to  the 
request  for  an  additional  deposit  of  five  per  cent,  of  their  circulation,  it  has 
become  necessary  to  stop  the  redemption  of  National  bank  notes  for  a short 
time.  Remittances  of  bank-notes  wnich  are  now  in  transit  will  be  counted 
and  paid  for,  but  those  remitted  after  September  19th  will  be  held  until  notice 
is  given  of  the  resumption  of  redemptions.  Meanwhile  the  whole  force  of  the 
agency  will  be  employed  on  the  assortment  of  the  notes  already  redeemed,  in 
order  to  enable  it  to  make  calls  upon  the  banks  to  reimburse  the  Treasury  for 
their  redemption.  It  is  hoped  that  redemptions  will  be  resumed  within  two 
cr  three  weeks.  The  cessation  of  redemptions  (it  is  further  said)  need  not 

f>revent*compliance  with  the  call  for  the  additional  five  per  cent,  deposit.  The 
arger*tne  amount  of  legal  tenders  deposited  under  the  call,  the  sooner  the 
agency  will  be  enabled  to  resume  redemptions.  There  seems  to  be  some  mis- 
understanding as  to  the  operation  of  the  additional  call.  The  deposits  made 
under  the  call  will  be  treated  simply  as  an  advance  from  the  banks  to  re-im- 
burse  the  Treasury  for  their  notes  redeemed,  but  not  yet  assorted.  As  fast  as 
the  notes  shall  be  assorted,  their  amount  will  be  charged  against  the  ad- 
ditional deposit,  and  no  request  for  re-imbursement  will  be  made  upon  the 
banks  making  the  deposit  until  it  shall  be  exhausted. 

Important  Bankruptcy  Decision. — Judge  Blatchford  of  this  city  gave  on 
Sept.  2d  a decision  to  the  effect  that  when  the  assets  of  a bankrupt  fail  to 
reach  fifty  per  cent,  of  the  claims  proved  against  the  estate,  he  cannot  have  a 
discharge  unless  by  the  consent  of  the  majority  in  number  and  value  of  his 
creditors.  This  is  in  accordance  with  the  provision  of  the  act  of  1868,  which 
the  court  holds  has  not  been  modified  by  subsequent  legislation. 

An  Honorable  Example. — During  the  panic  of  September,  1873,  Messrs^ 
A.  M.  Kidder  & Co.,  bankers  of  Wall-st.,  were  compelled  to  suspend  for  the 
time  being.  Two  days  after  the  re-opening  of  the  Stock  Exchange,  in  the  same 
month,  they  resumed  business,  having  settled  with  their  creditors  on  the  basis 
of  33j^  per  cent.  Before  the  close  of  1873  this  was  increased  to  50  per  cent; 
and  now  of  their  own  free  will  they  have  paid  in  full  the  remaining  50  per 
cent,  of  the  original  indebtedness.  As  they  were  under  no  legal  obligation  to 
make  this  settlement,  an  action  so  honorable  deserves  special  mention. 

Dangerous  Counterfeit. — A counterfeit  twenty-dollar  note  of  the  Mer- 
chants* National  Bank  of  New  York  was  discovered  at  the  Treasury  Depart- 
ment recently,  among  the  National  bank  currency  sent  there  for  redemption. 
This  counterfeit  is  so  well  executed  that  it  passed  undiscovered  through  the 
hands  of  several  counters,  and  was  at  last  detected  by  a lady  counter. 

Mr.  Selah  Van  Duzer,  formerly  President  of  the  New  York  National 
Exchange  Bank,  died  on  September  21st,  at  his  home  in  Carmel,  Putnam 
County,  New  York,  in  the  seventy-eighth  year  of  his  age.  The  organization 
of  the  bank  was  mainly  due  to  the  efforts  of  Mr.  Van  Duzer.  He  continued 
at  its  head  till  1870,  then  retiring  from  business. 

Donation. — The  Bank  Clerks*  Mutual  Benefit  Association  -ef  New  York  has 
received  from  William  Miles,  President  of  the  Sixpenny  Savings  Bank,  the 
deed  of  a plot  of  ground  in  Cypress  Hill  Cemetery. 

Arkansas. — The  Constitutional  Convention,  which  met  at  Little  Rock  in 
August,  struck  out  of  the  finance  report  a section  which  prohibited  the  Legis- 
lature from  ever  providing  for  the  payment  of  the  State  levee  bonds,  railroad 
bonds,  and  the  Halford  bonds,  in  all  about  $ 11,000,000.  This  was  a test  vote 
on  repudiation  and  a timely  defeat  of  that  iniquity. 

Little  Rock. — Major  J.  W.  Smith  having  resigned  the  cashiership  of  the 
Merchants*  National  Bank,  the  directors  have  elected  as  his  successor  Mr. 
Lucien  W.  Coy,  long  connected  with  that  institution.  Mr.  Coy  has  for  some 
years  filled  important  positions  in  the  State,  and  has  always  so  conducted  af- 
fairs under  his  control  as  to  have  gained  a high  reputation  as  a careful  and 
reliable  business  man. 
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District  of  Columbia. — Correspondents  seeking  prompt  attention  to  their 
Washington  collections,  are  referred  to  the  card  of  Messrs.  H.  E.  Offley  & 
Co.  Other  bankers  speak  very  highly  of  their  efficiency  in  this  department 

The  Friedmen’s  Savings  Bank. — At  a meeting  of  depositors  of  the 
Philadelphia  branch  of  this  Company,  held  there  on  September  8th,  Robert 
Perns,  one  of  the  commissioners  appointed  by  the  trustees,  said  that  the 
bank  could  realize  85  per  cent,  upon  its  securities  immediately,  and  the  bal- 
ance within  a few  months.  * 

An  adjourned  meeting  was  held  on  the  15  th,  when  resolutions  were  adopted 
denouncing  the  act  of  the  trustees  in  placing  the  institution  in  the  hands  of 
the  Commissioners  to  wind  it  up;  demanding  the  re-establishment  of  the 
company,  and  petitioning  Congress  for  the  restoration  of  the  charter.  (Mjessrs. 
Robert  Jones,  Samuel  P.  Smith,  and  W.  H.  Hunter,  were  appointed  a com- 
mittee to  confer  with  the  Commissioners. 

The  Commissioners  of  the  Freedmen’s  Savings  and  Trust  Company  at 
Washington,  say  that  they  can  make  no  statement  yet  in  detail  for  which 
they  are  willing  to  be  held  responsible.  They  have  not  arrived  at  accurate 
results  either  as  to  the  indebtedness  or  assets  of  the  institution. 

Illinois. — A new  bank  has  been  established  at  East  St.  Louis,  by  Messrs. 
Newman,  Allen  & Co.,  called  the  East  St.  Louis  Stock-Yard  Bank.  Their 
New  York  correspondents  are  Messrs.  Donnell,  Lawson  & Co. 

Kansas. — Mr.  Albert  Hadley,  for  eight  years  Assistant-Cashier  of  the  Na- 
honal  Bank  of  Lawrence,  Kansas,  has  been  elected  Cashier  of  the  Lawrence 
Savings  Bank,  that  position  having  been  made  vacant  by  the  resignation  of 
L-  S.  Treadway. 

Louisiana. — The  Citizens’  Bank  of  New  Orleans,  the  oldest  banking  insti- 
J^ion  in  that  dty,  and  one  of  the  oldest  in  the  United  States,  suspended  on 
September  2d,  and  has  since  gone  into  bankruptcy.  The  Picayune  gives  the 
foUowing  details: 

Since  the  war  the  banking  department  has  been  carrying  a debt  due  by  the 
mortgage  department  of  $ 1,000,000,  and  the  latter  has  been  growing  weaker 
with  the  depression  in  real  estate. 

The  banking  department  also  lost  heavily  of  late  by  operations  in  foreign 
exchange  and  the  Shute  affair.  . Its  runner  was  robbed  of  $60,000  in  cash. 
The  acceptance  of  the  Fiscal  Agency  of  the  State  and  loans  upon  State  se- 
curities injured  the  standing  of  the  bank.  When  the  Crescent  City  Bank 
suspended,  its  portfolio  was  discounted  by  the  Citizens’  Bank  to  the  extent  of 
$100,000.  This  has  been  tied  up  in  litigation  ever  since. 

Of  late,  however,  its  affairs  seemed  to  improve.  The  $2,000,000  bonds  of 
me  mortgage  department  held  in  Germany  and  falling  due  in  June  were  about 
to  be  extended  for  ten  years ; at  least,  arrangements  were  making  for  that 
Purpose,  with  strong  hopes  of  success.  The  friends  of  the  bank  were  much 
encouraged,  and  confidence  in  it  was  increasing,  when  the  defalcation  of 
$43,000  by  Delery,  the  cashier,  came  to  light  about  ten  days  since. 

It  seems  now  tnat  this  defalcation  was  of  two  years*  standing,  but  had  been 
concealed  by  false  entries  on  the  books.  The  discovery  of  this  swept  away 
the  confidence  which  was  begi uning  to  be  renewed,  a run  upon  the  bank  was 
commenced,  and  the  deposits  from  $ 800,000  were  quickly  reduced  to  $ 2jo,ood, 
*h$n  the  cash  gave  out.  Of  this  all  but  about  $ 75,000  is  due  to  foreign 
hanks  and  bankers.  It  transpires  also  that  the  President  never  called  upon 
fhc  Clearing-House  for  assistance,  which  would  have  been  promptly  given. 

A trifling  amount  of  currency  would  have  averted  suspension,  and  could 
have  been  obtained.  In  the  evening  there  was  a meeting  of  the  Clearing- 
House,  and  a committee  was  appointed  to  look  into  the  condition  of  the  Citi- 
zens’ Bank,  and  report  its  status  as  early  as  possible.  It  was  stated  that 
enough  was  shown  to  guarantee  the  solvency  of  the  bank. 

The  balance  due  depositors  is  $ 270,000.  The  Clearing-House  statement 
«n  Friday  showed  for  the  bank:  liabilities,  $ 749,231;.  71 ; assets,  $2,182,881.92. 
Of  the  assets,  however,  $ 1,128,773.3 7 consisted  of  items  outside  of  portfolio. 
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Michigan. — Frederick  L.  Seitz,  banker  of  Detroit,  has  suspended,  having 
been  embarrassed  ever  since  the  panic  of  a year  ago.  His  liabilities  are 
$231,000,  of  which  $30,000  is  due  depositors.  The  assets  are  nominally 
$200,000,  including  a large  number  of  shares  of  Emma  Hill  mining  stock. 

New  Hampshire. — A recently  passed  law  requires  that  of  every  corporation 
existing  by  virtue  of  the  laws  of  New  Hampshire,  or  heretofore  created  there- 
by, and  having  stockholders  resident  in  the  State,  at  least  one  director  shall 
be  an  actual  inhabitant  of  that  State.  This  law  must  be  complied  with  by 
every  such  corporation  at  its  next  annual* meeting. 

Resumption. — The  Mechanics’  Savings  Bank  of  Nashua  has  resumed 
business.  The  Bank  Commissioners,  under  a recent  act  of  the  Legislature, 
have  reduced  the  depositors*  accounts  15  per  cent.,  to  correspond  with  the 
depreriRed  securities,  which  is  considered  by  the  officers  to  be  more  than 
enough  to  cover  all  possible  loss.  Depositors  are  to  be  credited  with  what- 
ever is  realized  from  the  securities,  and  new  accounts  will  be  kept  special 
from  the  old. 

Ohio. — Al>out  five  hundred  citizens  of  Cincinnati  have  signed  a pledge  that 
they  will  support  no  one  for  Congress  who  is  not  for  the  prohibition  of  any 
increase  of  irredeemable  paper  currency,  and  the  speediest  possible  return  by 
the  Government  to  hard  money. 

Loose  Practice. — The  Cincinnati  Chamber  of  Commerce  has  expelled  F. 
W.  Heckert,  freight  agent  of  the  Baltimore  & Ohio  Railroad,  and  the  company 
has  dismissed  him,  for  giving  to  John  Cinnamon,  a lard  broker,  bills  of  lading 
when  the  goods  described  therein  had  not  been  shipped.  It  does  not  appear 
that  fraud  was  intended. 

Pennysylvania. — The  Centennial. — At  a meeting  of  the  Board  of  Bank 
Presidents,  of  Philadelphia,  held  on  September  7th,  resolutions  were  sub- 
mitted and  referred  to  a committee  for  consideration,  providing  “ that  all 
National  and  other  banks,  and  all  the  other  bankers  in  the  United  States,  be 
invited  to  send  representatives  to  a meeting  to  be  held  at  Philadelphia,  to 
form  an  association  for  collecting,  classifying  and  exhibiting,  in  a suitable  de- 
partment of  the  Centennial  Buildings,  specimens  of  the  coins  and  paper 
money  of  the  American  colonies,  of  the  United  States,  and  of  all  the  States, 
from  the  earliest  settlement  of  the  country  to  the  date  of  the  exhibition,  to- 
gether with  such  statistics  of  banking  and  finance  generally,  as  will  make 
that  department  attractive.”  The  Controller  of  the  Currency,  Secretary  of 
the  Treasury,  Director  of  the  Mint,  and  other  Government  officials  have  sig- 
nified their  approval  of  the  proposition  contained  in  the  resolution. 

Jay  Cooke  & Co. — Mr.  E.  M.  Lewis,  trustee  in  bankruptcy  of  Jay  Cooke  & 
Co.,  has  filed  with  the  Register  a detailed  statement  of  290  items  of  receipts 
and  409  items  of  expenditure.  The  total  receipts  shown  are  $ 1,043,95 1 11* 
and  the  total  expenditures  $293, 395  73,  leaving  a balance  of  $750,555  38  in 
the  hands  of  the  trustee  on  September  19th. 

Honesdale. — Mr.  Stephen  D.  Ward,  Cashier  of  the  Honesdale  National 
Bank,  died  suddenly  on  the  morning  of  September  14th,  having  left  his  desk 
at  the  bank  but  a few  moments  before.  Mr.  Ward  entered  the  Honesdale 
bank  as  a clerk  in  January,  1839,  and  became  its  cashier  in  October,  1842,  faith- 
fully serving  the  bank  and  the  community  for  over  thirty-five  years.  This  de- 
votion to  business  did  not  interfere  with  the  higher  duties  of  life,  and  during 
a long  residence  in  Honesdale,  Mr.  Ward  won  an  enviable  reputation,  and  a 
wide  circle  of  friends.  He  was  recognized  as  a man  of  unusual  intelligence, 
extensive  information,  and  superior  judgment ; and  these  qualities,  united  to 
unsullied  integrity  and  high  moral  and  religious  principles,  gained  for  him 
general  confidence  and  esteem. 

Unstamped  Checks. — The  Pittsburg  Commercial  states  that  a Government 
official  is  traversing  the  country  making  inspection  of  the  canceled  checks  of 
the  various  banks,  in  order  to  ascertain  whether  the  law  requiring  a two-cent 
stamp  to  be  placed  upon  every  draft  and  check  paid  has  been  uniformly 
obeyed.  The  official  is  said  to  be  reaping  quite  a harvest  for  the  Treasury  in 
fines,  and  the  bankers  in  that  vicinity  are  reported  as  conducting  themselves 
with  remarkable  circumspection  in  this  particular. 
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Bold  Bank  Robbery. — At  Wellsboroueh,  Penn.,  early  on  the  morning  of 
September  17th,  five  masked  men  effected  an  entrance  into  the  residence  of 
Mr.  John  L.  Robinson,  President  of  the  First  National  Bank,  and  gagged 
and  bound  the  occupants,  President  Robinson,  Cashier  E.  H.  Robinson,  Mrs. 
Robinson,  and  Mrs.  Smith.  They  then  compelled  the  Cashier  to  accompany 
them  to  the  bank  and  throw  open  the  vaults,  when  they  helped  themselves  to 
about  $50,000,  principally  in  currency.  A reward  of  $5,000  is  offered  for  their 
arrest,  or  $ 1,000  for  either.  The  bank  has  a large  surplus  and  is  solvent. 

Cosgrove,  one  of  the  Wellbsorough  bank  robbers,  was  arrested  on  Septem- 
ber 20th,  at  Waverly,  N.  Y.  One  thousand  dollars  was  found  in  his  posses- 
sion, and  $ 12,000  in  bonds  and  money,  together  with  the  watch  of  Mr. 
Robinson,  the  Cashier,  were  found  secreted  in  the  house.  Cosgrove  is  a noted 
character,  and  is  supposed  to  have  been  one  of  the  robbers  of  the  Fjjst  Na- 
tional Bank  of  Athens,  N.  Y.,  in  October,  1873. 

Texas.-— The  Waco  National  Bank  has  been  organized  at  Waco,  McLennan 
County,  by  Messrs.  Fort  & Jackson,  bankers  of  that  place.  Their  capital  is  to 
be  $100,000  paid  up,  with  authority  to  increase  to  $150,000;  Mr.  William  A. 
Fort  is  to  be  President  and  Mr.  George  W.  Jackson  (formerly  Cashier  of  the 
First  National  Bank  of  Gallipolis,  Ohio)  is  the  Cashifcr.  The  many  friends  of 
the  latter  gentleman  will  be  glad  to  know  that  his  experience  and  ability  are 
finding  a still  wider  field  for  prosperous  effort. 

Attempted  Robbery. — On  the  night  of  September  17th  the  outer  door  of 
the  safe  of  the  National  Bank  of  Newbury,  at  Wells  River,  Vermont,  was  blown 
open  by  burglars.  The  people  in  the  neighborhood  were  aroused  by  the  ex- 
plosion, and  the  robbers  fled,  leaving  untouched  a large  amount  of  money  in 
the  safe. 

Wisconsin. — The  Racine  Journal  announces  the  death  of  Hon.  George  C. 
Northrop  in  that  city,  July  15,  of  jaundice,  at  the  age  of  fifty-five  years. 
Mr.  Northrop  had  been  long  and  prominently  identified  with  the  bank- 
ing interests  of  Racine.  He  was  one  of  the  originators  of  the  Racine 
County  Bank,  and  was  for  many  years  its  cashier.  He  was  twice  elected 
to  the  office  of  Mayor,  and  afterwards  represented  the  city  in  the  Legis- 
lature. Among  other  public  duties  Mr.  Northrop  was  at  one  time  Super- 
intendent of  the  Public  Schools,  and  devoted  much  time  to  their  improvement 
and  welfare.  The  Journal  speaks  of  him  as  a man  of  fine  scholarship;  a 
constant  reader ; a lover  and  promoter  of  the  fine  arts,  and  a near  friend  of 
some  of  the  best  and  wisest  men  who  have  made  their  homes  in  Racine.  As 
a mark  of  respect  to  his  memory  the  Directors  of  the  Manufacturers’  National 
Bank  closed  the  doors  of  their  institution  during  the  afternoon  of  his  funeral. 


Canada. — A new  bank  has  been  organized  at  Toronto,  called  the  Federal 
Bank  of  Canada,  with  a capital  of  $1,000,000.  Mr.  S.  Nordheimer  is  Presi- 
dent; Mr.  William  Alexander,  Vice-President;  and  Mr.  H.  S.  Strathy,  Cashier. 
The  latter  gentleman  was  formerly  Cashier  of  the  Canadian  Bank  of  Commerce. 
Branches  are  established  at  Simcoe,  H.  Groff  being  Manager ; and  at  London, 
Charles  Murray,  Manager. 


Wanted. — The  following-named  back  numbers  of  the*  Banker’s  Magazine  : 
1846— Jujy  to  December;  1847 — January  to  December;  1848 — January  to 
December ; 1849 — January  to  December ; 1850 — January  and  June  to  Decem- 
ber; 1851 — January,  March,  May,  June,  and  August  to  December;  1852 — 
January,  March,  and  April  to  December;  1855 — August  to  December;  1856 — 
November;  1857 — January;  1858 — February,  April,  May,  June,  July,  Sep- 
tember, October,  November ; i860 — September,  October,  November ; 1861 — 
January,  April,  and  May;  1862 — December;  1864-January,  February,  March, 
April,  June,  July,  and  August;  1865 — March  and  December. 

Full  Subscription  Price  will  be  paid  at  this  office  for  many  of  the  above,  and 
at  least  thirty-five  cents  for  others  if  delivered  at  once. 


Digitized  by  LjOOQle 


320 


banker’s  magazine. 


[October, 


OFFICIAL  BULLETIN  OF  NEW  NATIONAL  BANKS, 


Authorized  Aug.  17  to  Sept.  17,  1874. 


No.  Name  and  Place.  President  and  Cashier. 

• 

2170  First  National  Bank,  Thomas  Dunaway 

Streator,  III James  G.  Wilson . . . 

2171  Third  National  Bank,  S.  U liman 

Louisville,  Ky E.  C.  Bohn£ 

2172  Athol  National  Bank,  Thomas  H.  Goodspeed 

Athol,  Ma& Charles  A.  Chapman 

2173  National  Bank  of  Salem,  Andrew  J.  Parker 

Salem,  Ind James  Baynes 

2174  First  Nat.  Bank  of  Florida,  T.  W.  C.  Moore 

Jacksonville,  Flor.  Jas.  M.  Shoemaker  . 

2175  First  Nat.  Bank  of  Fairfield,  Henry  Kelley 

Fairfield,  Maine.  . . Elbridge  G.  Pratt. . . 

2176  Union  Nat.  Bk.  of  Streator,  Samuel  Plumb 

Streator,  III. Geo.  L.  Richards 

2177  First  Nat.  B.  of  Cedar  Falls,  W.  M.  Fields 

Cedar  Falls,  Iowa..  Charles  J.  Fields.. . 

2178  First  Nat.  Bank  of  Spencer,  Levi  Beem 

Spencer,  Ind David  E.  Beem 

2179  First  N.B.  of  Colorado  Sp’gs,  F.  L.  Martin 

Colorado  Sp’s,  Col.  William.  B.  Young. 

2180  People’s  Nat.  B.  of  Princeton,  William  L.  Evans 

Princeton,  Ind William  L.  Dorsey. 

2181  Centre  ville  N.B.  of  Thurman,  Luther  M.  Beman. ... 

Centreville,  Ohio..  Rufus  P.  Porter.... 

2182  First  National  Bank,  Harrison  Stuckslager. 

Lisbon,  Iowa Godlieb  Auracher.. 

2183  First  National  Bank,  James  Burge 

Crown  Point,  Ind.  . A.  E.  Bundy 

2184  First  National  Bank,  John  S.  Merritt 

La  Grange,  Ind. ...  R.  S.  Hubbard 

2185  Mount  Sterling  Nat.  Bank,  William  Stofer 

Mount  Sterling,  Ky.  Thos.  H.  Summers. 

2186  Citizens’  National  Bank,  Edwin  W.  Giddings.. 

Romeo,  Mich Samuel  A.  Reade. .. 

2187  People’s  National  Bank,  E.  Ross 

Independence,  Iowa  J.  F.  Coy 


Capital.  — v 
A ntkorised.  Paid. 


$ 50,000  . 

$35.°°° 

200,000  . 

200,000 

100,000  . 

52»35° 

50,000  . 

50,000 

50,000  . 

37.500 

50,000  . 

30,000 

50,000  . 

50,000 

100,000  . 

65,000 

100,000  . 

50,000 

50,000  . 

35.000 

50,000  . 

30,000 

50,000  . 

50,000 

• 50,000  . 

30,000 

50,000  . 

35.000 

50,000  . 

35,000 

50,000  . 

38^00 

50,000  . 

35,000 

50,000  . 
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Town  Bonds  Contested. — The  Delaware  (N.  Y.)  Gazette  says: — 

The  town  of  Hancock  in  this  county  has  already  commenced  several  suits 
against  the  holders  of  the  bonds,  to  cancel  the  town  bonds  issued  in  aid  of 
the  New  York  & Oswego  Midland  Railroad.  Several  are  pending  in  the  State 
Courts  and  also  in  the  United  States  Circuit  Court.  Eminent  counsel  are  em- 
ployed, to  wit:  ex-Judge  E.  More  of  New  York  city,  and  ex-Judge  C.  Mason 
of  Hamilton.  Both  these  counsel,  we  understand,  ghre  it  as  tneir  opinion, 
after  careful  examination,  that  the  bonds  are  void  ana  cannot  be  collected. 
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CHANGES  OF  PRESIDENT  AND  CASHIER. 

( Monthly  List;  continued  from  September  No.,  page  242.  J 
September,  1874. 

13T  Banks  are  requested  to  furnish  prompt  notice  of  any  future  changes. 
Nome  0/  Bank.  Elected.  In  place  of 

Ninth  National  Bank,  N.  Y.  City.  John  T.  HiU,  Prest Thos.  A.  Vyse,  Jr. 

Georgetown  Savings  Bank,  D.C..  H.  W.  Barrett,  Cash James  Dickson. 

Georgia  Bg.  & Tr.  Co.,  Atlanta, G A.  V.  R.  Tommey,  Prest Miles  G.  Dobbins. 

Merchants*N.B.,NewAlbany,lND.  Seth  Woodruff,  Cash James  R.  Shields. 

Citizens*  State  B.,  New  Castle,  “ D.  W.  Kinsey,  “ ....  Wm.  C.  Murphy. 

Simpson’s  Bank,  Lawrence,  Kan.  Albert  Hadley,  “ C.  S.  Treadway. 

Deposit  Nat.  Bank,  Deposit,  N.  Y.  Chas.  J.  Knapp,  “ James  H.  Knapp. 

B.  of  Brandywine,  Westchester, Pa.  W.  J.  Dingce,  Asst.-Cash.  C.  S.  Bradford,Jr.,C. 


THE  PREMIUM  ON  GOLD  AT  NEW  YORK, 

August  and  September,  1874. 


*(  Continued  from  September  Number , page  244.) 


1874. 

Lowest  Highest. 

Lowest. 

Highest. 

Lowest.  Highest. 

January .. 

- 1 2* 

..Aug.  31 

- 9* 

■ 9* 

..Sept.  14. 

- 9 H - 

9* 

February . 

aft 

- J3 

. . Sept.  1 . 

--  9 X 

• 9 X 

15. 

- 9*  • 

9* 

March  ... 

»* 

- >3* 

2 . 

--  9* 

■ 9* 

16. 

- 9* 

10* 

April  .... 

II* 

14* 

3 - 

--  9* 

. 10 

17. 

- 9*  - 

10 

May 

II* 

- 13* 

4 . 

--  9# 

- 9* 

18. 

- 9%  ■ 

9* 

June 

10* 

• 12* 

5 

-•  9X 

• 9* 

19. 

--  9 X * 

9* 

M 

9 

- 10* 

August . . . 

9* 

• «o* 

z- 

-*  9X 

• 9* 

21. 

- 9%  - 

9* 

8 . 

--  9X 

• 9* 

22. 

- 9#  - 

9* 

Aug.  26.. 

9* 

• 9* 

9 • 

--  9X 

- 9* 

23. 

••  9X  - 

9* 

27.. 

9* 

9* 

10  . 

-*  9X 

- 9* 

24. 

9lA 

9* 

28.. 

9* 

• 9* 

11  . 

••  9 'A 

■ 9* 

29.. 

9* 

• 9* 

12  . 

--  9% 

- 9* 

Forgers  Baffled. — An  attempt  to  issue  forged  Treasury  notes  of  the  Bank 
of  Brazil  has  just  failed  here.  An  engraver  who  was  applied  to  to  execute 
Ike  plates  accepted  the  job,  but  communicated  with  the  police,  and  when  the 
P*rties  came  to  receive  them  they  were  given  into  custody.  Two  men  have 
bow  been  tried,  and  one  condemned  to  a long  term  of  imprisonment.  The 
prime  mover  of  the  conspiracy  has  been  arrested  in  Portugal,  where  he  awaits 
kis  trial. — London  Economist,  August  29 th. 
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NEW  BANKS,  BANKERS  AND  SAVINGS  BANKS. 

( Monthly  List,  continued  front  September  Number , page  241. ) 
iy  Additions  for  this  list  are  solicited  from  the  subscribers  to  this  work. 


NEW  YORK  CITY. 

Groesbeck  & Kitchen,  18  Wall  St.  Wheeler  & Thomas,  13  Broad  St. 


Place  and  State.  Name  0/  Bank.  N.  K.  Correspondent. 

Tucson,  Arizona M.  J.  Jacobs  & Co Wells,  Fargo  & Co. 

Iowa  City,  Cal J.  W.  Chinn Wells,  Fargo  & Co. 

Denver,  Col.  German  Bank Chemical  National  Bank. 

Colorado  Springs,  “ . First  National  Bank 

Jacksonville,  Florida  First  National  Bank 


Cuthbert,  Georgia.. 
Covington,  “ 
Greensboro*,  “ 
Madison,  “ 

Aledo,  III.. 

East  St.  Louis,  “ . 

Earlville,  “ . 

Gibson  City,  “ . 

Hutsonville,  “ . 

Momence,  “ . 

Piper  City,  “ - 

Polo,  “ . 

Pleasant  Plains,  **  . 

Streator,  “ . 


Brazil,  Ind.  . . 

Crown  Point,  “ .. 

La  Grange,  “ . . 

Princeton,  **  . . 

Salem,  “ . . 

Spencer,  “ . . 

Wolcottville,  “ . . 

Cedar  Falls,  Iowa.. 
Corydon,  “ . . 

Des  Moines,  “ . . 

Independence,  “ . . 

Lisbon, 

Maquoketa, 
Oskaloosa, 

Stuart, 

Columbus, 

Great  Bend, 
Oskaloosa, 

Topeka, 

«< 

Wyandotte, 


u 

44 

II 

*1 

Kan... 

(4 

(4 

44 

44 

44 


John  McKenzie  Gunn Tuttle  & Wakefield. 

Beniamin  W.  Robson Duncan,  Sherman  & Co. 

C.  A.  Davis  & Son Importers  & Traders*  N.  B. 

G.  B.  Stovall National  Park  Bank. 

McKinney,  Gilmore  & Co. . . Metropolitan  National  Bank. 
E.  St.  Louis  Stock  Yards  Bank  Donnell,  Lawson  & Co. 

William  Wilson  & Co Bank  of  North  America. 

M.  T.  Burwell Gilman,  Son  & Co. 

Preston,  Lake  & Co W.  R.  Preston  & Co. 

Worcester  & Brayton Dry  Goods  Bank. 

Chas.  Montelius  & Son German -American  Bank. 

Barber  & Trumbauer Duncan,  Sherman  & Co. 

Hamilton,  Beekman  & Co. . . Nat.  Shoe  & Leather  Bank. 

First  National  Bank 

Union  National  Bank First  National  Bank. 


R.  M.  Wingate * Henry  Clews  & Co. 

First  National  Bank 

First  National  Bank .... 

People’s  National  Bank 

National  Bank  of  Salem  ....  Third  National  Bank. 

First  National  Bank 

L.  L.  Wildman Henry  Clews  & Co. 

First  National  Bank 

Wayne  County  Bank Corbin  Banking  Co. 

Iowa  State  Savings  Bank  ...  None. 

People’s  National  Bank 

First  National  Bank 

Exchange  Bank Allen,  Stephens  & Co. 

Frankel,  Bach  & Co Kuhn,  Loeb  & Co. 

Exchange  Bank Allen,  Stephens  & Co. 

Hobart  & Middaugh.. Corbin  Banking  Co. 

Benton  Co.  Savings  Bank...  Ninth  National  Bank. 

F.  M.  Johnson Hanover  National  Bank, 

National  Loan  & Trust  Co.  . Donnell,  Lawson  & Co. 

State  National  Bank Donnell,  Lawson  & Co. 

J.  P.  Ennis  & Co Winslow,  Lanier  & Co. 

Nortlirup  & Son Donnell,  Lawson  & Co. 
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Louisville,  Ky Third  National  Bank German- American  Bank. 

Bardstown,  44  Wilson  & Muir Ninth  National  Bank. 


Mt.  Sterling,  44  Mt.  Sterling  National  Bank.  

Owingsville,  44  Exchange  & Deposit  Bank..  First  Nat.  Bk.,  Cincinnati. 

Fairfield,  Maine First  National  Bank 

Athol,  Mass Athol  National  Bank 


Bay  Gty,  Mich.  . . . Collection  Bank  of  Bay  City.  None. 

Blissfieid,  44  ...  Carpenter,  Gilmore  & Co...  Allen,  Stephens  & Co. 

Fowlerville,  “ Gay  & Ellsworth Metropolitan  National  Bank. 

Litchfield,  “ ...  Litchfield  Bank Henry  Clews  & Co. 

Manistee,  “ ...  Lumbermen’s  Bank None. 

Menominee,  44  Menominee  Bank Duncan,  Sherman  & Co. 

Romeo,  “ ...  Citizens*  National  Bank 

Appleton  City,  Mo..  F.  Egger  & Co Hanover  National  Bank. 

Marshall,  “ . Wood  & Huston Kountze  Brothers. 

Montgomery  City, “ . Montgomery  Co.  Bank  . ...  None. 

Rockport,  44  . Durfee  & Wyatt Donnell,  Lawson  & Co. 

Silver  City,  N.  Mex.  . H.  M.  Porter Kountze  Brothers. 

Bloomington,  Neb.  . . Worthing,  Sheppard  & Co. . . Saunders  & Hardenberg. 

Buffalo.  N.  Y. . . . Moses,  Smith  & Co Meeker,  Worden  & Co. 

Go  wan  da,  “ — Lemuel  S.  Jenks None. 

Lyons,  44  ...  Union  Bank First  National  Bank. 

Williamstown,  44  ...  Steele  & Morss ^ Ninth  National  Bank. 

Newbern,  N.  C R.  H.  Rountree  & Co 


Centreville,  Ohio Centreville  N.  B.  of  Thurman  

Chagrin  Falls,*4  T.  W.  & M.  V.  Scott Importers  & Traders’  N.  B. 

Leetonia,  44  Citizens’ Bank Pittsb’gh  N.  B.  of  Commerce. 

Kent,  44  Kent  Sav.  & Loan  Associat’n  Importers  & Traders*  N.  B. 


• Millersburg,  OHIO . . . 
Urichsville,  44  ... 

Philadelphia,  Pa 

Chester,  44  ..... 

Columbia,  44 .'. 

Newport,  44 

Pittsburgh,  44 

it  ii 

Uniontown,  44 


Exchange  Bank Importers  & Traders*  N.  B. 

George  Johnston Merchants*  National  Bank. 

Matthew  Craig James  B.  Colgate  & Co. 

White,  Powell  & Co Tilney  & Co. 

Dyer  & Appleby Drexel,  Morgan  & Co. 

E.  K.  Smith  & Co Central  N.  B.,  Philadelphia. 

Juniata  Valley  Bank  (Branch)  Girard  N.  B.,  Philadelphia. 
Monongahela  Savings  Bank.  Merchants’  Exchange  N.  B. 
German- American  Bank  ....  Kountze  Brothers. 

People’s  Bank  of  Fayette  Co.  Girard  N.  B.,  Philadelphia.. 


Clarksville,  Tenn Bank  of  Clarksville Bank  of  America. 


Bryan,  Texas J.  S.  Fowlkes  & Co.. 

Belton,  44  Miller  Brothers 

Calvert,  44  J.  H.  Littlefield  & Co 

Clarksville 44  Ked  River  Co.  Bank. 

Rockdale,  44  . Isaac  Jalonick  & Co. 

Suffolk,  Va Commercial  Bank... 

Princeton,  W.  Va Bank  of  Princeton.. . 

Clinton,  Wis J.  F.  Cleghorn 


Swenson,  Perkins  & Co. 

Reid  & Smith. 

Donnell,  Lawson  & Co. 
Duncan,  Sherman  & Co. 

National  Park  Bank. 

None. 

People’s  Bank. 
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DISSOLVED  OR  DISCONTINUED. 

( Monthly  List , continued  from  September  No .,  page  242.  J 
NEW  YORK  CITY. 

Wheeler,  Brothers  & Thomas. 

Georgia. — Aldrich  & Van  Wyck,  Marietta , (business  merged  with  the 
Marietta  Savings  Bank). 

Illinois. — A.  M.  Byers  & Co.,  Aledoy  (succeeded  by  McKinney,  Gilmore 
-&  Co.);  Bigelow  & Benedict,  Bud  a (now  S.  M.  Benedict);  Bank  of  Streator, 
Streator , (succeeded  by  Union  National  Bank). 

Iowa. — Freeland  & Clark,  Cory  don , (succeeded  by  Wayne  County  Bank); 
Maquoketa  Savings  Bank,  Maquoketa , (name  changed  to  Exchange  Bank); 
T.  J.  Hubbard,  Stuart , (sold  out  to  A.  H.  Savage). 

Kansas. — Newman  & Havens,  Leavenworth . 

Kentucky. — Western  German  Savings  Bank,  Louisville , (succeeded  by  Third 
National  Bank);  Wm.  W.  George,  Jr.  & Co.,  Bardstown,  (succeeded  by  Wil- 
son & Muir);  J.  A.  J.  Lee  & Son,  Owingsville,  (succeeded  by  Exchange  & 
Deposit  Bank);  Logan  County  Bank,  Russellville,  (succeeded  by  Logan  County 
National  Bank). 

Michigan. — E.  M.  Hipp  & Co.,  Benton  Harbor , (changed  to  Citizens’  Ex- 
change Bank). 

Missouri. — Durfee,  McKillop  & Co.,  Rockport , (succeeded  by  Durfee  & 
Wyatt). 

Nebraska. — Worthing,  Sheppard  & Co.,  Lowellt  (closed;  opened  at  Bloom- 
ington, September  10). 

New  York. — Mirick  & Cole,  Lyons,  (succeeded  by  Union  Bank). 

North  Carolina. — Rountree  & Webb,  Newbern , (succeeded  by  R.  H. 
Rountree  & Co.). 

Ohio. — Henry  Habbeler,  Genoa , (retired);  Gibson  & Townsend,  Leetonia, 
< succeeded  by  Citizens’  Bank). 

Pennsylvania. — Tenth  Ward  Bank,  Pittsburgh , (succeeded  by  German- 
American  Bank). 

Tennessee. — Jackson  Savings  Bank,  fackson,  (succeeded  by  First  National 
Bank). 

Texas. — Miller,  Chamberlin  & Co.,  Belton , (succeeded  by  Miller  Brothers). 

Wisconsin. — C.  J.  Hatch  & Co.,  Milwaukee , (succeeded  by  O.  Alexander 
& Co.). 


Pardon  Without  Trial. — Mr.  George  Ellis,  ex-President  of  the  late 
National  Bank  of  the  Commonwealth,  who  was  indicted  in  the  United  States 
Circuit  Court  for  misapplying  $50,000  belonging  to  that  bank,  was  to  have 
been  tried  on  that  indictment  at  tne  October  term  of  the  Court,  but  has  been 
pardoned  by  the  President,  for  the  offenses  of  which  he  was  accused.  The 
pardon  was  granted  at  the  request  of  Isaac  H.  Bailey,  the  receiver  of  the 
bank,  Francis  Leland,  one  of  its  directors,  William  M.  Gawtrey,  G.  Reynaud, 
and  Paul  N.  Spofford. 
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NOTES  ON  THE  MONEY  MARKET. 


New  York,  Sept.  22,  1874. 


Exchange  on  London , at  sixty  days ’ sight,  4.83  a 4.84%  >« 


As  the  fell  season  opens,  several  noteworthy  features  are  developing  in  the 
financial  situation.  The  drain  of  gold  to  Europe  has  ceased,  and  the  reserve  of  the 
Bank  of  England  no  longer  awakens  the  anxiety  which  prevailed  on  both  sides  of 
toe  Atlantic  a few  weeks  ago.  The  result  has  been  favorable  to  the  monetary  move- 
ments here,  as  is  shown  in  the  leading  article  on  a previous  page  of  this  issue. 
The  money  market  is  'still  amply  supplied  with  available  funds.  Call  loans  are 
easy  at  a to  3 per  cent  In  the  rates  of  discount  there  is  but  little  change.  For 
tone  loans  to  good  borrowers,  on  approved  collateral,  the  transactions  are  from  3 to 
7 per  cent  with  some  disposition  to  discriminate  against  certain  classes  of  railroad 
Sttunties.  Commercial  paper  is  in  good  demand  at  5%  to  7#  per  cent,  on  first 
* class  acceptances  at  three  and  four  months.  Prime  single  names  pass  at  8 to  10 
Per  cent 

The  new  currency  bill  continues  to  be  anxiously  discussed,  but  the  first  note  of 
trouble  is  heard  in  a quarter  from  which  it  was  scarcely  anticipated.  Nor  so  far  as 
■PPetrs  ought  it  to  have  occurred.  Mr.  Spinner’s  circular  which  we  print  elsewhere, 
‘toed  14th  September,  explains  how  the  redemption  machinery  which  was  created 
by  the  currency  bill,  has  temporarily  broken  down.  The  national  banks  are  re- 
<Plested  to  send  on  to  Washington  a second  deposit  of  5 per  cent,  in  greenbacks 
**  the  redemption  of  their  notes.  As  the  banks  are  not  compelled  by  law  to  com. 
Ply  with  this  requisition  they  have  taken  time  to  consider  it,  and  only  a few  banks 
bmre  responded  promptly.  Five  days  after  his  requisition  was  issued,  Mr.  Spinner 
S*ve  notice  that,  in  consequence  of  the  exhaustion  of  the  five  per  cent,  fund,  and 
toe  failure  of  the  .national  banks  to  make  a prompt  and  general  response  to  the  re- 
tpest  fer  an  additional  deposit  of  five  per  cent,  of  their  circulation,  he  found  it 
“Pessary  to  stop  the  redemption  of  national  bank-notes  for  a short  time.  He  adds 
tost 11  the  remittances  of  national  bank-notes  which  are  now  in  transit  will  be 
W'mted  and  paid  for,  but  those  remitted  after  this  date  will  be  held  until  notice  is 
itan  of  the  resumption  of  redemptions.  Meanwhile  the  whole  force*  of  the  agency 
be  employed  on  the  assortment  of  the  notes  already  redeemed,  in  order  to  en- 
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able  it  to  make  calls  upon  the  banks  to  reimburse  the  Treasury  for  their  redemp- 
tion. He  hopes  that  redemptions  will  be  resumed  within  two  or  three  weeks.  The 
cessation  of  redemptions  need  not  prevent  compliance  with  the  call  for  the  addi- 
tional five  per  cent,  deposit  The  larger  the  amount  of  legal  tenders  deposited 
under  the  call  the  sooner  the  agency  will  be  enabled  to  resume  redemptions.” 

Of  the  operation  of  the  additional  call,  Mr.  Spinner  says  that  " the  deposits 
made  under  the  call  will  be  treated  simply  as  an  advance  from  the  banks  to  reim- 
burse the  Treasury  for  their  notes  redeemed,  but  not  yet  assorted.  As  fast  as  the 
notes  shall  be  assorted  their  amount  will  be  charged  against  the  additional  deposit, 
and  no  request  will  be  made  upon  the  banks  making  the  deposit  until  it  shall  be 
exhausted.” 

As  to  the  position  of  the  New  York  Clearing  House  Banks,  it  shows  a gratifying 
and  unusual  amount  of  strength  for  this  period  of  the  year.  Their  weekly  state- 
ments, since  the  beginning  of  the  year,  compare  as  follows : 


1867. 

Loans. 

Specie. 

Legal 

Tenders. 

Circulation. 

Deposits. 

Weekly 

Clearings. 

Jan.  5 

$ a57»852,46o 

$12,794,892 

.$65,026,121 

$32,762,779 

$202,533,564 

$466,987,787 

Jan.  4,  ’68. 

249,741,297 

. 12,724,6x4 

. 62,111,201 

34» *34, 39* 

. 187,070,786 

483,266,304 

Jan.  4,  *69. 

259,090,057 

. 20,736,122 

. 48,896,421 

• 34,379,609 

. 180,490,445 

• 585,3«H.799 

Jan.  3,  ’70. 

250,406,387 

. 31,166,908 

45,034,608 

• 34,  *50,887 

. 179,129.394 

399.355.375 

July  4 .... 

276,496,503 

. 31,611,330 

56,815,254 

. 33.070,365 

. 219,083,428 

562,736.404 

Jan.  2,  ’71 . 

263,417,418 

. 20,028,846 

• 45,245.358 

32,153.514 

188,238,995 

467,692.982 

July  3 . . . 

296237,959 

. 16,526,451 

. 71,348,828 

30,494,457 

. 243,308,693 

561,366,458 

Jan.  t,  ’72. 

27<>,534.a» 

• 25,049,500 

. 40,282,800 

. 28,542,800 

. 200,409,800 

. 561,800,964 

July  1 ... . 

289,003,800 

• 22,795,500 

• 54.95*.  400 

27,416,100 

332,387,900 

485.973.837 

Jan.  6,  ’73. 

277,720,900 

. 19,478,100 

. 41,165,400 

27,613,800 

. 203,808,100 

642,834,841 

April  7 

273,534,ooo 

. 15,664,400 

34,940,500 

27,715,800 

. 187,687,000 

• 780,498,463 

July  7 

286,905,800 

• 33,55M°° 

. 48,168,000 

37,276,200 

. 232,369,400 

• 478, 57*  .386 

Sept  x 

288,883,000 

• 23,095,200 

44,729,300 

. 27,281,900 

. 220,390,300 

447.799.948 

Dec.  8 

253,373.500 

. 21,158,600 

. 38,214,000 

. 27,186,100 

. 182.015,300 

4*9.72X,7S3 

Jan.  5,  >4 

261,135,400 

• 38,395,600 

46,458,100 

. 27,186,300 

• 205,399,500 

36i,5*7,9*3 

Feb.  a 

269,995.800 

. 33,342,100 

.^58, 877. 700 

. 26,898,800 

• 233,119,800 

. 422,936,392 

Mar.  a ... 

282,555,700 

. 26,488,300 

61,9x5,000 

• 26,775,100 

• *39,864,30° 

333,261,105 

April  6 

291,113,700 

. 24,045,600 

• 58,983,100 

. 26,804,600 

237,491,400 

43*  3*3, 3** 

May  4 

286,574,300 

. 24,639,600 

• 55,833.000 

. 26,889,600 

• 234,401,500 

. 491,427.114 

“ »5 

282,814,400 

. 26,022,300 

- 58,853,400 

. 26,800,900 

• 2J4.243.300 

. 423.805,643 

June  1 

280,558,100 

• 25,5x7,400 

61,456,700 

. 26,727,500 

. 232,404,300 

• 335,  *39,85* 

“ 8 

279,926,300 

. 24,382,100 

. 61,890,800 

. 26,764,000 

• *3*. 9*3, 300 

449,888,492 

“ >5 

281,242,800 

. 21,921,000 

. 60,951,000 

. 26,671,800 

. 232,722,400 

376,646,467 

“ aa 

279,067,500 

. 19,934,200 

. 61,838,600 

. 26,652,300 

. 227,619,500 

. 401,927,485 

“ 29 

281,791,500 

• *9,7*4.300 

62,923,200 

. 26,511,300 

. 232,929,200 

• 428,251,302 

July  6 

287,422,200 

• **,934,300 

83,660,500 

25,863.900 

• 241,445,500 

. 426,905,576 

“ 13-  • 

287,088,400 

27,375,400 

• 81,335,100 

• 25,923,700 

243,525,600 

444578,340 

“ ao 

285,3*5,000 

• 27,755,300 

61,853,700 

25,727,500 

. 242,983,600 

• 386,300,411 

“ 27 

284,168,100 

. . 26,646,700 

63,714,800 

. 25,767,600 

244,313,300 

353.796,075 

Aug.  3.... 

283,0x2,600 

25,293,700 

. 65,818,900 

25,762,200 

242,741,300 

• 298.819.687 

“ xo 

280,534.300 

. . 25,740,000 

• 86,549,500 

. 25,805,700 

. 242,261,600 

339,534.953 

“ 17.... 

279,250,200 

. . 22,352,000 

• 66,578,100 

25,809,100 

237,9x5,500 

. 301,191,646 

“ «4.... 

378,576,000 

• *9,554  900 

65,891,400 

. 25,820,000 

. 234,864,100 

320,109,469 

“ 3X... 

278,3x9,800 

. . 18,638,100 

. 67,282,600 

. 25,803.300 

. 235,000,100 

• 327, 151.644 

Sept  7.. 

279,084,900 

. . 18,891,300 

■ 65,604,700  . 

. 25,662,400 

• 234,746,000 

• 373»74*»*4* 

“ *4 

280,867,800 

. 19,863,100 

• 65,325,900 

. 25,605,700 

. 237,882,500 

390,896.790 

“ 31 

280,569,200 

. 19,952,100 

. 64,804,800  . 

..  25,638,600 

. 236,840,800 

• 404,  *99*  7*3 

At  the  Stock  Exchange  the  quietude  of  business  has  continued  till  within  the 
last  few  days.  A lively  movement  is  now  beginning,  which  is  ascribed  to  several 
causes.  First  among  these  is  the  ease  in  money,  which  is  believed  likely  to  coo- 
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tinue  for  some  months.  Secondly,  the  owners  of  idle  balances  appear,  many 
of  them,  to  have  tired  of  lending  at  two  to  three  per  cent,  on  call,  and  have  pre- 
ferred to  go  into  the  market  to  purchase  railroad  bonds  and  other  well-established 
investment  securities.  This  demand  has  put  up  the  prices  for  the  best  railroad 
bonds.  To-day,  N.  Y.  Central  sold  at  108  for  coupon  Firsts  and  95#  a 95#  for 
Sues  of  1833;  Harlem  Firsts  at  107 #,  and  Morris  and  Essex  at  107#  <z  108  for 
Firsts,  103  for  Seconds,  and  98  # for  Sevens  of  1871.  The  Pacific  mortgages  were 
especially  active  and  strong.  Union  Firsts  advanced  over  one  per  cent.,  selling  as 
high  as  88#.  Sinking  funds  reached  76#.  and  closed  in  brisk  inquiry  at  a frac- 
tional reaction ; Land  Grants  sold  at  88#  a 88#,  and  Central  Pacifies  at  91#  a 9a. 
Subjoined  are  our  usual  comparative  quotations  for  the  month  : 


Quotations  : 

Aug.  24. 

Sept.  1. 

Sept.  8 

Sept  15. 

Sept.  22, 

Gold 

no 

109# 

*09  # 

109# 

109# 

U.  S.  5-204,1867  Coup- 

«7# 

"7# 

117 

n6# 

U.  S.  new  Fives  Coup. 

«*# 

I**# 

na# 

na 

in# 

West  Union  TeL  Co. . 

77* 

77# 

78  # 

79# 

78# 

N Y.  C.  & Hudson  K. 

102# 

103  # 

*03  # 

io«# 

Lake  Shore. 

74# 

73# 

74K 

75# 

77# 

Chicago  & Rock  Island 

10a# 

101# 

100# 

IOO# 

102K 

New  Jersey  Central . . . 

106 

104 

104# 

104# 

105# 

Erie. 

32# 

34# 

34# 

34# 

36# 

Bffls  on  London 4.86#/!  4 87# . 

-4.86Krt4.87 

..4.85  a 4.86 

4.83#*  484 

4-83#«4-84# 

Treasury  balances.  .$61,518,011  . 

$62,081,343 

..  $60,550,688 

$58,889,853 

- - $58, 123, 165 

Do.  do.  gold 

52,763,880 

54,851,964 

53»307.303 

• 55.816,633 

56,090,031 

The  market  for  railroad  shares  has  become  active,  and  a speculative  movement 
of  considerable  force  is  predicted  as  one  result  of  the  plethora  of  the  money 
market  and  of  the  recent  depression  of  this  class  of  railroad  property.  Consider- 
able interest  has  been  shown  in  the  decision  of  the  Wisconsin  Supreme  Court,  and 
its  probable  depression  of  Western  shares  was  discounted  beforehand.  The  decision 
was  given  a week  ago,  on  the  15th  September,  adversely  to  the  railroads.  The 
Court  decided  that  under  the  provisions  of  the  Constitution  of  Wisconsin,  the  State 
Legislature  has  full  power  to  alter  or  repeal  the  charters  of  the  companies  and  that 
the  Potter  law  of  1874,  so  far  as  its  provisions  were  before  the  court,  is  a valid 
amendment  of  the  special  charters  of  the  defendants.  The  question  whether  it  is  a 
valid  amendment  of  the  general  law  of  187a  was  not  considered.  Writs  of  injunction 
were  granted  as  to  all  the  lines  of  the  Chicago  and  Northwestern  Company,  and 
all  those  of  the  Milwaukee  & St  Paul  Company,  except  the  road  from  Milwaukee 
to  Prairie  du  Chiqn,  which  was  built  under  a territorial  charter  granted  before  the 
adoption  of  the  State  constitution,  and  is  therefore  exempt  from  alteration  or  repeal 
under  the  provisions  of  that  instrument.  It  was  further  ordered  that  the  writs 
should  not  issue  before  the  Attorney-General  files  his  official  agreement  not  to  pro- 
secute suits  for  forfeiture  of  charter  until  after  October  1,  the  intervening  time  being 
given  to  the  companies  to  arrange  their  tariffs  in  accordance  with  the  law.  The 
small  effect  produced  at  the  Stock  Exchange  is  no  doubt  due  to  the  fact  that  the 
decision  is  much  less  broad  in  its  application  than  was  at  first  supposed;  it  only 
applies  to  local  traffic  and  not  to  through  or  inter-State  business ; as  to  the  Chicago 
and  Northwestern  road  it  affects  only  a little  over  one-fourth  of  its  whole  mileage 
operated ; as  to  the  St.  Paul  road  it  applies  to  about  one-third  of  its  whole  mileage. 
Another  reason  is  that  during  the  October  term  the  main  question  is  expected  to 
come  before  the  Supreme  Court  at  Washington  for  final  adjudication. 

In  our  foreign  commerce  two  points  are  noteworthy.  First,  the  economy  of  our 
people  since  the  panic  has  lessened  the  consumption  of  dry  goods,  and  the  total 
imports  are  thirty  millions  less  than  those  of  187a,  which  was  about  an  average 
year.  The  total  imports  of  1873,  which  was  a year  of  depression,  were  about  equal  to 
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those  of  the  present  year.  This  is  shown  in  the  subjoined  table,  which  gives  the 
foreign  gold  cost  of  the  imports  for  the  last  8 months,  freight  and  duty  not  in- 
cluded : 

Foreign  Imports  at  New  York  Jor  Eight  Months  from  January  i. 

187a.  Jft  >873.  1874. 

Entered  for  consumption $141,994,041  $127,800,842  $121,654,776 

Entered  for  warehousing 138,845,932  91,817,219  83,445,893 

Free  goods 3°»i49*545  62,293,994  % 75*7*3»«7 

Specie  and  bullion 2,914,438  3,025,231  4,009,897 

Total  entered  at  port $313,903,956  $284,937,286  $284,823,783 

Withdrawn  from  warehouse 112,706,798  86,197,069  . 73,870,841 

Secondly,  the  exports  compare  favorably  with  those  of  previous  years.  The  for- 
eign drain  of  specie  has  swelled  the  aggregate  exports.  The  outflow  of  coin  for 
August  has  been  three  times  as  large  as  in  the  same  month  of  either  of  the  preced- 
ing two  years,  while  the  shipments  of  produce  remain  about  the  same  as  last  year. 
The  aggregates  show,  since  January  1,  a gain  on  produce  and  merchandise  of 
about  five  millions,  the  earlier  months  being  better  than  the  last,  in  consequence  of 
the  farmers  holding  back  their  crops  from  market.  The  aggregates  of  domestic 
produce  are  given  in  paper  currency ; those  of  specie  in  gold  values. 

Exports  from  New  York  to  Foreign  Ports  for  Eight  Months  from  January  1. 

1872.  1873.  1874. 

Domestic  produce $139,152,085  $181,667,191  $188,059,699 

Foreign  merchandise,  free 1,066,046  1,462,560 1,499,114 

do.  dutiable. 6,765,083  6,323,142  4*912,033 

Specie  and  bullion 56,949*735  40*056.476 40,438,701 

Total  exports $203,932,949  $229,509,369  $234*909*547 

do.  exclusive  of  specie 146,983,214  189,452,693  194,470,846 


. DEATHS. 

At  Racine,  Wisconsin,  on  Wednesday,  July  15th,  aged  fifty-five  years,  Hon. 
George  C.  Northrop,  formerly  Cashier  of  the  Racine  County  Bank. 

At  Fredericksburg,  Va.,  (by  accident),  on  Tuesday,  August  4th,  aged  thirty- 
three  years,  James  Dickson,  Cashier  of  the  Georgetown  Savings  Bank  of 
Georgetown,  D.  C. 

At  Lima,  Ohio,  on  Tuesday,  September  1st,  aged  forty-six  years.  Dr.  G.  G. 
Hackedorn,  Cashier  of  the  Allen  County  Bank. 

At  Honesdale,  Pa.,  on  Monday,  September  14th,  aged  fifty-six  years,  Stephen 
D.  Ward,  Cashier  of  the  Honesdale  National  Bank,  and  of  its  predecessor, 
the  Honesdale  Bank,  since  1842. 

At  Greensburg,  Indiana,  on  Tuesday,  September  15th,  aged  forty-two  years, 
Levi  P.  Lathrop,  Vice-President  of  the  Citizens’  National  Bank  of  Greens- 
burg. 

At  Carmel,  N.  Y.,  on  Monday,  September  21st,  aged  seventy-eight  years, 
Selah  Van  Duzer,  formerly  President  of  the  New  York  National  Exchange 
Bank. 
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MONETARY  STABILITY  AND  ITS  INTERRUPTIONS. 

One  of  the  most  interesting  features  of  the  money  market  is  the 
stability  with  which  it  has  preserved  its  ease  and  quietude,  not- 
withstanding the  threatened  interruption  of  both  by  recent  events. 
A return-wave  from  .last  year's  financial  panic  seems  to  have 
struck  the  credit  machinery  of  the  country  during  the  last  month, 
and  the  result  is  not  yet  fully  developed.  Still  enough  has 
transpired  to  confirm  in  a very  gratifying  way  the  anticipations  of 
those  among  us  who  have  taken  a hopeful  view  of  the  situation. 
In  various  parts  of  the  country,  and  especially  in  its  finan- 
cial centres,  there  are,  as  is  well  known,  considerable  amounts  of 
extended  indebtedness,  originating  a year  ago.  Much  of  this 
renewed  paper  has  matured  within  the  past  few  weeks,  and  this 
circumstance  has  been  looked  forward  to  as  one  of  the  contingen- 
cies which  hung  over  the  money  market.  To  say  that  several 
suspensions  have  thus  been  caused  in  New  York  or  elsewhere,  and 
that  the  state  of  credit  in  certain  quarters  threatens  further  disasters, 
is  therefore  to  report  what  has  long  been  looked  for  as  inevitable 
and  certain.  One  of  the  most  noteworthy  features  of  these  fail- 
ures is  that  in  their  extent  and  frequency  they  fall  below  what 
might  have  been  feared. 

As  to  their  magnitude,  it  has  been  much  disputed,  and  the 
authorities  differ  greatly  on  the  subject.  What  all  agree  upon  is, 
that  the  amount  so  far  is  relatively  small,  especially  if  it 
be  compared  with  the  probabilities  of  a few  months  ago.  In  the 
next  place,  we  are  assured  that  one-third  of  the  disasters  recently 
22 
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reported  have  arisen  from  speculation.  Obligations  outside  of  the 
proper  business  of  the  suspended  firms  have  drifted  them  into  the 
gulf  of  insolvency.  It  has  not  escaped  the  notice  of  foreign  ob- 
servers, and  it  is  quite  a familiar  remark  among  ourselves,  that, 
American  merchants  and  manufacturers  are  less  afraid,  than  the 
same  class  are  found  abroad,  to  take  money  out  of  their  business, 
and  to  risk  it  in  outside  ventures.  Multitudes  of  men,  who 
have  barely  enough  floating  capital  to  carry  on  their  establishments, 
and  who  are  consequently  in  a chronic  state  of  perplexity  about 
money,  instead  of  seeking  year  by  year,  as  their  gains  increase,  to 
keep  their  growing  capital  in  their  business,  where  it  can  fructify 
under  their  own  eyes,  and  can  give  new  efficiency  to  their  own 
skill  and  organized  industrial  machinery,  have  no  hesitation  in 
discarding  such  an  old-fashioned  policy,  and  plunge  into  a multi- 
tude of  engagements  of  various  kinds  as  fast  as  their  growing 
means  give  into  their  hands  the  control  of  capital  for  such 
investments. 

Here  we  have  one  of  the  numerous  results  of  that  restlessness, 
ingenuity,  and  unquenchable  spirit  of  enterprise  which  have  always 
flourished  in  this  country,  and  constitute  one  of  the  most  active 
sources  of  its  rapid  material  progress.  However  valuable  this 
adventurous  spirit  may  be  it  must  be  duly  restrained,  if  it  is  to  be 
conducive  to  national  and  individual  growth  in  wealth.  This  ener- 
getic expansiveness  has  its  limits  and  its  laws.  By  these  laws  its 
force  must  be  regulated,  or  disaster  will  ensue.  To  the  neglect  of 
such  control  most  of  the  panics  in  this  country  owe  in  part  their 
origin  and  violence  during  the  past  forty  years.  Other  causes 
have  of  course  co-operated,  but  that  we  have  mentioned  is  among 
the  chief.  It  is  far  from  our  purpose  to  undervalue,  or  to  put  a 
single  needless  restraint  on  wholesome  enterprise,  which  multi- 
plies and  endows  with  such  resistless  energy  the  mechanism  of  our 
national  resources.  We  are  here  regarding  the  consequence  of  its 
abuses,  with  a view  to  learn  therefrom  how  to  deal  with  the 
present  and  prospective  evils  these  abuses  have  fostered  in  the 
monetary  organism.  In  examining  the  list  of  failures  for  the  last 
few  weeks  we  shall  find  abundant  reason  for  applying  the  princi- 
ples and  cautions  that  have  just  been  suggested. 

There  are  also  firms  who  are  in  trouble  just  now  from  the 
shrinkage  of  values  and  the  heavy  fall  in  prices.  But  for  the  ex- 
traordinary downward  turn  in  so  many  staple  articles  of  merchan- 
dise, it  is  safe  to  say  that  more  than  one-half  of  the  failures  we  are 
discussing  would  have  been  averted.  This  cause  of  financial 
trouble  is  generally  felt  all  over  the  commercial  world.  In 
England  and  on  the  continent  of  Europe  its  effects  are 
among  the  most  notable  movements  of  the  industrial  and  com- 
mercial history  of  the  time.  There  are  many  reasons  for  the  belief 
that  our  mercantile  and  industrial  interests  will  struggle  through 
the  violent  currents  of  financial  trouble  which  they  have  to  trav- 
erse in  common  with  the  sister  interests  of  the  Old  World,  and 
will  emerge  on  the  solid  ground  with  at  least  equal  safety  and 
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exemption  from  serious  exhaustion.  Of  course  a season  of  de- 
clining prices  is  always  perilous.  It  threatens  individual  fortunes, 
and  it  lowers  the  tone  of  the  industrial  organism.  Still,  such  a 
decline  in  prices  has  its  compensations.  For  example,  it  stimulates 
by  a well-known  economic  'law  the  activity  of  future  production  ; 
besides  which  the  cases  are  not  rare  in  which,  as  in  that  of  petro- 
leum, a heavy  fall  in  the  price  gives  us  the  command  of  a much 
wider  market  abroad;  which,  when  once  acquired,  will  probably 
amtinue  ours  hereafter  when  the  return  of  higher  prices  makes 
it  a source  of  greater  gain. 

It  is  superfluous  to  point  out  the  obligation  which  rests  on 
bankers  and  creditors  to  extend,  at  a time  like  the  present,  the 
utmost  amount  of  accommodation  which  the  rules  of  good  bank- 
ing justify,  to  their  dealers.  As  to  a certain  class,  who  have 
been  plunging  recklessly  into  outside  speculations,  it  may  be  im- 
possible to  save  them  from  the  ruin  they  have  provoked.  But 
with  many  debtors  it  is  far  otherwise,  and  all  that  is  needed  is 
a little  forbearance  on  the  part  of  creditors,  who  will  often  be  led 
by  the  judgment  of  their  bank.  It  is  unnecessary  to  insist  on  this 
point  with  the  memory  of  the  Jay  Cooke  panic  so  fresh  in  our 
minds.  Every  one  knows  that  the  rapidity  with  which  that  finan- 
cial outbreak  was  quelled,  and  the  narrow  limits  to  which  its 
ravages  were  confined,  must  be  regarded  as  due  to  the  wisdom 
and  forbearance  exhibited  by  our  banks.  To  the  same  principles 
of  forbearance  and  wisdom  we  no  doubt  are  indebted  for  our 
exemption  from  panics  during  so  many  years  prior  to  1873.  To 
the  prudence  which  for  the  most  part  presides  over  our  banking 
mechanism  in  the  great  cities,  as  well  as  to  the  firm  union  which 
more  than  ever  before  is  possible  among  the  banking  interests 
throughout  the  country,  we  must  look  for  safety  in  the  future  panics 
which  may  threaten  us  hereafter. 

A more  important  question  in  a practical  point  of  view  is  as 
to  the  causes  of  that  stability,  which,  notwithstanding  the  recent 
monetary  troubles  just  referred  to,  has  been  so  prominent  a charac- 
teristic of  the  monetary  situation.  These  causes  are  the  more 
worthy  of  examination,  that  they  indicate  changes  of  some  magni- 
tude, which  are  taking  place  in  our  financial  machinery.  First  of 
all,  we  must  of  course  take  into  the  account  the  abundance  of 
loanable  capital  with  which  the  money  market  is  at  present  sup- 
plied. But  for  this  circumstance  it  would  be  vain  to  expect  sta- 
bility in  the  loan  market.  For  all  experience  proves  that  the  first 
and  chief  condition  of  monetary  tranquillity  is  that  there  should  be 
a healthy  proportion  kept  up  between  the  floating  and  the  fixed 
capital  of  the  community.  Hence,  as  Mr.  Tooke  observes  in  the 
third  volume  of  his  History  of  Prices,  panics  very  frequently  take 
their  origin  in  a disturbance  of  this  proportion.  He  instances  the 
memorable  British  crisis  of  1847,  which  resembles  in  many  respects 
our  own  panic  of  last  year.  Both  these  crises  were  due  to  rail- 
road expansion. 
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Secondly,  we  are  not  depleting  our  money  market  so  rapidly 
as  for  some  years  past,  either  for  the  construction  of  railroads 
or  for  any  other  fixed  permanent  works.  Many  persons  suppose 
that  all  panics  result  from  the  destruction  of  capital  as  their 
chief,  if  not  their  sole  cause.  Tljis  is  a very  narrow  and 
imperfect  explanation.  It  is  the  function  of  capital  to  perish 
and  to  be  destroyed  continually.  That  is  the  only  process 
by  which  it  can  be  made  useful  to  build  up  the  organism  of  the 
public  wealth.  Capital  is  the  food  on  which  the  industrial  system 
lives  and  grows.  Hence,  we  see  that  the  mere  destruction  or  using 
up  of  capital  for  productive  works  is  not  and  cannot;  be  the  evil 
that  makes  a panic.  If  we  would  learn  what  it  is  that  does  the 
mischief  and  brings  on  a crisis,  we  must  look  rather  to  the  exhaus- 
tion of  the  reservoir  of  floating  capital,  and  to  the  fact  that  the 
conversion  of  such  capital  has  been  going  on  with  too  great  ra- 
pidity into  fixed  forms.  If  a nation  has  allowed  itself  for  six  or 
eight  years  to  spend  too  much  of  its  floating  capital  in  railroads, 
as  England  did  prior  to  the  panic  of  1847,  and  as  we  did  prior  to 
the  panic  of  1873,  then  it  will  be  found  that  this  partial  exhaustion 
of  the  reservoir  constitutes  the  chief  danger  of  the  monetary  situ- 
ation, and  the  remedy  must  consist  in  the  restoration  of  the 
equilibrium.  For  this  equilibrium,  as  we  have  said,  is  an  indis- 
pensable condition  to  the  healthy  working  of  the  financial  organism 
in  any  commercial  country  of  modem  times. 

Thirdly,  we  are  beginning  to  realize  the  benefit  of  the  rigid 
economy  which  all  classes  of  our  people  have  been  practicing 
during  the  past  year;  and  the  consequence  is  seen,  not  only  in 
the  immense  amount  of  old  indebtedness  which  has  been  liqui- 
dated, but  in  the  revival  and  reproduction  of  capital,  which,  being 
sunk  in  unproductive  works,  became  temporarily  unavailable  through 
the  panic. 

These  principles  suggest  an  explanation  of  some  features  of  the 
present  money  market,  which  have  puzzled  not  a few  merchants 
and  bankers  of  experience.  For  example,  there  has  been  a gen- 
eral anticipation  that  the  rate  of  interest  would  rise  as  usual  this 
fall.  For  some  years  past,  we  have  invariably  had  an  autumn 
stringency,  and  year  by  year  the  pressure  seemed  to  grow  more 
severe.  This  year,  in  consequence  of  the  recent  panic,  the 
periodical  stringency  was  expected  to  be  troublesome,  and  our 
mercantile  and  banking  community  made  preparations  accordingly. 
Their  fears  have  not  been  realized.  Money  is  at  three  per  cent, 
on  call  in  the  middle  of  the  very  season  in  which  for  years  it  has 
always  ranged  at  extreme  rates.  .Many  theories  have  been  offered 
as  to  this  unexpected  ease.  Some  persons  account  for  it  on  the 
principle  that  stringency,  if  the  public  expect  and  provide  for  it, 
is  prevented  and  kept  away  by  the  very  fact  of  previous  prepara- 
tion. If  everybody  is  provided  with  money  beforehand,  the  bor- 
rowers will  be  few  when  the  time  arrives  for  the  anticipated  pinch. 
Others  point  to  the  well-known  circumstance  that  the  volume  of 
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mercantile  business  is  smaller  than  usual,  and,  of  course,  a dimin- 
ished volume  of  transactions  will  require  a diminished  volume  of 
capital  to  carry  them  on.  Hence  there  is  less  demand  in  the  money 
market,  and  a plethora  of  loanable  funds  is  the  natural  result. 

There  is  some  force  in  all  these  arguments.  They  are  generally 
believed,  however,  to  be  unsatisfactory  and  partial.  If  we  would 
understand  more  completely  the  causes  of  the  present  ease  in  the 
loan  market  we  must  look  in  some  other  direction.  Recurring  to 
what  what  was  said  above,  as  to  the  importance  of  not  draining 
off  floating  capital  or  converting  it  too  rapidly  into  fixed  capital, 
we  have  a more  satisfactory  explanation  of  the  present  monetary 
situation.  During  the  last  six  years,  the  United  States  have  in- 
vested in  railroads  over  250  millions  of  capital  a year.  This 
enormous  amount  of  floating  funds  has  been  drained  very  swiftly 
from  the  money  market,  and  would  offer  by  itself  a sufficient  rea- 
son, without  any  other  extraordinary  drain,  to  account  for  the 
pressure  which  has  been  so  often  complained  of.  The  floating 
capital,  which,  but  for  this,  would  have  been  ample  to  carry  on 
the  mercantile  business  of  the  country,  has  been  diverted  from  its 
old  channels,  and  the  wonder  is  that  the  evil  results  did  not 
break  out  sooner  and  spread  themselves  over  a wider  field.  When 
we  look  into  the  financial  situation  of  to-day,  we  find  one  of  its 
chief  characteristics  to  be  that  the  drain  we  have  been  speaking 
of  has  almost  wholly  ceased.  The  reservoir  of  the  money  market 
is  no  longer  depleted  by  half  a dozen  great  finance  firms  who 
would  borrow  all  the  floating  funds  from  the  banks,  and  thus  cut 
off  the  supply  from  the  mercantile  community.  Some  of  these 
financing  firms  have  failed,  while  others  have  turned  their  atten- 
tion to  more  promising  work  than  the  building  of  railroads.  The 
consequence  is  that  the  money  market  is  partially  liberated,  and 
resembles  at  present  a locomotive  which  has  dropped  the  heaviest 
part  of  its  load  of  cars.  Having  a lighter  burden  to  draw,  it  is 
more  free  and  more  easy  in  its  movements. 

Again,  there  is  another  aspect  of  the  money  market  which  must 
not  be  overlooked.  For  several  successive  years  it  has  been  dis- 
turbed by  speculative  manipulation.  An  organized  body  of  brokers 
have  combined  together,  and  put  up  the  rates  for  money,  evading 
the  usury  laws  by  charging  the  legal  rate  as  interest , but  adding  to 
this  sum  a gratuity  for  themselves  of  ^ or  ^ per  cent,  a day.  This 
gratuity,  or  brokerage,  amounted  sometimes  to  as  much  as  1 per 
cent  a day,  or  even  more  in  times  of  extreme  pressure.  It  is 
beside  our  purpose  to  trace  the  rise,  culmination,  and  downfall  of 
this  organized  combination  for  artificially  perturbing  the  money 
market.  We  mention  it  only  to  show  how  this,  with  other  forces 
which  formerly  produced  disturbance,  has  temporarily  ceased  to 
do  so.  Most  of  the  “ tight  money  men,”  as  they  used  to  be  called, 
have  come  to  grief,  and,  as  yet,  their  place  has  not  been  supplied 
by  successors  of  sufficient  strength  to  emulate  their  achievements. 


Digitized  by  kjOOQle 


334 


banker’s  magazine. 


[November, 


Any  account  of  the  forces  which  tend  just  now  to  keep  the 
money  market  stable  and  tranquil  would  be  incomplete  if  it  failed 
to  take  into  the  account  the  financial  legislation  consummated  by 
Congress  last  session.  It  is  true  that  the  law  of  1874  did  not 
accomplish  much,  but  what  it  did  accomplish  is  regarded  as  final. 
The  reforms  do  not  go  as  far  as  we  could  wish,  but  they  travel 
in  the  right  direction,  and  they  mark  another  resting-place,  at 
which  the  business  and  finance  of  the  country  may  repose  prior  to 
a future  attempt  to  gain  still  higher  ground.  What  Congress  has 
done  in  the  law  of  1874  the  country  can  rely  upon  as  fixed  and 
settled.  Till  a year  or  two  shall  have  elapsed,  the  country  will 
not  be  able  to  measure  the  precise  effects  of  the  reforms  which 
have  been  achieved.  Till  then  it  will  be  imprudent,  even  were  it 
possible,  to  take  another  forward  step  toward  specie  payments. 

This  conviction  seems  to  be  accepted  throughout  the  coun- 
try. It  has  tended,  so  far  as  it  prevails,  to  establish  confi- 
dence. While  few  things  are  so  disturbing  to  business  as  fluc- 
tuations in  the  monetary  circulation,  the  putting  an  end  for 
some  years  to  all  fear  of  currency  perturbation  must  exert  a favor- 
able stimulus  upon  commercial  and  financial  prosperity.  The 
act  we  are  considering  settled  two  points,  which  have  eminently 
tended  to  the  promotion  of  these  beneficent  ends.  It  has  estab- 
lished a system  of  bank-note  redemption,  which  is  destined,  when 
perfected,  to  give  elasticity  to  that  part  of  our  circulating  medium 
which  chiefly  needs,  and  is  most  receptive  of,  this  indispensable 
requisite  of  a sound  currency.  Secondly,  the  law  has  put  an  end 
to  all  future  dispute  as  to  the  legal  aggregate  of  the  greenback 
circulation.  Under  the  Constitution  of  the  United  States  Congress 
cannot  issue  legal-tender  notes  except  for  war  purposes.  The 
greenbacks  now  outstanding  were  so  issued.  When  their  amount 
was  last  fixed  by  act  of  Congress,  the  maximum  was  stated  at 
four  hundred  millions.  It  is  now  by  the  recent  law  brought  down 
to  the  level  of  382  millions.  The  limit,  having  been  fixed  by  law, 
cannot  be  overstepped  hereafter.  This  is  finally  decided ; and 
although  the  greenback  maximum  is  fixed  at  382  millions  instead  of 
356  millions,  still  it  is  much  better  for  the  country  to  have  the 
question  settled  as  it  is  than  to  leave  it  open,  as  it  has  so  long 
been  left.  Some  of  the  inflationists  are  hoping  to  bring  up  the  cur- 
rency question  in  Congress  next  session,  and  to  revive  the  mis- 
chievous controversies  which  have  done  so  much  harm  to  business 
since  the  war.  There  is  little  prospect,  however,  that  these  pro- 
jects will  attract  much  attention.  Public  opinion  does  not  regard 
them  with  the  slightest  favor,  and  we  often  hear  it  said  by  men 
of  business  that  there  would  be  general  relief  throughout  the 
country,  if  the  currency  agitation  in  Congress  could  be  stopped 
altogether  for  the  next  ten  years. 
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THE  BANKS  AND  THE  COMPTROLLER  OF 
THE  CURRENCY. 

A brisk  correspondence  with  the  Comptroller  of  the  Currency 
has  been  kept  up  by  bank  officers  of  the  interior  in  regard  to 
two  or  three  questions  of  general  interest.  One  of  these  refers 
to  the  use  of  time-drafts.  The  Comptroller,  having  received  in- 
formation from  New  York  that  a number  of  National  banks  in 
the  West  and  in  the  South  were  in  the  habit  of  issuing  time- 
rirafts,  instructed  the  bank  examiner  here  to  investigate  the  facts. 
That  officer  reported  that  the  information  was  correct.  The  names 
of  various  banks  being  mentioned  to  the  Comptroller,  he  wrote 
to  each  of  these  institutions  announcing  to  them  that  time-drafts 
are  forbidden  by  the  National  banking  law.  Surprised  at  this 
action  on  the  part  of  the  Comptroller,  several  banks  wrote  to  this 
office  asking  our  opinion  on  the  subject  in  dispute.  We  imme- 
diately applied  to  the  Comptroller  for  information.  With  his  usual 
promptitude,  Mr.  Knox  responded  that  the  issue  of  time-drafts 
is  regarded  as  unlawful  to  the  National  banks,  because  “ Section 
23  of  the  National  Bank  Act  prohibits  the  issue  of  post-notes ; 
and  section  53  provides  for  the  forfeiture  of  the  charter  of  National 
banks  for  any  violation  of  the  provisions  of  the  Act.  The  Na- 
tional Bank  Act  is,  therefore,  construed  to  prohibit  the  issue  of 
time-drafts, — the  penalty  for  which  is  forfeiture  of  charter  in  the 
manner  provided  in  the  section  referred  to.” 

On  examining  section  23,  cited  by  the  Comptroller,  it  will  be 
found  to  forbid  the  issue  of  “post-notes  or  any  other  notes  to 
circulate  as  money  except  such  as  are  authorized”  by  the  National 
Banking  Act  Now,  the  only  notes  which  that  Act  sanctions  are 
the  ordinary  bank  notes.  Hence  the  issue  of  time-drafts,  as  the 
Comptroller  claims,  would  bring  the  offending  bank  under  the 
penalties  of  section  53,  which  declares  “ That  if  the  directors  of 
any  association  shall  knowingly  violate,  or  knowingly  permit  any 
of  the  officers,  agents,  or  servants  of  the  association  to  violate, 
any  of  the  provisions  of  this  act,  all  the  rights,  privileges,  and 
franchises  of  the  association  derived  from  this  act  shall  be  thereby 
forfeited.  Such  violation  shall,  however,  be  determined  and  ad- 
judged by  a proper  circuit,  district  or  territorial  court  of  the 
United  States,  in  a suit  brought  for  that  purpose  by  the  Comp- 
troller of  the  Currency,  in  his  own  name,  before  the  association 
shall  be  declared  dissolved.  And  in  cases  of  such  violation, 
every  director  who  participated  in,  or  assented  to  the  same,  shall 
be  held  liable  in  his  personal  and  individual  capacity  for  all  dam- 
ages which  the  association,  its  shareholders,  or  any  other  person, 
shall  have  sustained  in  consequence  of  such  violation.” 

It  is  evident  that  the  whole  discussion  rests  upon  the  definition. 
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of  post-notes.  If,  as  the  Comptroller  claims,  these  notes  are  identical 
with  time-drafts,  then  time-drafts  are  forbidden  under  the  penalty 
which  is  denounced  by  section  53.  The  precise  question  to  be 
decided  turns  therefore  upon  the  nature  of  the  contract  expressed 
in  the  instrument,  which  will  be  a time-draft  in  some  cases  and 
not  in  others.  For  example,  a correspondent  sends  us  a cancelec 
draft,  purporting  to  show  that  “ Jacob  Houston  has  deposited 
$ 1,000,  payable  two  months  after  date,  to  the  order  of  himseli 
on  return  of  this  certificate  properly  endorsed,  with  interest  at  the 
rate  of  — per  cent,  per  annum.  If  not  presented  at  maturity,  to 
be  considered  as  a renewal  on  same  conditions.” 

We  presume  that  there  are  few  lawyers  who  would  contend 
that  this  certificate  of  deposit  does  not  partake  of  the  nature  0 
a time-draft.  It  is  a contract  by  which  the  dealer  lends  hif 
money  for  two  months  on  interest,  and  the  banker  binds  himseli 
to  pay  it  in  two  months,  or  to  renew  his  contract  at  the  same 
rate  of  interest.  Another  form  of  deposit  receipt,  which  has  beer 
submitted  to  us,  appears  not  to  be  open  to  this  objection.  It  i 
conspicuously  stamped  with  the  words,  “deposit  receipt,”  and  i 
as  follows : “ Received  from  Jacob  Houston  the  sum  of  on 
thousand  dollars  for  which  we  are  accountable  on  demand  with 
out  notice,  with  interest  at  — per  cent,  per  annum,  on  the  retun 
of  this  receipt  properly  endorsed.  No  interest  will  be  allowe 
if  presented  within  fifteen  days  from  date.”  On  its  face,  thi 
document  has  a very  different  character  to  that  given  abov< 
The  dealer  in  this  case  does  not  lend  his  money  to  the  ban 
for  any  definite  period.  He  has  a right  to  draw  it  out  of  th 
bank  on  demand.  But  if  he  lets  it  lie  fifteen  days  or  more,  th 
bank  agrees  to  pay  him  interest  on  his  deposit,  and  not  otherwist 

There  are,  indeed,  some  persons  who  claim  that  the  bankin 
law  does  not  forbid  the  issue  of  time-drafts.  They  argue  tha 
even  if  the  nature  of  the  contract  expressed  on  the  face  of  th 
draft  clearly  shows  that  it  is  a time-draft,  and  not  a simple  d* 
posit  receipt  payable  on  demand,  the  bank  may  still  be  exculpate 
from  the  charge  of  violating  the  law.  In  defense  of  their  pos 
tion,  they  cite  the  36th  section  of  the  Bank  Act,  which  enacts  a 
follows : “ That  no  association  shall  at  any  time  be  indebted,  c 
in  any  way  liable,  to  an  amount  exceeding  the  amount  of  its  capitc 
stock  at  such  time  actually  paid  in  and  remaining  undiminishe< 
by  losses  or  otherwise,  except  on  the  following  accounts,  that  i 
to  say: 

“ First.  On  account  of  its  notes  of  circulation. 

“ Second ’ On  account  of  moneys  deposited  with,  or  collected  bj 
such  association. 

“ Third.  On  account  of  bills  of  exchange,  or  drafts  drawn  agaim 
money  actually  on  deposit  to  the  credit  of  such  association , or  du 
thereto . 

“ Fourth.  On  account  of  liabilities  to  its  stockholders  for  divi 
dends  and  reserved  profits.” 
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Of  this  section,  the  only  important  part  for  the  present  discussion 
is  the  clause  which  we  have  put  in  italics.  Two  points  have  been 
raised  upon  it.  First,  it  is  argued  that  National  banks  can  legally 
issue  drafts  on  the  conditions  specified,  even  though  these  issues  be 
time-drafts.  Secondly , that  no  restrictions  on  such  drafts  are  pre- 

scribed by  the  law  save  the  two  restrictions  here  set  down,  which  we 
have  italicised  above.  Conceding,  for  the  sake  of  argument,  that 
these  points  are  well  taken,  and  that  the  36th  section  fairly  bears  the 
interpretation  here  put  upon  it,  we  do  not  see  how  it  helps  to  . justify 
time-drafts,  if,  as  the  Comptroller  says,  such  drafts  are  positively 
forbidden  in  section  23.  The  latter  section  being  so  explicit  and 
positive,  it  must  clearly  be  taken  to  explain  and  limit  the  less  explicit 
provisions  of  section  36. 

We  are  thus  sent  back  to  the  question  with  which  we  started  : “Are 
time-drafts  identical  with  post-notes  ? ” Every  one  knows  what  a 
time-draft  is;  it  is  an  instrument  that  conveys  a title  which  will 
mature  hereafter ; it  is  a contract  to  pay  cash,  not  on  demand,  but  at 
a distant  period ; it  conveys  no  right  to  sue  until  the  prescribed  period, 
has  elapsed.  In  this  it  differs  from  a demand  obligation,  which  con- 
veys the  right  to  sue  from  the  instant  of  its  delivery.  This  is  the 
essential  distinction  between  the  instrument  called  a time-draft  and 
other  instruments  payable  on  demand. 

Now,  let  us  turn  to  the  post  note.  Its  name  indicates  its  dis- 
tinctive meaning.  Bouvier  defines  it  to  be  “ a bank-note  payable 
at  a distant  period,  and  not  on  demand.”  Webster  defines  the  post- 
note to  be  a note  “payable  at  a future  time.”  Parsons  defines  a 
post-note  as  follows : 

“ Post-notes  seem,”  he  says,  “ to  occupy  a position  between  the 
bank  bill  on  the  one  hand,  and  the  promissory  note  on  the  other. 
They  are  payable  on  time,  and  are  still  intended  to  circulate  as 
money.  They  are  not  generally  subject  to  the  rules  of  promissory 
notes,  but  are  like  bank  bills.  In  some  of  the  States  they  are  void  by 
statute.”  If  Mr.  Parsons*  Treatise  on  Promissory  Notes , from  which 
we  quote,  had  appeared  in  1864  instead  of  in  1862,  he  might  have 
added  the  National  Banking  Law  to  his  statutes  prohibiting  post- 
notes. Other  writers  state  the  difference  between  post-notes  and 
simple  certificates  of  deposit  to  be,  that  the  post-note  expressly 
indicates  a contract  binding  both  parties,  and  maturing  in  the 
future;  certificates  only  supply  evidence  of  a debt  due  by  the 
bank.  These  writers  distinguish  post-notes  from  ordinary  bank 
notes  by  saying  that  the  former  contain  an  executory  contract,  a 
promise  not  due  on  demand,  and  therefore  not  within  the  sphere 
of  sound  banking. 

From  these  definitions  we  see  clearly  what  the  term  post-note  really 
comprehends.  It  is  a general  term  comprising  all  bank-notes,  of 
every  kind,  on  time — all  instruments  of  this  character  in  which  time 
forms  an  essential  element  of  the  contract.  In  legislation  the  word 
post-notes  is  used  to  draw  a clear,  bold  line  of  demarcation  be- 
tween banking  paper  and  commercial  paper.  In  this  country  it  is 


Digitized  by  LjOOQle 


338  banker’s  MAGAZINE.  [Novembei 

a recognized  principle  of  sound  banking,  that  although  merchant 
,may  issue  post-notes,  bankers  should  not  issue  such  notes  in  an; 
form,  whether  as  time-drafts,  acceptances,  or  otherwise.  The  Na 
tional  Currency  Law  borrowed  this  prohibition  from  the  Bankin 
Law  of  the  State  of  New  York,  where  it  began  to  be  establishec 
we  believe,  in  1829,  and  was  gradually  developed  into  its  preser 
form  by  successive  improvements  extending  over  a quarter  of 
century.  The  law  as  it  now  stands  in  our  Revised  Statutes  enacl 
as  follows : 

“ No  banking  association,  or  individual  banker  as  such,  shai 
issue  or  put  in  circulation  any  bill  or  note  of  said  association  0 
individual  banker,  unless  the  same  shall  be  made  payable  on  de 
mand,  and  without  interest,  except  bills  of  exchange  on  foreign  cour 
tries,  or  places  beyond  the  limits  or  the  jurisdiction  of  the  Unite 
States,  which  bills  may  be  made  payable  at  or  within  the  custoir 
ary  usance,  or  at  or  within  ninety  days’  sight;  and  every  violatio 
of  this  section  by  any  officer  or  member  of  a banking  associatioi 
or  by  any  individual  .banker,  shall  be  deemed  and  adjudged 
misdemeanor,  punishable  by  fine  or  imprisonment,  or  both,  in  tl 
discretion  of  the  court  having  cognizance  thereof.”  Laws  of  184 
ch.  363,  § 4,  as  amended  1850,  ch . 251. 

This  statute  has  resulted  in  the  suppression  of  all  issues 
time-paper  by  the  banks  and  bankers  of  this  State.  It  was  e^ 
dently  the  intention  of  Congress  to  effect  a like  wholesome  refor 
for  the  National  banks  all  over  the  country.  In  view  of  the 

facts,  the  Comptroller  is  therefore  justified  in  the  action  he  h 

taken  for  the  suppression  of  post-notes,  whether  under  the  form 

time-drafts  or  not. 

An  objection  has  been  raised,  alleging  that  these  time-drai 
are  not  intended  for  use  as  money.  The  Comptroller  is  on 
authorized,  say  the  objectors,  to  apply  the  statute  to  such  po; 
notes  as  are  intended  to  circulate  as  money.  A like  objection  w 
argued  in  1840  in  the  Supreme  Court  of  this  State,  and  it  w 
held,  in  a memorable  case,  by  Judge  Cowen,  that  post-notes  ai 
in  their  form  and  nature,  an  unsecured,  unregulated  sort  of  pape 
money,  and  that  they  might  be  “passed  from  hand  to  hand,  ai 
are  to  all  intents  circulating  bank-bills,  so  far  as  facility  of  trar 
fer  is  concerned.”  As  to  the  alleged  want  of  purpose  to  crea 
such  a medium,  or  the  absence  of  intention  to  circulate  poj 

notes  as  money,  the  Court  said  that  “the  intention  of  an  actu 
must  be  judged  by  its  necessary  consequences.  When  these  a 
directly  pernicious,  the  intent  to  work  a mischief  becomes  a co 
elusion  of  law.”  Safford  v.  Wyckoff,  1 Hill,  14/  The  same  ri 
was  affirmed  by  Chief-Justice  Bronson,  in  1844,  who  declared  “th 
the  prohibition  was  not  limited  to  post-notes  when  they  might  p< 
sibly  be  intended  for  circulation  as  money,  and  at  no  other  tin 
The  law  was  designed  to  prohibit  such  notes  altogether,  for  ai 
purpose.”  Swift  v.  Beers,  3 Denio , 70.  This  rule  has  been  ui 
formly  held  for  more  than  thirty  years  in  all  the  courts  of  tl 
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State.  A similar  principle  will,  no  doubt,  be  recognized  in  the 
United  States  courts  for  the  interpretation  of  the  National  Banking  # 
Law,  whenever  the  necessity  shall  arise  for  its  application.  We 
print  on  page  382  some  suggestive  correspondence  on  the  danger 
of  using  time-drafts  as  a means  of  evading  the  stamp  tax  on 
checks.  Such  a use  is  condemned  by  every  principle  of  sound 
banking  as  well  as  of  rectitude  and  good  citizenship. 

Another  question  which  is  agitated,  relates  to  the  re-distribution 
of  bank  currency  under  the  law  of  June  22d,  1874.  Since  that 
law  was  passed,  some  forty  new  banks  have  been  authorized,  with 
an  aggregate  of  more  than  three  millions  of  capital.  But  there 
are  some  seven  millions  of  bank-notes  which  have  been  relin- 
quished. It  has  been  supposed  that  these  seven  millions  would 
have  been  available  for  re-distribution.  The  Comptroller,  doubting 
the  powers  given  to  the  Treasury  under  the  law,  asked  for  the 
opinion  of  Attorney- General  Williams.  In  his  communication,  the 
Comptroller  analyzes  the  condition  of  the  National  bank  cir- 
culation, and  states  the  probability  that  a sufficient  amount  of  the 
notes  of  banks  which  have  legal-tender  notes  on  deposit  with  the 
Treasurer  will  be  redeemed,  to  supply  his  office  for  a year  to 
come  with  circulation  for  distribution  to  banks  to  be  organized 
in  the  States  which  are  deficient.  The  question  is,  whether 
he  shall  distribute  the  currency  which  he  has,  or  shortly  will 
have,  in  hand;  and  whether,  until  it  is  exhausted,  he  shall  re- 
frain from  making  the  requisitions  directed  by  the  seventh  section 
of  the  act  for  the  purpose  of  filling  applications  for  National  bank 
notes  coming  from  the  States  and  Territories  having  less  than 
their  due  proportion  of  this  circulation.  The  Attorney-General,  in 
reply,  refers  to  his  recent  letter  to  the  Secretary,  in  which  the 
opinion  is  expressed  that  “for  the  re-distribution  to  the  extent  of 
$ 5S,ooo,ooo  of  bank-notes,  as  provided  for  by  the  act,  the  Comp- 
troller of  the  Currency  must  under  this  law  rely  on  requisitions 
for  the  withdrawal  and  redemption  of  these  notes  by  banks  in 
those  States  where  there  is  an  excess  of  such  circulation,  and 
that  this  is  his  only  resource.”  He  reaffirms  this  opinion,  and,  in 
accordance  therewith,  the  Comptroller  has  issued  a circular  indi- 
cating the  way  in  which  the  requisition  is  to  be  made.  The  new 
niles  will  not  be  at  present  troublesome,  except  the  applications  for 
currency  in  the  defective  States  are  much  more  numerous  than  has 
so  far  seemed  probable.  There  is  a growing  conviction  among  the 
more  intelligent  leaders  of  public  opinion  in  the  West,  that  to  increase 
the  issue  of  greenbacks,  or  of  bank-notes,  is  not  the  best  way* to 
ntake  money  easy  to  farmers;  and  that  if  they  would  bring  capi- 
tal into  contact  with  land,  they  must  resort  to  a totally  different 
expedient  than  that  of  multiplying  new  banks  in  advance  of  the 
business  and  commerce  of  the  locality  they  wish  to  aid. 
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THE  DECLINE  IN  THE  EMIGRATION  MOVEMENT 

The  falling  off  in  the  activity  of  emigration  to  the  United  State 
from  foreign  countries  has  attracted  considerable  notice  both  hen 
and  abroad,  and  as  the  facts  have  been  misrepresented  or  dispu 
ted,  we  have  thought  it  desirable  to  obtain  from  the  Comrais 
sioners  of  Emigration  an  authentic  statement  of  the  figures  so  fa 
as  they  are  placed  on  record.  It  may  be  well  to  recall  the  exac 
nature  of  the  complaints  to  which  we  have  referred  as  indicator 
a turn  in  the  tide  of  emigration  from  the  Old  World  to  the  New 
First  of  all,  it  has  been  said  that  the  aggregate  arrivals  of  steerag 
passengers  at  this  port  have  been  smaller  this  year  than  in  an 
past  year  since  the  great  panic  of  1857.  Secondly,  it  has  bee 
declared  that  multitudes  of  emigrants  have  returned  to  their  nati\ 
country  after  vainly  attempting  to  get  employment  here. 

These  are  the  two  general  complaints  which  have  been  allege* 
and  what  the  public  wish  to  know  is  how  far  either  or  both  < 
them  can  be  proved.  In  regard  to  the  assertion  that  the  arriva 
this  year  have  been  smaller  than  at  any  time  since  the  gre 
crisis  of  1857,  it  is  not  strictly  true.  In  1856  the  total  numb 
of  alien  emigrants  at  the  port  of  New  York  was  142,352;  in  185 

l83>773i  in  i858>  78>589i  in  i859>  79>322i  in  l86o>  ™S>l62'> 
1861,65,539;  in  1862,76,306;  in  1863,  155,844;  in  1864,  180,291 
in  1865,  196,352;  in  1866,  233,418;  in  1867,  242,731;  in  186 
213,695;  in  1869,  258,989;  in  1870,  212,170;  in  1871,  229,639; 
1872,  294,581,  and  in  1873,  266,818.  Since  1847  the  greate 
number  of  emigrants  in  any  one  year  was  319,223,  in  185 
and  the  smallest  number  was  65,539,  in  1861. 

As  to  the  second  point,  it  is  open  to  question,  inasmuch  as  1 
authentic  record  is  compiled  of  the  number  of  steerage  passenge 
who  leave  this  port  for  Europe.  It  would  be  difficult  if  not  ii 
possible  to  obtain  from  the  various  steamship  companies  the  1 
quisite  statistics.  And  if  this  were  practicable,  the  labor  of  cor 
piling  and  digesting  such  data  is  too  severe  for  us  to  hope  th 
in  our  busy  community  any  one  can  be  found  with  sufficie 
leisure,  ability  and  influence  to  undertake  the  task  with  succe 
In  the  absence  of  adequate  statistics  we  have  made  special  i 
quiries,  the  result  of  which  is  that  the  fact  seems  established  th 
an  unusually  large  number  of  steerage  passengers  have  this  sui 
mer  gone  to  Europe  from  New  York.  Our  informants  explain  tl 
exodus  in  various  ways.  Some  attribute  it  to  the  low  rates 
which  the  steamship  companies  have  been  carrying  this  class 
passengers  So  active  is  the  competition  that  tickets  from  Ne 
York  to  Liverpool  and  back  have  been  selling  as  low  as  $ 15 
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some  cases;  while  $20,  and  $25,  are  said  to  have  been  the 
highest  rates  asked.  In  confirmation  we  have  been  reminded  that# 
even  the  Cunard  Company,  the  most  exclusive  of  our  steamship 
lines,  and  usually  the  “stiffest”  in  its  rates,  has  covered  the  walls 
of  New  York  with  its  placards  offering  to  take  steerage  passengers 
at  extremely  low  rates.  Two  or  three  classes  of  people  take  ad- 
vantage of  these  cheap  steamship  fares  to  Europe.  Our  people 
are  more  given  to  travel  than  their  European  cousins.  Nothing 
is  so  natural  as  that  the  well-to-do  emigrant  should  in  a few  years 
catch  this  national  restlessness  and  love  of  travel.  Ten  years  ago 
scarcely  any  of  our  business  men,  if  native  Americans,  had  ever 
seen  Europe.  Now  almost  every  man  you  meet  in  Wall  Street 
has  been  or  is  planning  to  go  with  his  .family,  if  only  for  a few 
months’  tour,  so  as  to  say  they  have  been  where  it  is  the  fashion 
to  go.  This  rage  for  visiting  Europe  has  perhaps  been  checked 
in  some  quarters  by  the  panic,  but  it  has  been  stimulated  in  others. 
We  are  assured  that  the  savings  of  multitudes  of  our  mechanics 
and  small  tradesmen  have  been  devoted  to  procuring  a trip  to  the 
old  country  for  themselves  and  their  families  during  the  temporary 
dullness  of  trade,  the  cost  being  but  little  more  than  that  of  stay- 
ing at  home. 

A more  noisy  and  demonstrative  class  of  passengers  are  those 
who  were  a burden  and  a trouble  to  themselves  and  their  friends 
before  they  emigrated  at  first,  and  they  have  been  a burden  and 
a trouble  to  us  ever  since  they  came  here.  They  will  not,  it  is 
hoped,  like  the  former  class,  return  to  us  soon.  We  can  well  al- 
low them  to  speak  as  ill  of  us  as  of  their  own  country,  for  in 
neither  can  a man  thrive  without  industry,  perseverance  and  pluck. 
A third  class  of  returning  emigrants  are  more  to  be  pitied.  They 
came  here  at  an  unfortunate  juncture.  They  found  business  dor- 
mant. Their  hopes  have  all  perished,  and  they  are  likely  to  give 
a bad  report  of  our  country,  as  scores  have  done  before  them. 
They  are  going  back  to  poverty  in  their  own  land  rather  than 
take  the  risks  of  remaining  longer  where  they  have  met  with  such 
• chilling  disappointment.  Some  of  these  very  men  might  become 
captains  of  industry,  and  make  a career  for  themselves,  if  they 
would  only  work  and  wait. 

The  lockout  of  the  English  laborers  has  had  something  to 
do  with  this  return  movement,  and  the  strikes  in  the  coal  and 
iron  regions  have  also  tended  to  increase  the  scarcity  of  available 
labor.  For  the  first  time  since  the  famous  theories  of  T.  R. 
Malthus  were  published  on  over-population  and  its  evils,  England 
has  begun  to  doubt  whether  she  has  not  been  losing  strength  in 
losing  emigrants.  There  is  accordingly  a new  spirit  of  antipathy 
to  emigration  springing  up  in  influential  quarters,  and  a new  dis- 
position to  give  a more  cordial  welcome  to  emigrants  who  return. 
These  changes,  however,  in  public  opinion  are  of  slow  growth 
among  our  British  kinsmen,  and  but  for  the  temporary  scarcity  of 
workmen  and  the  consequent  rise  in  wages  resulting  from  the 
strikes,  very  little  influence  would  have  come  from  this  source 
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to  attract  emigrants  from  the  infinitely  superior  prospects  and  ad- 
vantages offered  to  them  and  their  children  in  this  country.  What 
these  new  influences  have  been  able  to  accomplish  is,  to  check 
new  emigration,  and  to  impose  obstacles  to  the  desire  among  the 
English  working  classes  to  better  their  condition  by  coming  here. 
For  some  time  to  come  we  shall  undoubtedly  have  less  emigra- 
tion from  England,  Ireland,  Wales,  and  perhaps  from  Scotland, 
than  we  have  had. 

It  is  impossible  to  overestimate  the  advantages  which  the  ma- 
jority of  the  emigrants  to  this  country  have  secured  to  themselves 
and  to  their  children.  Moreover,  in  improving  their  private  for- 
tune, they  have  done  public  good. 

For  example,  in  the  material  industries  of  this  country,  one  of 
the  most  fnxitful  sources  of  rapid  progress  is  notoriously  to  be 
found  in  the  emigration  movement,  which  has  had  no  parallel  in 
the  history  of  the  world.  During  the  last  half  century  it  has 
brought  seven  millions  of  people  of  kindred  races  to  make  their 
homes  among  us.  We  cannot  easily  compute  in  money  the  sum 
thus  added  to  the  national  wealth.  As  one-tenth  of  the  immi- 
grants are  workmen  of  more  or  less  skill,  it  has  been  computed 
that  on  a fair  capitalization  of  earnings  the  average  value  added 
by  each  immigrant  to  our  national  wealth  must  be  more  than  50c 
dollars.  On  this  low  average  it  would  appear  that  the  immigra 
tion  movement  of  the  last  quarter  of  a century  has  augmented 
the  resources  of  this  country  by  3,000  millions  of  dollars,  or  more 
than  the  aggregate  of  the  national  debt,  with  the  debts  of  the 
various  States,  counties,  and  municipalities  combined.  Such  esti 
mates  as  these  can,  of  course,  be  only  approximate  and  conjee 
tural.  They  offer  but  one  of  the  factors  for  calculating  the  value 
conferred  by  a law-abiding,  skillful,  industrious  population  pouring 
itself  so  rapidly  into  a free  nationality  like  ours,  whose  rich  land* 
invite  labor,  and  whose  unrivaled  climate,  teeming  resources,  and 
liberal  institutions  stimulate  inventive  genius,  and  give  full  careei 
to  frugality  and  industry.  It  is  one  of  the  central  principles  of  eco 
nomic  science,  that  to  enlarge  and  concentrate  population  is  tc 
stimulate  the  forces  which  increase  the  wealth  of  nations.  Nol 
only  does  well-regulated  emigration  enrich  the  country  by  add 
ing  to  its  fixed  capital  so  many  millions  of  dollars  a year,  bul 
it  accomplishes  an  object  of  much  greater  value.  It  improves  the 
organization  of  labor.  It  enables  us  to  naturalize  exotic  industrie 
suitable  to  our  climate,  soil,  and  to  the  genius  of  our  people.  Il 
accelerates  the  movements  and  adds  value  to  the  products  ol 
that  financial,  commercial,  and  industrial  machinery  which  is  the 
creator  of  our  material  prosperity,  and  the  guarantee  of  our  re- 
cuperative resources.  De  Tocqueville  very  justly  observes  that 
some  nations  make  better  emigrants  than  others.  The  capacity 
of  European  operatives  and  farmers  to  develop  that  plastic  apti- 
tude which  is  needed  to  fit  them  for  citizenship  in  a new  country 
was  formerly  very  great.  It  is  now  said  to  be  somewhat  on  the 
wane,  and  various  new  social  forces  evoked  of  late  are  tending  to 
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contract  the  limits  and  lessen  the  numbers  of  the  class  which  is 
most  disposed  and  most  suitable  for  successful  emigration. 

Already  the  force  of  these  influences  is  making  itself  visible. 
During  the  first  nine  months  of  this  year  England  sent  us  16,235 
emigrants,  against  28,123  in  the  same  period  of  the  previous  year; 
Ireland  sent  us  36,007,  against  62,893 ; Wales  sent  us  1,470  against 
2,513;  and  Scotland  sent  us  4,656,  against  7,268.  The  total  is 
58,368  emigrants  for  the  first  three  quarters  of  1874,  against 
100,797  for  the  same  period  in  1873.  How  these  figures  compare 
with  those  of  other  countries  may  be  seen  from  the  subjoined 
table,  which  gives  the  official  figures,  for  which  we  are  indebted 
to  the  Secretary  of  the  Bureau  of  Emigration  at  this  port: 


Steerage  Passengers  Landed  in  New  York. 


-1873. 


September. 


Austria 

156 

Australia 

3 

Africa 

British  America 

— 

Belgium 

100 

Bohemia 

355 

Canada 

6 

China 

— 

Denmark 

43® 

East  India 

1 

England 

4,i&> 

France 

3*2 

German  Empire 

7.971 

Greece 

3 

Hungary  ....  

Hollana  

106 

299 

Ireland 

5>544 

Isle  of  Man 

25 



Italy 

510 

Iceland 

Luxembourg 

30 

Malta 

1 

Mexico 



Norway . . 

537 

New  Brunswick 

4 

New  Providence 

Portugal 

— 

Roumania*  

8 

Russia 

53° 

Switzerland 

3°7 

Scotland 

896 

Sweden 

952 

Spwr 

10 

South  America 

1 

Turkey 

2 

United  States 

328 

Wales 

420 

West  India 

5 

Nova  Scotia 

Total 

24,040 

Total 

Total 

1 Jan. 

1 Joh. 

to  1 Oct. 

September . 

to  1 Oct. 

*,34* 

143 

1,124 

4 

2 

16 

5 

I 

*7 

5** 

44 

4 

281 

3.238 

285 

2,4*4 

39 

*4 

79 

3 

2 

6 

5.527 

34* 

2,968 

0 14 

1 

. *9 

28,123 

2,721 

*6,235 

1.895 

369 

2,117 

79.68^ 

3,7*8 

1 

32,652 

16 

616 

: $ : 

616 

4.103 

*,273 

62,893 

3*68 

36,007 

*45 

16 

74 

4,977 

204 

4,532 

16 

338 

439 

52 

5 

— 

10 

4 

1 

1 

5.742 

*44 

3,474 

40 

3 

11 

— 

4 

4 

7 

1 

12 

43 

— 

1 

4.100 

*,823 

6,255 

3,9*o 

*63 

2,003 

7,268 

7*7 

4,656 

9,224 

465 

3.573 

37 

6 

40 

7 

— 

2 

23 

7 

*7 

'.367 

557 

2,206 

2.5«3 

303 

M7o 

«9 

2 

18 

»5 

7 

5o 

- — . 

— — 

227,891 

15.784 

*24,608 
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It  appears  from  these  figures  that  the  aggregate  immigration  fo] 
the  nine  months  of  this  year  is  103,283  less  than  for  the  samt 
period  of  last  year.  The  Russian  immigration  is  6,255  agains 
4,100  for  1873.  This  large  increase  is  due  to  the  exit  from  Rus 
sia  of  the  Mennonites,  who  are  a valuable  class  of  agriculture 
population  for  us  to  receive.  France  has  sent  us  2,117  emigrant 
against  1,895  last  year.  From  Germany  the  movement  has  beei 
more  interrupted  than  even  in  England.  The  arrivals  this  yea 
were  only  32,652  against  79,687  for  the  first  nine  months  of  1873 
1 32,705  for  the  whole  year  1872,  88,601  for  the  year  1871,  73,25c 
for  the  year  1870,  99,605  for  the  year  1869,  101,989  for  the  year 
1868,  117,591  for  the  year  1867,  and  106,716  for  the  year  1866, 

It  is  easy  to  understand  why  the  German  emigration  has  beer 
checked  like  the  English.  Soon  after  the  close  of  the  Franco 

German  war  the  increase  in  the  emigration  from  27,740  in  1862 
to  132,705  ten  years  later,  attracted  the  attention  of  the  Iniperia 
Government,  and  of  certain  classes  of  the  people.  Petitions  wen 
presented  to  the  Imperial  Parliament  asking  that  the  licenses  0 
the  emigrant  agents  in  Germany  might  be  revoked,  in  order  t< 
stop  their  operations  and  thus  prevent  the  country  from  beinj 
drained  of  the  valuable  classes  of  workmen  who  were  flocking  t< 
the  United  States.  To  show  the  necessity  for  prompt  action  oi 
the  part  of  the  authorities,  it  was  stated  that,  within  five  yean 
fifteen  thousand  able-bodied  laborers  had  left  Pomerania  alone  fo 
the  United  States,  and  that  it  had  become  almost  impossible  to  fin< 
farm  hands  enough  to  work  the  estates  of  the  landed  proprietors 
It  was  also  proved  that  there  was  a very  large  emigration  fron 
Mecklenberg,  amounting  to  about  four  thousand  emigrants  a yeai 
whom  it  was  considered  very  desirable'  to  keep  at  home;  froc 
other  States  also  complaints  of  a similar  character  were  sent. 

The  reason  assigned  for  the  exodus  from  Pomerania  and  Meek 
lenberg  was  the  impossibility  of  the  laboring  classes  acquirinj 
a freehold,  owing  to  the  old  system  by  which  large  estates  ar 
retained  in  the  hands  of  a few  wealthy  and  noble  proprietors 
but  this  does  not  entirely  explain  the  movement,  since  in  othe 
States  where  a different  system  of  landed  property  prevails,  sma] 
proprietors  sell  their  lands  at  a sacrifice  in  order  to  obtain  th 
money  with  which  to  emigrate.  One  main  reason  for  it  is  said  t< 
be,  that  their  friends  who  have  come  to  this  country,  and  hav 
settled  upon  the  cheap  lands  of  the  West,  have  generally  realize* 
material  prosperity,  and  the  letters  of  these  people  to  their  rela 
tives  and  others  at  home  are  constantly  attracting  new  emigration 
Other  influences,  no  doubt,  have  been  operating  in  the  same  direc 
tion,  such  as  the  increased  taxation  and  cost  of  living  in  German; 
since  the  Franco-German  war,  together  with  the  army  system,  thi 
benefits  of  which  are  counterpoised  by  burdens  on  commerce  ant 
shackles  on  personal  freedom.  No  direct  action  has  been  taken 
we  believe,  by  the  German  authorities  to  keep  back  the  tide  0 
emigration,  although  public  opinion  seems  to  be  in  some  quarter 
growing  more  hostile  to  it. 
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NOTES  ON  ECONOMIC  FALLACIES  AND  THEIR 
AUTHORS. 

No.  2. — John  Law  and  the  Mississippi  Bubble. 

As  the  name  of  John  Law  is  so  often  heard  in  connection 
with  paper-money  sophisms,  it  is  somewhat  singular  that  the  real 
nature  of  his  theories  is  so  much  misunderstood.  Like  many  re- 
formers who  succeed  in  unchaining  pent-up  social  and  financial 
forces,  he  was  unable  to  keep  these  forces  under  command ; and 
for  the  chaos  which  resulted  he  is  held  responsible,  although  no 
one  was  more  surprised  than  himself  that  the  Spirit  of  peace  and 
prosperity  which  he  summoned,  changed  so  soon  into  a demon  of 
disaster  and  discord.  A succinct  account  of  Law’s  exploits  is 
given  by  Mr.  Senior,  in  his  Oxford  lectures,  in  which  he  does 
foil  justice  to  Law,  while  exposing  the  errors  into  which  he  was 
led,  partly  in  consequence  of  his  false  views  of  the  nature  of  money 
and  credit,  but  chiefly  by  the  imperious  exigencies  of  the  bank- 
rupt Treasury  and  a prodigal  Government.  Before  we  give  Mr. 
Senior’s  account  of  Law,  it  may  be  well  to  premise  a biographi- 
cal statement  as  to  who  Law  was,  and  what  was  his  early  prep- 
aration for  the  career  which  has  mad£  him  so  conspicuous  a 
figure  in  the  history  of  the  eighteenth  century.  John  Law  was 
bom  in  Edinburgh,  in  1671,  his  father  being  a goldsmith  of  some 
wealth.  At  twenty  years  of  age,  John  Law  left  Scotland,  and 
did  not  return  till  he  had  made  the  tour  of  Europe,  and  plunged 
himself  deeply  into  debt.  He  had  an  inquisitive  spirit  and  an 
impetuous  temper,  and  was  addicted  to  gambling.  His  social 
habits,  generous  disposition, , with  a certain  magnetic  charm  of 
manner,  brought  him  into  intimate  association  with  the  leaders  of 
society  in  London,  Paris,  and  other  European  cities.  After  visit- 
ing various  countries,  he  repaired  to  Holland  to  study  the  polity, 
the  spirit  and  the  traditions  of  that  rich,  resolute  Republic,  which 
had  acquired  the  inheritance  of  the  Venetians  and  Portuguese, 
and  covered  every  sea  with  their  vessels. 

Amsterdam  was  at  that  time  the  commercial  metropolis  of 
Europe.  The  interest  on  money  there  rarely  exceeded  two  or 
three  per  cent.  She  had  a bank,  celebrated  and  mysterious, 
whose  credit  had  withstood  the  invasion  of  Louis  XIV.,  whose 
treasury  seemed  inexhaustible,  and  whose  system  was  an  enigma 
even  to  those  who  devoted  themselves  to  the  study  of  finance. 

Law,  in  order  to  investigate  more  closely  the  mechanism  of 
this  bank,  became  a clerk  of  the  English  Resident,  and  in  this 
manner  added  grea'tly  to  his  knowledge  of  all  subjects  connected 
with  commerce  and  finance. 

He  returned  to  Scotland  about  the  year  1700,  being  then 
nearly  thirty  years  old,  and  having  acquired  vast  information.  He 
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was  struck  with  the  contrast  which  his  own  country  presented  to 
that  which  he  had  just  visited.  Instead  of  the  extended  com- 
merce and  the  great  and  active  traffic  which  he  observed  in  Eng 
land  and  Holland,  he  found  the  country  poor  and  paralyzed  b) 
inaction. 

Scotland,  mountainous  and  almost  an  island,  had  a sufficient!] 
productive  soil ; it  was  inhabited  by  an  intelligent  and  laborioui 
population,  but  needed  capital  to  develop  its  agriculture  and  ex 
tend  its  commerce  and  manufactures.  The  Scotch,  like  al 
mountaineers,  were  endowed  with  active  faculties,  which  there  was 
no  opportunity  to  exercise  at  home,  and  they  expatriated  them- 
selves to  seek  their  fortunes  in  richer  countries. 

Law  attributed  the  languishing  condition  of  Scotland  to  th< 
deficiency  of  capital.  He  was  undoubtedly  right;  but,  confound 
ing  capital  with  currency,  which  is  simply  a means  of  exchange 
he  imagined  that  an  abundance  of  money  was  the  came  of  th 
riches  of  States  whose  prosperity  money  had  only  developed. 

He  said  to  himself: 

“ What  is  wanting  to  the  proprietor  to  enable  him  to  clear  u 
his  lands;  to  the  manufacturer  to  multiply  his  looms;  to  th 
merchant  to  extend  his  operations?  Advances,  that  is  to  sa 
money,  to  pay  for  the  first  materials  and  the  manual  labor. 

“ With  a few  more  millions  we  could  pay  the  laborer  wl 
wishes  to  emigrate,  we  could  retain  him  upon  his  native  soil,  ar 
procure  all  the  material  necessary  to  occupy  his  labor.  Hollan 
with  a sterile  soil,  whose  low  banks  expose  it  constantly  to  tl 
dangers  of  the  flood,  is  the  richest  country  in  the  world.  Wh) 
Because  she  overflows  with  money. 

“ By  what  means  can  money  be  supplied  ? It  is  credit ; it 
the  establishment  of  banks  which  give  to  paper  the  value  ai 
efficiency  of  specie.” 

Law  thus  involved  himself  by  degrees  in  an  error  which  tl 
appearance  of  an  abundant  currency  often  occasions.  He  thoug 
that  the  prosperity  of  a country  depended  upon  the  amount 
money  in  circulation,  and  that  this  amount  might  be  augment* 
by  the  Government  at  pleasure. 

Full  of  these  views,  he  presented  a plan  adapted  to  ti 
wants  of  his  own  country,  about  the  year  1700.  This  plan  w 
to  constitute  a company  with  power  to  collect  the  public  reveni 
to  carry  on  certain  kinds  of  commerce  with  exclusive  privilegt 
to  direct  manufactures,  certain  commercial  enterprises,  the  fisheri* 
etc.  His  plan,  although  rejected,  attracted  public  attention 
him,  and  brought  him  in  contact  with  the  principal  persons 
Scotland. 

In  1705,  as  we  showed  last  month,  it  was  proposed  to  e 
tablish  a territorial  bank.  Law  offered  a well-digested  plan  f 
one,  in  a very  curious  pamphlet  entitled,  ‘Considerations  up< 
Hard  Money.*  Aside  from  the  error  which  attributes  the  prospe 
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ity  of  States  exclusively  to  the  abundance  of  money,  the  means 
of  increasing  this  abundance  by  banks  are  clearly  explained,  and 
with  an  understanding  of  the  subject  very  uncommon  at  that 
time.  This  new  plan  of  Law  was  no  better  received  than  the 
first  It  was  rejected,  from  the  apprehension,  it  was  said,  of  giv- 
ing too  much  power  to  the  Administration. 

Repulsed  at  home,  our  financial  adventurer  determined  to  re- 
sume his  travels,  and  try  his  fortune  abroad.  The  Continent  had 
been  ravaged  by  the  wars  of  Lbuis  XIV.,  and  Law  hoped  to 
command  attention  from  some  of  the  needy  States  whose  resources 
had  been  crippled.  At  Paris  he  was  unsuccessful,  notwithstanding 
the  favor  with  which  the  Duke  of  Orleans  was  inclined  to  regard 
him.  Our  banking  reformer  then  went  to  Italy,  where  he  con- 
tinued to  indulge  his  passion  for  gaming,  and  by  his  genius  for 
calculation  he  won  large  sums.  At  Turin,  he  lent  money  to  the 
&mous  Vendbme,  and  succeeded  in  having  himself  presented  to 
Victor  Am£d£e,  to  whom  he  proposed  his  scheme  of  finance. 
Am&iee  replied  that  the  system  was  not  adapted  to  a country  in 
the  midst  of  the  Alps,  and  dismissed  him,  advising  him  to  take 
his  plans  to  France  or  Germany. 

The  Emperor  was  then  busily  engaged  in  establishing  a bank. 
Law  hastened  to  submit  his  views.  He  succeeded  no  better  than 
with  the  other  potentates  to  whom  he  had  presented  them,  so 
that  he  had  to  return  once  more  to  his  own  country,  a disap- 
pointed adventurer,  but  a rich  man.  It  was  said  that  the  sums 
which  he  had  won  at  the  gaming-table  amounted  to  two  millions 
of  livres.  He  transferred  these  two  millions  to  France,  and  pre- 
pared to  return  there  himself.  The  death  of  Louis  XIV.,  and 
the  deplorable  state  of  the  French  finances,  made  him  hope  for 
an  opportunity  of  making  the  banking  experiments  which  he  had 
so  long  been  meditating;  and  his  hopes  were  fostered  by  the 
fact  of  the  accession  to  power  of  the  Duke  of  Orleans,  who  had 
formerly  shown  a disposition  to  favor  Law’s  schemes.  How  these 
hopes  succeeded  Mr.  Senior  describes  as  follows: 

In  the  beginning  of  the  year  1716,  the  specie  circulation  in 
Prance  was  supposed  to  amount  to  about  jQ  40,000,000  sterling,  or 
800  millions  of  livres — the  mark  of  silver,  which  is  worth  about 
40  English  shillings,  being  coined  into  40  livres.  But  for  some 
previous  years  the  quantity  of  silver  denominated  a livre  had  been 
constantly  varying;  in  1715,  the  mark  had  been  coined  into  28 
livres;  in  1709  it  had  been  coined  into  40;  in  1689  it  had  been 
coined  into  28;  and  between  1689  and  1709  had  been  subject  to 
constant  alteration. 

Under  these  circumstances  Law  established  a bank  at  Paris, 
called  the  General  Bank,  issuing  notes  payable  on  demand  in 
livres  of  the  same  weight  and  fineness  as  those  which  were  cur- 
rent at  its  institution;  promising,  in  fact,  to  pay,  not  a nominal, 
but  an  ascertained  quantity  of  silver.  The  security  afforded  by 
this  promise  enabled  the  bank  in  the  course  of  three  years  to  issue 
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notes  to  the  amount  of  59  millions  of  livres ; and  if  we  suppos 
that  about  19  millions  of  livres  were  consequently  withdrawn  froi 
circulation,  the  notes  of  the  bank  may  be  supposed  to  have  raise 
the  whole  currency  of  the  Kingdom  of  France  to  ^41,000,00 
sterling,  or  840  millions  of  livres.  On  the  first  of  January,  171* 
the  Government,  that  is,  the  Regent  in  the  name  of  the  Kinj 
took  possession  of  the  bank.  The  first  alteration  was  in  the  fon 
of  the  notes;  the  words,  “of  the  same  weight  and  fineness,”  wei 
omitted,  and  the  note  no  longer  promised  to  pay  anything  moi 
definite  than  so  many  livres;  being,  in  fact,  a promise  to  pa 
whatever  the  debtor  thought  fit,  as  the  debtor  had  the  power,  i 
fact  was  in  the  habit,  of  increasing  and  diminishing  the  quantil 
of  silver  denominated  a livre  according  to  his  notions  of  e: 
pediency. 

The  next  change  was  in  the  amount  of  its  issues. 

The  bank  issued  notes  to  the  nominal  amount  of  1010  millioi 
of  livres,  as  follows : 


Note  Issues  of  Law’s  Bank  in  1719-1720. 


1719  April  22 
June  10 
25 
12 

Oct.  24 
Dec.  29 


“ June 
“ July 
“ Sept. 


1720  Jan. 

“ Feb. 


51.000. 000 

50.000. 000 

240.000. 000 

120.000. 000 

120.000. 000 

129.000. 000 

21.000. 000 

279.000. 000 


Total  1,010,000,000 

Thus  an  aggregate  of  notes  was  issued  in  eleven  months 
1010  millions  of  livres  of  the  nominal  value  of  rather  more  th 
250  million  dollars,  or  50  millions  sterling;  of  which  at  le 
600  millions  must  have  been  in  circulation  at  one  time.  W1 
part  of  the  previously  existing  specie  remained  in  circulation 
doubtful.  It  is  clear,  however,  that  it  could  not  have  been 
withdrawn,  as  no  run  was  ever  made  upon  the  bank  for  cc 
Its  notes,  though  they  lost  the  premium  which  they  had  boi 
while  the  establishment  continued  in  Law’s  hands,  still  exchang 
for  coin  at  par. 

I must  now  turn  a little  backward  in  the  story,  and  state  tl 
while  the  bank  was  in  the  hands  of  Law  and  his  partners,  tl 
received  from  the  Government  the  exclusive  privilege  of  trading 
the  West-Indies  and  the  French  possessions  on  the  continent 
America  (whence  the  name  of  the  Mississippi  scheme  has  e 
since  adhered  to  the  whole  of  the  transactions  originat 
with  Law),  to  all  countries  to  the  east  «of  the  Cape  of  Gc 
Hope,  and  had  been  incorporated  under  the  name  of  “The  Cc 
pany  of  the  Indies.”  The  mint,  which  in  France  is  a source 
profit,  was  afterward  made  over  to  them,  and  they  obtained 
lease  from  the  crown,  first  of  the  duties  on  tobacco,  and  aft 
ward  of  all  those  duties  which  were  usually  leased  under  the  < 
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regime,  and  ^hey  were  at  last  intrusted  with  the  receipt  of  all  the 
revenues  of  the  State.  In  return  for  these  privileges,  besides  the 
annual  rents  for  the  duties  leased  to  them,  they  engaged  to  lend 
the  Government  1,600  millions  (80  millions  sterling)  at  three  per 
cent  To  enable  them  to  do  this,  the  bank  was  restored  to  them 
on  the  2 2d  of  February,  1720;  their  proceedings,  however,  were 
to  be  under  the  control  of  Government,  and  the  King  guaranteed 
the  payment  of  their  notes.  Five  days  after  followed  the  cele- 
brated arret  of  the  27th  February,  1720,  which  prohibited  any 
person  or  corporation  from  possessing  any  bullion,  or  more  than 
five  hundred  livres  (twenty-five  pounds)  in  specie. 

The  most  extensive  powers  of  search  were  given  to  the  police, 
and  informers  were  rewarded  with  all  the  excess  found. 

At  the  same  time  the  notes  of  the  Company  were  not  only 
made  a legal  tender,  but  the  only  legal  tender;  and  the  payment 
of  any  sum  beyond  ninety-nine  livres  (four  pounds  nineteen  shil- 
lings) in  specie,  was  made  punishable  by  a fine  of  three  thousand 
livres. 

The  object  of  these  laws  was,  of  course,  first  to  force  all  hold- 
ers of  specie  to  carry  it  to  the  bank  to  be  exchanged  for  notes ; 
secondly,  to  prevent  their  demanding  payment  from  the  bank  in 
specie,  except  for  small  sums;  and  thirdly,  to  give  a forced 
value  to  the  notes,  as  the  only  money  that  could  be  safely  ten- 
dered, or  safely  kept.  On  the  5th  of  March,  1720,  a consider- 
able sum  of  specie  having  probably  been  received  by  the  bank 
in  the  meantime,  an  arret  was  made  directing  the  mark  of  silver 
to  be  worth  eighty  livres.  This,  of  course,  enabled  the  bank  to 
pay  whatever  specie  might  be  demanded  by  the  holders  of  their 
notes  at  half  the  former  expense.  This  arret  continued  in  force 
only  a week,  for  it  was  followed  by  that  of  the  nth  March, 
1720,  which  declared  that  on  the  1st  of  April  the  mark  of  silver 
was  to  be  worth  only  seventy  livres,  and  on  the  1st  of  May, 
sixty-five;  and  all  use  of  gold  and  silver  as  a medium  of  ex- 
change was  prohibited.  As  the  bank  received  coin  in  the  mean- 
time at  eighty  livres  the  mark,  this  occasioned  a considerable  in- 
flux of  coin  to  their  coffers,  in  anticipation  of  its  impending 
reduction  in  value.  In  three  weeks  they  are  said  to  have  received 
forty-four  millions  of  livres,  worth  nominally  about  one  million 
one  hundred  thousand  pounds  sterling.  The  Government  and  the 
bank  seem  now  to  have  supposed  that,  the  ordinary  standard  of 
value,  gold  and  silver,  being  got  rid  of,  bank  paper  would  be  un- 
susceptible of  depreciation  or  excess;  and  between  the  beginning 
of  March  and  the  2d  of  May,  they  issued  notes  of  the  nominal 
value  of  1,626,672,910  livres;  being  more  than  double  the  whole 
average  amount  of  the  money  of  the  country.  In  the  beginning 
of  May,  there  were  in  circulation*  notes  of  the  nominal  value  of 
2>235><>83>590  bvres;  being  a nominal  value  nearly  three  times  as 
great  as  the  800,000,000  of  coin  for  which  they  were  substituted. 
Gold  and  silver  coin  would  of  course  have  disappeared,  even  if 
they  had  not  been  legally  banished.  Still  for  the  purpose  of 
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small  payment,  there  was  a circulation  of  small  silver  coins  and 
of  copper,  and  in  these  small  coins  the  bank  paid  those  notes  of 
ten  livres  which  were  presented  to  it.  It  may  appear  singular 
that  this  coinage  of  small  silver  remained  in  the  country.  As  the 
nominal  value  of  every  commodity  had  been  at  least  trebled  in 
France,  we  might  have  expected  that  the  silver  would  have  been 
collected  and  exported,  and  that  the  failure  of  the  bank  would 
have  been  occasioned  by  their  subsequent  inability  to  pay  silver 
for  their  small  notes,  and  such,  I think,  would  have  been  the  case 
if  the  whole  transaction  had  taken  up  a longer  time.  But  in  less 
than  three  weeks  after  the  last  issue  of  notes,  the  bank  was 
murdered  by  the  Government.  If  the  Government  had  not  inter- 
posed it  might  have  lived  in  apparent  credit  for  three  months 
longer. 

The  history  of  the  Mississippi  scheme  is  a proof  how  ignorant 
the  whole  of  a cultivated  nation  may  be  of  the  necessary  results 
of  their  actions.  It  appears  to  us  obvious  that  when  the  currency 
of  the  country  was  suddenly  tripled,  all  prices  must  have  .ex 
perienced  at  least  an  equal  rise.  The  French  Government  was  s< 
little  prepared  for  this  result  that  when  it  took  place,  they  re 
sorted  to  the  most  violent  means  to  correct  it.  On  the  21st  0 
May,  an  arret  was  issued  declaring  that  the  bank-notes  in  circu 
lation  should  in  future  pass  at  only  half  their  nominal  value 
Now  this  was  not  in  fact  a greater  diminution  of  the  value  0 
the  notes  than  the  arret  of  the  5th  of  March  preceding,  whicl 
had  directed  the  mark  of  silver  to  be  worth  80  livres  instea* 
of  40.  On  the  4th  of  March,  the  holder  of  40  livres  in  note 
could  demand  of  the  bank  a mark  of  silver.  On  the  5th  c 
March  he  could  demand  only  one-half  a mark.  So  on  the  2otl 
of  May,  the  holder  of  65  livres  in  notes  was  entitled  to  a marl 
of  silver.  On  the  21st  he  was  entitled  to  only  one-half 
mark. 

In  the  first  case,  the  holder  of  the  notes,  so  far  as  he  was 
debtor,  could  throw  his  loss,  or  much  more  than  his  loss,  upoi 
his  creditors ; in  the  second  case,  so  far  as  he  was  a creditor,  h 
could  reimburse  himself,  or  much  more  than  reimburse  himsell 
from  his  debtors.  But  in  both  cases,  as  between  him  and  th 
bank,  he  was  equally  defrauded;  and  as  the  arret  of  the  5th  c 
March  had  not  interfered  with  the  circulation  of  the  notes,  th 
Government  probably  expected  that  of  the  21st  May  to  create  a 
little  alarm.  But  they  were  mistaken.  Though  the  French  publi 
were  too  ignorant  to  perceive  the  consequences  of  raising  th 
nominal  value  of  silver,  they  understood  those  of  sinking  th 
nominal  value  of  notes.  Up  to  the  21st  of  May,  holders  c 
commodities  possessing  intrinsic  value  seem  to  have  given  thee 
in  exchange  for  the.  notes  in  blind  confidence  that  others  woul< 
do  the  same.  Others  did  not,  in  fact,  do  the  same,  for,  as  price 
kept  rising,  the  man  who  in  December  had  sold  a given  quantit 
of  corn  for  one  thousand  francs  in  notes,  would  not  have  bee: 
able  in  February  to  purchase  an  equal  quantity  of  com,  or  c 
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any  other  commodity,  with  the  same  notes.  Strange,  however,  as 
it  may  appear,  the  deterioration  of  the  notes  in  value  does  not 
appear  to  have  affected  their  circulation. 

All  that  people  looked  to  was  nominal  value,  and  while  the 

notes  were  called  livres,  nobody  inquired  what  a livre  meant 

But  the  instant  the  denomination  was  altered ; the  instant  Govern- 
ment declared  that  a note  for  ten  livres  should  be  worth  only 
five,  the  baselessness  of  the  paper  fabric  was  detected.  The  terror 
was  as  universal  and  as  blind  as  the  confidence  had  been.  To 
use  Sir  James  Stewart’s  words,  on  the  2 2d  of  May,  a man  with 
one  hundred  millions  of  bank-notes  might  have  starved  in  the 

streets.  The  Regent  and  his  ministers,  as  much  alarmed  as  the 

people  at  the  tremendous  machinery  they  had  set  in  motion,  tried 
the  most  arbitrary  and  the  most  inconsistent  expedients  to  control 
if.  They  revoked  the  arret  of  the  21st  of  May,  and  at  the  same 
time  raised  the  denomination  of  the  coin  by  declaring  that  the 
mark  of  silver  should  be  worth  82^  livres.  To  stop  the  run  on 
the  bank,  they  ordered  its  payments  to  be  suspended. 

And  when  9,000  livres  in  paper  would  purchase  only  82^  in 
silver,  an  arret  was  issued  prohibiting  any  person  from  refusing  to 
take  the  notes  at  par,  under  a penalty  of  double  the  value  of  the 
notes  refused.  Under  a similar  forfeiture,  all  persons  were  com- 
manded to  bring  back  whatever  funds  they  had  exported,  and 
forbidden  to  make  any  investments  in  foreign  securities.  All  per- 
sons were  forbidden  to  meet  together,  and  soldiers  were  employed 
to  prevent  and  disperse  all  assemblies  of  merchants  and  brokers. 
And  when  it  was  found  that  confidence  could  not  be  restored  by 
forbidding  people  to  communicate  their  fears,  and  that  the  credit 
of  the  notes  was  irretrievable,  the  transaction  was  wound  up  by 
the  arret  of  the  10th  of  October,  1720,  which,  after  providing, 
not  for  the  payment,  but  for  the  investment  at  a very  low  inter- 
est of  the  outstanding  notes,  declared  that  after  the  1st  of  De- 
cember following  they  should  have  no  value. 

Such,  in  substance,  is  Mr.  Senior’s  account  of  the  first  great 
European  trial  of  paper  money.  For  the  failure  of  the  experiment 
John  Law’s  memory  will  always  be  held  in  disrepute.  Still  it 
does  not  appear  that  he  alone  was  to  blame.  Neither  was  his 
“system”  wholly  chargeable  with  the  evil  which  to  such  a pro- 
digious extent  resulted  from  the  financial  legislation  of  the  French 
Government  in  1719  and  1720.  The  fatal  errors  of  Law’s  system 
were  two.  First,  he  held  that  paper  money,  if  it  rested,  on  any 
basis  of  solid  wealth  besides  coin,  was  just  as  sound  and  as  firmly 
established  as  if  it  were  represented  by  specie  in  the  vaults  'of  the 
issuer.  Secondly,  he  believed  that  the  act  of  the  Government 
could  give  the  potency  and  value  of  money  to  paper  which  had 
pot  the  support  of  coin,  or  of  any  other  available  value  with  which 
it  could  be  redeemed.  It  had  been  well  if  these  errors,  which 
were  so  disastrous  to  France  in  the  beginning  of  the  eighteenth 
century,  had  ceased  to  operate  with  Law’s  discomfiture. 
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It  has  often  been  affirmed  as  one  of  the  consequences  of  t 
recent  war  finance  of  the  French  Government,  that  the  depos 
of  the  savings  banks  of  France  had  shown  a notable  diminuti 
since  the  last  loan.  The  reason  assigned  was  not  distrust 
panic,  such  as  have  sometimes  caused  a run  on  our  savings  ban 
in  this  country.  On  the  contrary,  the  depositors  have,  it  seen 
withdrawn  their  money  from  the  savings  banks  in  order  to  inve 
it  in  Government  securities  or  rentes . 

The  condition  of  the  savings  institutions  of  France  has  a] 
received  considerable  elucidation  from  the  labors  of  an  al 
economist,  M.  de  Malarce,  who  has  lately  been  urging  in  t 
Economisle  Franfais  and  the  Revue  des  Deux  Monde s the  nec< 
sity  for  affording  to  the  working  classes  in  France  the  same  faci 
ties  for  placing  at  interest  and  in  security  their  small  savings 
exist  in  England,  Austria,  and  other  countries.  M.  de  Malai 
writes  with  the  more  authority  on  this  subject  because  he  has  b 
opportunities  of  studying  the  working  of  those  institutions  in  Ei 
land,  Austria,  and  Belgium,  during  recent  missions  with  which 
was  charged  by  the  French  Government  for  that  purpose,  j 
though  the  French  people  are  among  the  most  provident 
Europe,  the  amount  of  the  money  held  by  the  savings  banks 
France  has  never  exceeded,  even  before  the  war,  720  millions 
francs,  and  it  has  now  fallen  to  540  millions,  while  the  sum  h 
by  the  savings  banks  in  England  is  1,490  millions,  and  in  Aust 
1,510  millions.  The  amount  per  head  of  the  population,  M. 
Malarce  reports  at  41  f.  in  Austria,  46  f.  in  England,  and  at  t 
moment  i5f.  only  in  France. 

One  cause  of  this  inferiority  he  ascribes  to  the  small  nu 
ber  of  the  banks  in  France.  While  there  are  in  England  m< 
than  5,000  savings  banks,  postal  or  private,  France,  with  a larj 
population,  has  only  1,142  offices,  branches  included.  There  1 
still  1,775  towns  in  France  without  any  kind  of  savings  ban! 
and  of  the  34,039  rural  communes  170  only  are  provided  w 
them.  The  next  reason  for  the  small  amount  of  these  savings 
the  reduction  of  the  maximum  sum  that  can  stand  in  the  nai 
of  each  depositor.  By  a law  passed  in  1835  the  maximum  v 
raised  to  3,000  f.,  and  the  institution  of  the  savings  banks  acquii 
such  a rapid  development  that  the  deposits  in  ten  years  increas 
from  35  millions  to  393  millions.  The  Government,  in  184 
however,  instead  of  manifesting  satisfaction  at  the  success  of  t 
measure,  became  alarmed  at  the  prospect  of  having  to  reimbir 
such  a sum  at  a moment  of  political  crisis,  and  the  maximi 
was  in  consequence  again  reduced  to  1,500  f.  The  crash  came 
1848,  when  most  of  the  savings  banks  were  forced  to  suspe 
their  payments,  and  even  to  wind  up  their  affairs.  The  doctri 
that  the  savings  banks  were  an  embarrassment  for  the  Govemme 
and  a risk  to  the  depositor,  seemed  to  have  been  demonstrate 
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and,  instead  of  endeavoring  to  reform  the  legislation,  a further  re- 
striction was  placed  on  the  working  of  the  institution,  and  by  a 
law  of  1851  the  maximum  of  each  depositor  was  reduced  to 
1,000  f.  M.  Thiers,  in  his  report  on  the  subject  issued  in  1850, 
had  pointed  out  the  danger' very  clearly:  “To  promise  always  to 
re-imburse  on  demand  deposits  on  which  an  interest  is  paid,  and 
which  the  Government  is  forced  to  turn  to  account  is,”  he  re- 
marked, “to  promise  what  is  impossible,  and  to  expose  the  State 
to  being  unable  to  fulfill  its  engagement.”  In  many  countries  of 
Europe,  and  in  Austria  especially,  the  rules  of  the  savings  banks 
contain  a modification  of  the  safety  clause  adopted  in  the  United 
States,  fixing  the  sum  to  which  the  banks  may  limit  their  re-im- 
bursements  on  demand,  and  the  graduated  terms  for  the  repay- 
ment of  larger  sums,  so  that  .the  savings  banks  are  not  exposed  to 
the  embarrassment  of  having  to  call  in  at  short  notice  large  sums 
of  money  placed  out  at  interest.  In  ordinary  times  all  sums  are 
repaid  on  demand,  and  it  is  only  in  moments  of  crisis  that  they 
restrict  their  payments  to  the  conditions  of  their  contracts.  Under 
that  protection  the  savings  banks  in  Austria  were  able  to  pass 
unscathed  through  the  great  financial  crises  of  1848,  1866,  and 
1873.  It  is  in  that  sense  that  it  is  now  proposed  to  modify  the 
legislation  on  the  savings  banks  in  France. 

A bill  in  which  most  of  the  recommendations  of  M.  de  Malarce 
were  adopted,  was  presented  to  the  National  Assembly  in  August, 
1872,  by  several  deputies,  one  of  whom  was  the  present  Minister 
of  the  Interior.  It  was  perfected  by  a special  committee,  and  will 
be  acted  upon  during  the  coming  session.  So  far  as  may  be 
judged  from  the  conclusions  of  the  committee,  the  bill  will  con- 
tain provisions,  to  authorize  the  Minister  of  Finance  to  employ 
die  receivers  of  taxes  and  the  post-offices  as  agents  for  the  savings 
banks;  to  increase  the  maximum  to  3,000 f.;  to  permit  minors 
from  the  age  of  12  years,  and  married  women  to  open  accounts 
and  withdraw  deposits;  to  confer  on  the  State  the  right,  by  a 
decree  of  the  President  of  the  Republic,  drawn  up  in  a Council 
of  Ministers,  in  urgent  cases,  to  only  re-imburse  the  deposits  by 
installments  and  at  stated  intervals,  provided  that  the  installments 
be  not  less  than  100  f.  per  month  for  each  depositor;  and  to  ap- 
point a general  Commission  of  Savings  Banks,  presided  over  by 
the  Minister  of  Commerce,  to  advise  the  Government  on  all  mat- 
ters connected  with  the  working  of  the  savings  banks,  and  which 
would  be  composed  of  Deputies,  Regents  of  the  Bank  of  France, 
members  of  the  Chamber  and  Tribunal  of  Commerce,  Directors  of 
the  Paris  Savings  Bank,  and  other  prominent  persons. 

Several  things  may  be  instructive  to  the  American  reader  in 
these  propositions.  We  may  at  first  well  be  surprised  that  the  gen- 
eral Government  should  be  expected  to  take  so  much  more  pro- 
minent a part  than  would  be  needful  in  this  country  in  the  task 
of  managing  the  savings  bank  system.  But  this  is  only  an 
instance  of  the  high  administrative  centralization  of  the  French 
Government.  Secondly,  we  may  wonder  what  the  people  have 
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heretofore  done  with  the  major  part  of  their  savings,  and  how  the] 
have  contrived  to  find  a substitute  for  the  savings  banks,  whicl 
in  this  country,  as  in  England  and  on  the  continent,  retain  an( 
aid  the  accumulation  of  so  important  a part  of  the  national  capi 
tal.  One  answer  to  this  latter  difficulty  is,  that  with  the  Frencl 
people  the  investment  of  savings  in  their  real  estate  supplies  fh 
pi  ace  of  a savings  bank;  and,  secondly,  a very  large  portion  c 
the  people  have  money  invested  in  business  or  in  rentes.  Stii 
these  expedients  will  not  suffice  to  perform  more  than  a ver 
small  part  of  the  functions  of  savings  banks  in  promoting  an< 
fostering  the  growth  of  the  national  wealth.  For  as  is  well  known 
it  is  a principle  of  economic  science  that  capital  has  a tendenc; 
to  increase  in  proportion  as  safe  means  of  investment  at  a fai 
rate  of  interest  can  be  provided  and  made  easy  of  access  to  th 
body  of  the  people. 

It  is  true  that  in  France,  as  in  other  countries,  there  would  b 
adequate  motives  for  a certain  amount  of  saving,  even  if  capiti 
yielded  no  profit.  There  would  be  an  inducement  to  lay  by  i 
good  times  a provision  for  bad;  to  reserve  something  for  sicknei 
and  infirmity,  or  as  a means  of  leisure  and  independence  in  tf 
latter  part  of  life,  or  a help  to  children  in  the  outset  of  it.  Sa 
ings,  however,  which  have  only  these  ends  in  view  have  not  muc 
tendency  to  increase  the  surplus  capital  already  in  existenc 
These  motives  only  prompt  each  person  to  save  at  one  period 
life  what  he  purposes  to  consume  at  another,  or  what  will  1 
< onsumed  by  his  children  before  they  can  completely  provide  f 
themselves.  There  are  always  some  persons  in  whom  the  effecti1 
desire  of  accumulation  is  above  the  average,  and  to  jvhom  le 
than  the  ordinary  minimum  rate  of  profit  is  a sufficient  induceme 
to  save;  but  these  merely  step  into  the  place  of  others  who 
taste  for  expense  and  indulgence  is  beyond  the  average,  and  wh 
instead  of  saving,  perhaps  even  dissipate  what  they  have  receive 

The  hope  of  elevating  one’s  condition  in  the  world  tends  mo 
effectually  to  increase  the  national  wealth  in  proportion  as 
atfects  a larger  number  of  the  people.  In  France  the  bulk  of  tl 
population  are  poor,  their  daily  income  hardly  sufficing  to  buy  th< 
daily  bread.  Their  savings,  if  it  is  possible  for  them  to  make  an 
must  be  in  very  small  sums;  and  the  inducement  for  them  to  1 
frugal  must  depend  on  the  possibility  of  immediately  investing  su< 
small  sums  to  advantage.  One  of  the  great  improvements  of  mo 
cm  civilization  consists  in  the  means  afforded,  the  machinery  coi 
t rived,  for  collecting  these  driblets  of  wealth,  and  bringing  the 
together  into  large  reservoirs,  whence  they  issue  in  abundai 
streams,  giving  efficiency  and  fertility  to  labor  throughout  the  lan 
1 he  water  which  falls  in  drops  upon  the  desert  sinks  through  tl 
sand,  and  leaves  the  ground  arid  and  barren  as  before ; but  wh< 
collected  in  great  tanks  and  cisterns  it  turns  some  portion  of  th; 
desert  into  a garden.  A century  or  two  ago,  if  the  laboring  pa 
of  the  population  made  any  savings,  they  were  in  the  form  of  li 
tie  hoards  of  silver  or  gold,  hid  in  an  old  stocking,  or  buried  i 
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the  ground.  But  because  the  money  thus  stored  was  unproductive, 
and  yielded  no  interest,  and  because  it  was  always  on  hand  when 
the  owner  was  for  a moment  tempted  to  some  indulgence  and 
consequent  expense,  the  number  and  amount  of  such  hoards  were 
always  small.  Now,  through  the  multiplication  of  the  branches  of 
retail  trade  and  the  lesser  mechanic  arts,  and  through  joint-stock 
corporations  and  savings  banks,  the  first  one-dollar  bill  which  the 
laboring  man  or  woman  saves  from  the  month’s  wages  is  profita- 
bly invested,  and,  by  the  end  of  the  year,  is  increased  by  the 
twentieth  part  of  itself.  When  this  saving  has  reached  a very 
moderate  amount,  it  can  be  made  to  accumulate  at  compound 
interest,  and  thus  to  double  itself  in  twelve  years.  In  many  cases, 
it  soon  comes  to  be  used  by  the  owner  himself  as  capital ; that  is, 
it  is  invested  in  the  purchase  of  tools  or  machinery,  or  a small  stock 
in  trade;  and  it  may  then  accumulate  at  the  rate  of  ten  or  twelve 
per  cent  a year, — that  is,  it  may,  double  itself  every  six  or  seven 
years. 

In  the  United  States,  even  more  than  in  England  or  France,  we 
may  venture  to  affirm  that  at  least  one-half  of  those  who  are  usually 
called  wealthy  men,  have  begun  with  small  savings  and  have  obtained 
their  wealth  very  nearly  in  the  manner,  or  through  the  process,  just 
described.  This  leads  us  to  perceive  that  the  aggregate  of  the 
small  savings  made  by  the  bulk  of  the  population,  who  have  very 
small  means,  may  constitute,  and  in  this  country  actually  does 
constitute,  a larger  annual  addition  to  the  whole  amount  of 
national  capital,  than  the  sum  of  the  much  larger  savings  made 
by  the  few  who  are  usually  considered  as  capitalists.  The  customs 
of  society,  in  some  countries  require  the  style  and  expensiveness  of 
living  to  come  much  nearer  to  the  individual’s  whole  income  than 
is  usual  in  France,  so  that  most  of  the  owners  of  landed  estate 
who  have  the  largest  incomes,  do  not  make  any  savings  at  all, 
and  may  even  run  in  debt,  or  encroach  upon  their  capital. 

The  French  savings  bank  system  dates  its  origin  from  the  year 
1818.  But  for  the  first  twenty  years  of  its  existence  it  made  very 
slow  progress.  During  the  reign  of  Louis  Philippe  the  material 
interests  of  France  and  the  growth  of  its  productive  industry 
received  an  active  impulse,  and  the  savings  banks  soon  showed  a 
rapid  increase.  They  are  founded  on  a crude  system,  however, 

and  many  plans  have  been  at  various  times  proposed  for  their 
re-organization.  One  of  the  best  is  that  offered  by  M.  Wolowski 

in  1846.  He  proposed  that  a large  part  of  savings  bank  deposits 

should  be  loaned  on  real  estate,  and  that  the  danger  of  a run  on 
the  savings  institutions  should  be  obviated  by  the  bank  retaining 
the  option  of  requiring  notice  prior  to  the  withdrawal  of  money 
by  depositors.  His  suggestions  have  not  yet  been  adopted  in 

France;  but  in  the  United  States,  and  in  other  countries  where 
they  have  been  put  in  practice,  they  are  found  conducive  both  to 
the  stability  and  usefulness  of  savings  institutions,  which,  as  M. 
Lamartine  says,  are  among  the  most  powerful  means  of  stimu- 
lating thrift  and  other  good  qualities  of  citizenship  among  the 
masses  of  the  people. 
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MR.  BLAINE  ON  MUNICIPAL,  STATE  AND  COUNT 

DEBTS. 

Some  of  the  most  popular  financial  topics  which  have  be 
mooted  since  the  panic  of  last  year,  arise  out  of  the  validity,  tl 
amount,  and  the  expediency  of  the  local  indebtedness  which  h 
been  created  since  the  war,  for  the  construction  of  railroads  ai 
for  other  purposes.  Several  of  these  questions  were  elucidated  wii 
earnestness  by  the  Hon.  James  G.  Blaine,  in  his  address  befoi 
the  Northern  Wisconsin  Agricultural  Association  at  Oshkosh  < 
the  first  of  October.  After  a brief  sketch  of  the  history  of  i 
funding  system  in  Europe  and  in  this  country,  he  said  he  won 
leave  the  consideration  of  our  national  debt  as  an  obligation  n 
within  the  limits  of  the  present  discussion,  except  generally  ai 
with  a view  to  contrive  the  best  and  most  honorable  means 
reducing  and  discharging  it.  He  would  invite  attention  to  the 
less  observed  but  even  more  burdensome  forms  of  obligation  c< 
tracted  by  States,  counties,  cities,  and  smaller  municipalities,  a 
contracted  oftentimes  with  an  extravagance  and  prodigality  tl 
seem  to  invite  calamity.  In  reflecting  on  this  subject,  it  would 
observed  at  the  very  outset  that  our  form  and  framework  of  g< 
emment  give  extraordinary  opportunities  for  the  Use  of  put 
credit.  We  have  first  the  General  Government,  which  borre 
on  the  faith  of  the  nation;  next  the  State  Government,  wh 
borrows  on  the  faith  of  the  State ; next  the  county,  which  b 
rows  on  the  faith  of  the  county;  next  the  city  or  town,  wh 
borrows  on  the  faith  of  municipal  credit.  Now,  when  this  wh 
series  of  credits,  four  in  number,  are  used  as  they  so  often  a 
nay,  used  almost  everywhere,  the  quadruplicate  burden  falls  hea^ 
on  the  shoulders  of  the  people.  The  four  taxes  operate  at  last 
the  same  ’man,  and  each  piece  of  property  in  some  way  cond 
utes  its  share  towards  satisfying  the  demand.  He  did  not  th 
that  any  other  nation  could  be  found  in  which  the  power  to  o 
tract  debt  had  been  so  extended  as  with  us;  in  which  the  sa 
communities  might  be  made  to  assume  public  obligations  in 
many  relations,  and  each  one  operating  for  the  time  in  a sot 
what  independent  sphere.  The  tendency  of  each  is  to  enlar 
regardless  of  the  dimensions  and  demands  of  the  others.  Wl 
the  city  is  pledging  its  credit,  it  seems  to  forget  that  a heavy  d 
is  already  upon  the  county  of  which  it  forms  an  integral  part;  1 
county  freely  incurs  debt  without  apparently  remembering  tl 
every  estate  in  it  is  already  encumbered  by  a direct  tax  to  f 
the  interest  on  a debt  of  the  State;  and  the  State  too  often  mal 
lavish  use  of  its  credit  without  pausing  to  reflect  that  every  c 
of  its  citizens  is  already  burdened  by  the  tax  which  he  is  payi 
to  liquidate  the  debt  of  the  nation.  And  when  in  the  end  nati< 
and  State,  and  county,  and  city  have  each  and  all  imposed  th 
burdens,  the  citizen  finds  that  while  the  tax  is  increased  fourfo 
the  property  to  meet  it  has  not  experienced  a similar  developmt 


Digitized  by  LjOOQle 


1*74-]  MR.  BLAINE  ON  MUNICIPAL  AND  OTHER  DEBTS.  357 

and  growth.  Our  power  in  this  country  to  cumulate  fiscal  burdens 
may  certainly  be  regarded  as  peculiar  to  ourselves. 

There  are  in  the  United  States  sixteen  cities  having  each  a 
population  exceeding  one  hundred  thousand,  and  an  aggregate 
population  of  four  and  a half  millions.  Each  is  a city  with  special 
advantages  which  cannot  be  taken  from  it;  each,  in  the  language 
of  the  day,  has  a large  future;  each  has  abundant  wealth  and  still 
larger  prospective  resources.  They  embrace,  when  taken  collect- 
ively, the  trade  of  Atlantic  and  Pacific,  of  gulf  and  lake  coasts, 
besides  all  the  great  interior  rivers  of  the  continent  and  the  con- 
verging traffic  of  thousands  of  miles  of  railway.  Surely,  one 
would  think  that  each  might  bide  its  time  and  patiently  await  its 
well-assured  prosperity  without  being  compelled  to  borrow  largely, 
in  some  cases  almost  recklessly,  of  the  future.  And  yet,  taking 
these  sixteen  cities  together,  we  find  their  municipal  debts  amount 
to  $ 350,000,000,  being  $ 80  per  capita  for  their  entire  population, 
and  presenting  in  the  aggregate  an  amount  which  prior  to  our 
war  experience  would  have  been  considered  a large  burden  for  the 
nation.  It  would  be  a gross  injustice,  however,  to  leave  the  in- 
ference that  the  average  debt  of  these  cities  is  over  twenty  mil- 
lions of  dollars,  for,  indeed,  a single  city,  the  commercial  metrop- 
olis of  the  nation,  presents  a debt  embracing  nearly  one-third  of 
the  entire  amount,  while  several  of  the  cities  on  the  list  have 
debts  of  comparatively  insignificant  proportions. 

The  class  of  cities  next  in  size  to  those  just  referred  to,  those 
having  each  a population  exceeding  fifty  thousand  and  less  than 
one  hundred  thousand,  are  twelve  in  number — having  an  aggregate 
population  of  about  seven  hundred  and  fifty  thousand.  Their  to- 
tal debt  does  not  exceed  $ 30,000,000,  which  gives  about  $ 40  per 
capita  for  the  whole  list.  Taking  the  next  class  of  cities,  having 
each  a population  exceeding  twenty  thousand  and  less  than  fifty 
thousand,  there  are  in  all  some  fifty-three  in  the  United  States, 
with  a total  population  of  something  over  a million  and  a half. 
Their  total  debt  cannot  be  less  than  $ 75,000,000,  or  $ 50  per 
capita.  As  to  the  cities  and  towns  throughout  the  United  States 
having  populations  between  ten  and  twenty  thousand  each,  they 
comprise  in  all  one  hundred  and  five  cities  and  towns,  whose  ag- 
gregate population  amounts  to  nearly  1,400,000,  and  whose  aggre- 
gate debt  is  somewhat  over  $ 35,000,000,  or  about  $22  per  capita 
for  the  whole.  Adding  these  four  classes  together,  it  presents  a 
table  which  embraces  the  cities  and  towns  of  the  United  States 
having  over  ten  thousand  inhabitants  each — of  which  there  are  in 
all  one  hundred  and  eighty-six,  with  an  aggregate  population  ex- 
ceeding seven  millions,  and  a total  municipal  debt  of  about 
$490,000,000.  The  towns  having  less  than  10,000  inhabitants 
each  may  be  estimated  as  having  an  aggregate  indebtedness  of 
about  $80,000,000 — making  the  total  municipal  debt  of  the  coun- 
try about  $ 570,000,000.  Added  to  these  municipal  debts  proper, 
we  find  the  county  debts  of  the  entire  country  amounting  to  about 
$ 180,000,000,  and  the  State  debts  to  about  $ 300,000,000— making 
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a grand  aggregate  of  $ 1,140,000,000  of  public  debt  of  State 
counties,  cities  and  towns. 

Mr.  Blaine’s  total  is  nearly  $ 300,000,000  greater  than  that  < 
the  Census  of  1870.  The  addition,  he  explained,  “has  not  bee 
made  within  the  four  succeeding  years ; but  a part  is  due,  I thin 
to  incomplete  returns  made  to  the  Census  officials.  I have  bee 
at  some  pains,  by  original  investigation  and  inquiry,  to  get  at  tl 
aggregates  of  State,  county,  and  municipal  indebtedness,  and  whi 
I do  not  assume  to  give  details  or  vouch  for  absolute  accurac; 
I think  the  totals  I have  given  may  well  be  taken  as  approximal 
reliable  statements.  The  difficulty  in  attaining  perfect  exactness  < 
statement  results  from  the  imperfect  manner  in  which  statistics  a 
gathered  in  the  several  States.  I have  found,  indeed,  very  fe 
States  where  the  State  officers  were  authorized  by  law  to  ke< 
anything  of  record  in  regard  to  debt  except  the  direct  obligatio 
of  the  State.  In  Massachusetts,  where  great  attention  is  paid 
accuracy  of  statistics,  I have  been  enabled  to  get  precise  inform 
tion,  and  the  entire  footing  of  that  commonwealth,  of  Sta 
county,  and  municipal  debts,  shows  a grand  total  of  $ 97,500,0c 
subject  to  a sinking  fund  deduction  of  $11,000,000  — leavi 
$86,500,000  as  the  net  debt  of  that  State.  A very  large  burd 
it  would  seem — and  yet  such  is  the  wealth  of  the  State  that  t 
entire  debt  does  not  constitute  more  than  four  per  cent,  of 
valuation,  and  probably  not  two  and  a half  per  cent,  of  its  acti 
wealth. 

“ The  State  debts  in  many  instances,  both  in  the  former  and  1 
latter  times,  have  been  contracted  without  due  caution,  and  ai 
natural  consequence  the  money  realized  from  borrowing  has  b t 
oftentimes  expended  with  an  extravagance  which  would  hardly 
tolerated  in  the  disbursement  of  moneys  raised  by  current  taxati 
I venture  the  assertion,  based  on  some  scrutiny  into  the  facts,  tl 
taking  the  aggregate  of  State  debts  as  they  stand  to-day,  th 
has  not  been  realized  on  the  average,  fifty  cents  of  palpable,  p 
manent  value  for  each  dollar  raised  and  expended.  In  some  ca 
the  improvidence  has  led  to  even  worse  results  than  this.  I 
glad,  however,  to  be  able  to  congratulate  the  proud  and  prosp 
ous  commonwealth  whose  citizens  I now  address,  on  the  fact  t 
their  debt  is  very  small  and  is  rapidly  decreasing,  and  that 
consequence  thereof  you  can  realize  to  yourselves,  and  assure 
those  who  may  cast  in  their  lot  with  you,  that  an  inexpens 
Government  and  light  taxation  are  your  comforting  prospects 
the  future.  And  what  is  true  of  your  State  is  no  less  true 
your  sister  States  of  this  great  section.  Taking  the  seven  gr 
States  of  the  North-west,  and  with  an  aggregate  population 
more  than  eleven  millions,  and  property  worth  over  $ 8,000,000,0 
their  combined  State  debts  are  less  than  $ 25,000,000.  Had  th 
great  commonwealths  exercised  as  prudent  a care  against  cou] 
and  municipal  debt,  they  would  present  to-day  the  most  flatten 
balance-sheet  of  any  civilized  communities  on  the  face  of  1 
globe. 

“ In  regard  to  the  aggregate  municipal  debt  of  the  country,  it 
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not,  of  course,  to  be  inferred  that  it  could  all  have  been  wisely 
avoided.  Credit,  prudently  used  and  safely  guarded,  is  one  of  the 
great  engines  of  modem  civilization  and  advancement.  With  mu- 
nicipal governments  its  use  at  times  seems  imperatively  demanded. 
But  I think  our  cities  have  been  too  ready  to  draw  on  the  future^ 
Expensive  municipal  buildings,  loans  of  credit  to  outside  enterprises, 
not  needed  and  often  visionary,  have  led  in  some  large  cities 
to  a growth  of  debt  for  which  there  is  no  corresponding  return 
and  no  adequate  advantage. 

“Another  evil  results  from  the  facility  which  such  debts  give  to 
the  capitalist  for  a ready,  safe,  and  profitable  investment  of  his 
surplus,  thus  saving  him  from  the  trouble,  and  depriving  the  com- 
munity of  his  embarking  in  some  active  business.  It  is  a matter 
of  serious  consideration  whether  these  large  municipal  loans  have 
not  had  a prejudicial  effect  on  the  price  of  money — tending  con- 
tinually to  create  stringency  in  the  money  market  and  raise  the 
rate  of  interest  to  the  borrower  and  the  business  man.  There  is 
a loud  outcry  in  all  quarters  against  the  high  rates  charged  for 
money,  and  yet  if  States  and  great  cities  will  flood  the  markets 
with  their  obligations  at  seven  per  cent.,  and  oftentimes  at  a 
higher  rate  of  interest,  how  can  any  borrower  on  mere  individual 
credit  expect  or  hope  to  negotiate  loans  at  the  old-fashioned  six 
per  cent,  rate,  which  in  so  many  sections  of  the  country  was  for- 
merly the  rule? 

“ If,  then,  we  have  not  exercised  sufficient  care  and  circumspec- 
tion in  regard  to  incurring  State,  county,  and  municipal  debt  in 
the  past,  what  is  the  remedy  ? I answer,  first  and  foremost,  an 
awakened,  active,  well-balanced  judgment,  which  will  suggest,  de- 
mand, and  enforce  a wise  caution  and  conservative  course  on  this 
subject  I have  no  patent  remedy  to  propose,  and  yet  I venture 
to  suggest  that  the  Legislatures  of  many  States  have  altogether 
too  large  a power  to  create  debt  without  referring  the  subject  to 
the  people  for  their  primary  consideration.  ...  It  might  also 
be  a wise  and  salutary  provision  to  define  in  State  constitutions 
the  precise  ends  for  which  municipal  credit  should  be  used — 
limiting  those  uses  to  proper  and  restricted  objects,  and  forbid- 
ding in  any  event  the  creation  of  a debt  beyond  a specified  per- 
centage of  the  official  valuation  of  the  city  or  town;  providing 
at  the  same  time  a judicious  safeguard  against  the  overlapping 
of  county  debts,  so  that  while  the  town  was  guarding  its  credit 
with  care  it  should  not  be  involved  in  the  embarrassment  caused 
by  an  extravagant  extension  of  the  credit  of  the  county.  And 
finally,  as  a governing  principle,  it  would  be  well  to  apply  to  all 
State,  county,  and  municipal  debts,  the  wise  precaution  contained 
in  that  famous  and  well-remembered  rule  laid  down  by  Mr.  Jeffer- 
son as  the  basis  of  all  sound  national  credit: 

“‘Never  borrow  a dollar  without  laying  a tax  at  the  same  in- 
stant for  paying  the  interest  annually,  and  the  principal  within  a 
given  term;  and  consider  that  tax  as  pledged  to  the  creditors  on 
the  public  faith.  On  such  a pledge  as  this,  sacredly  observed,  a 
Government  may  always  command,  on  a reasonable  interest,  all 
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the  lendable  money  of  its  citizens ; while  the  necessity  of  an 
equivalent  tax  is  a salutary  warning  to  them  and  their  constituents 
against  oppression,  bankruptcy,  and  its  inevitable  consequence- 
revolution.*  ** 

After  some  illustrations  of  this  point,  Mr.  Blaine  concluded  a 
follows : “ The  inquiry  is  pressed  home  to  us,  why,  in  view  of  ou 
enormous  income  and  earnings,  are  we  such  a borrowing  nation 
If  we  earn  and  receive  more  each  year  than  Great  Britain,  o 
France,  or  the  German  Empire,  why  ‘are  we  borrowers  fron 
them  ? Why  do  they  and  not  we  hold  the  bulk  of  our  nationa 

securities,  besides  so  vast  a proportion  of  State  loans  and  railway 
indebtedness  ? The  question  is  a serious  one,  but  the  answer  i 
easy.  It  is  simply  because  we  spend  more  lavishly  than  an 
other  nation  in  the  world.  Our  people  live  better  and  live  faste 
have  more  abundant  food  and  better'  clothing,  more  expense 
houses  and  furniture  and  outfit  and  equipage  than  those  of  ai 
other  nation  in  the  world.  So  that  with  all  our  enormous  incon 
we  save  far  less  than  some  European  nations,  whose  gross  annu 
receipts  are  far  below  ours.  But  if  for  a single  decade  * 
should  by  any  concert  of  action  live  on  as  economical  a scale 
this  country  as  they  do  in  the  most  favored  European  kingdon 
or  as  we  did  ourselves  only  twenty-five  years  ago.  we  shou 
save  enough  to  recall  every  American  stock  and  bond  from  t 
coffers  of  foreign  bankers,  and  should  pay  off  with  ease  our  ent 
national  debt,  or  at  least  have  it  held  among  our  own  peop 
which  in  itself  would  constitute  no  small  decrease  of  its  burd< 

“With  a population  so  widely  extended,  with  local  interests 
greatly  diversified  and  often  in  seeming  conflict,  it  is  not  to 
expected  that  so  great  a Government  as  ours  can  at  all  times 
administered  with  perfect  satisfaction  to  every  section  and  to  ev< 
citizen.  But  We  daily  grow  to  know  more  of  each  other,  anc 
am  sure  it  will  be  found  in  the  East  and  in  the  West,  in  1 
North  and  in  the  South,  that  the  more  intimately  they  become 
quainted  and  related,  the  better  they  will  like  each  other,  and  i 
less  will  appear  the  differences  that  sometimes  divide  them.  Ta 
and  currency,  internal  improvement  and  cheap  transportation, 
all  susceptible  of  fair  settlement  after  full  discussion ; and  in 
final  arbitrament  of  a wise  statesmanship  it  will  be  found  in 
gard  to  these  questions  and  all  others  of  like  magnitude,  that 
interest  of  one  section  is  the  interest  of  all,  and  that  the  m 
perfect  Union  which  our  fathers  sought  to  establish  will  be  fi 
and  finally  realized  when  each  section  is  unwilling  to  enjoy 
undue  advantage  over  any  other,  and  when  all  sections  axe  a 
ready  to  be  governed  in  what  they  ask  and  in  what  they  g 
in  what  they  demand  and  in  what  they  concede,  by  that  spiril 
patriotism  which  always  obeys  the  authority  of  principle,  ; 
always  yields  to  the  despotism  of  duty.” 


Digitized  by  CjOOQle 


,S74-J  bonamy  price  on  the  causation  of  panics. 


361 


BONAMY  PRICE  ON  THE  CAUSATION  OF  PANICS. 

At  the  request  of  the  Chamber  of  Commerce  Mr.  Bonamy  Price, 
the  Professor  of  Political  Economy  in  the  University  of  Oxford, 
England,  was  invited  to  address  the  Chamber  on  the  subject  of 
financial  crises.  Mr.  Price  has  occupied  for  the  full  term  of  five 
years  the  Chair  of  Political  Economy  at  Oxford.  He  is  well 
brown  as  a writer  on  financial  questions;  and  his  lectures  on  the 
currency  are  well  known  and  highly  appreciated  both  in  England 
and  in  this  country.  His*  address  was  extempore,  and  we  preserve 
his  language  and  colloquial  style  as  far  as  possible. 

After  a few  preliminary  observations,  Mr.  Price  said  the  question 
proposed  for  discussion  was  as  to  the  nature  and  causes  of  financial 
crises.  They  were  spasms  and  agonies  in  the  commercial  system. 
The  symptoms  of  a panic  are  disturbance  of  the  money  market, 
difficulty  of  obtaining  advances,  high  rates  of  discount,  great  firms 
in  danger,  who  is  sound  and  who  is  unsound  unknown,  whose 
money  is  safe  and  whose  is  unsafe  a matter  of  great  uncertainty. 
Just  as  it  was  seen  in  England  in  1866,  it  is  a time  when  those 
who  are  the  strongest  are  exposed  to  the  most  formidable  dangers. 
There  was  probably  no  institution  in  London  more  exposed  to 
peril  in  1866  than  the  great  London  and  Westminster  Bank,  the 
largest  in  England  and  one  of  the  ablest  conducted.  The  cause 
of  the  crisis  was  simply  alarm;  those  vast  bodies  of  people  who 
had  intrusted  funds  to  this  institution  got  into  a state  of  overpow- 
ering terror.  In  that  paroxysm  of  wild  terror,  all  rushed  for  their 
money,  every  body  catching  the  contagion,  which  became  more 
catching  because  it  was  unreasonable.  There  is  nothing  more 
irrational  than  alarm  which  has  no  definite  cause;  which  does 
not  know  what  it  goes  upon ; which,  therefore,  suspects  any  cause 
of  mischief  because  it  has  none  that  it  can  put  its  finger  upon. 
We  know  the  agonies  of  that  time.  We  know  that  the  greatest 
firms,  especially  old  banking  firms,  were  in  infinite  alarm.  We 
know  that  the  extent  to  which  the  evil  might  rage  was  absolutely 
uncertain,  and  we  know  and  have  seen  in  England,  that  the 
fathers  of  the  city,  the  great  bankers  and  wise  men,  sat  in  council 
all  night  and  asked  each  other  “ What  is  the  cure  ? ” But  a panic 
is  not  easily  cured  by  sitting  up  all  night. 

Some  would  say,  from  their  recurrence,  that  they  come  under 
some  physical  law;  are  a periodic' visitation  like  a comet  with  a 
decennial  period.  A ten-year  hurricane  is  given  by  some  as  a law 
of  the  money  market.  You  are  bound  to  be  ruined  every  ten 
years.  You  are  not  conscious  that  you  have  done  any  wrong, 
but  it  is  simply  a great  typhoon  raging  over  a great  number  of 
agitated  minds.  Is  this  so  ? Is  it  a law  of  business  that  amounts 
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to  a physical  law  ? If  so,  it  certainly  is  a most  extraordinary  ph< 
nomenon,  and  one  which  requires  very  much  bigger  proof  tha 
the  recurrence  of  panics.  There  would  be  a very  unpleasa 
result,  for  if  it  is  a law  inherent  in  business  there  is  no  remed 
We  cannot  cure  typhoons  and  equinoctial  gales.  If  they  are  tl 
law  of  the  money  market  you  must  reduce  your  sails,  stand  1 
your  helm,  and  you  may  possibly  get  off  with  the  loss  of  a mi 
or  two.  But  of  all  that  Mr.  Price  said  he  believed  nothing.  T 
cause  of  these  panics  can  be  stated,  and  when  you  know  the  dang 
and  the  cause  likely  to  disturb,  you  can  take  proper  precautior 

Now,  it  is  not  the  magnitude  of  the  loss  alone  which  constitui 
a crisis.  A bad  harvest  in  England  is  a loss  of  30,000,0c 
that  is,  in  such  a case  you  have  got  to  buy  or  purch; 
^30,000,000  worth  of  capital  twice  over.  You  have  so\ 
you  have  tilled,  you  have  put  the  manure  on  the  land,  but  l 
August  rain  comes  in,  the  com  is  not  matured,  and  you  h; 
got  to  live, — so  you  must  buy  it  from  the  stranger.  But  t 
produces  no  panic,  no  financial  agony.  It  is  a dead  loss 
calamity  sometimes  bigger  than  a calamity  in  the  money  n 
ket.  But  it  does  not  generate  a financial  storm.  The  sam< 
true  of  war.  War  is  the  most  destructive  thing  in  the  wc 
It  is  a deliberate  work  of  men  to  destroy;  they  destroy  fc 
clothing,  iron,  ships.  Nothing  destroys  like  war.  It  is  the  r 
uneconomical  thing  on  earth.  But  a war  does  not  neces si 
produce  a panic.  It  is  this  terrifying  fear  which  we  know  acc 
panies  a hurricane  in  London.  Very  well.  Again,  take  a co 
famine  in  England.  It  was  a terrific  loss  of  money.  The  pro< 
tion  of  wealth  in  those  districts  was  paralyzed  because  Ame 
had  no  cotton.  The  poor  men  had  no  wages.  All  that  vast 
paratus  of  capital  was  earning  nothing;  consuming,  buying, 
not  selling.  But  there  was  no  panic.  That  year  is  not 

merated  as  one  of  storm.  Therefore  we  don’t  get,  by  mere 
struction  alone,  into  a reign  of  panic.  Then  again  there  is  anc 
curious  thing  to  be  observed.  The  typhoon  has  this  chara 

that  it  whips  up  the  water  terrifically  in  a particular  spot,  but 
neighboring  waters  are  dead  calm.  During  the  whole  of  the 
in  1 866,  in  1847,  and  other  times,  when  money  charges  wei 
20,  when  people  could  not  get  advances  on  the  best  secur 

when  the  bank  had  to  say,  “ I can’t,  ” all  this  time  the  marke 

advancing  money  on  agriculture,  to  squires  and  country  gentle 
was  so  that  they  could  get  all  they  wanted  at  4 per  cent, 
is  absolutely  historical.  Therefore  these  convulsions  have  s 
thing  very  peculiar  about  them.  The  real  fury  of  the  stom 
its  national  importance  as  well  as  in  its  effect  on  individual 
its  bearing  upon  banks,  upon  discounts.  It  is  not  so  much 
pressure  of  high  rates,  though  that  is  bad  enough,  but  it  is 
impossibility  of  discount  which  constitutes  the  terrific  agitation 
loss  to  the  nation. 

Modem  trade  is  conducted  after  a peculiar  method.  In 
York,  as  in  England  and  everywhere  else,  business  is  carriec 
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with  other  people's  capital.  The  traders  are  not  the  people  who 
provide  the  capital  for  their  own  operations.  Some  they  do  pro- 
vide; the  bulk  certainly  not.  The  distinctive  peculiarity  of  mod- 
em trade  is  that  it  is  carried  on  by  bills,  and  bills  have  to  be 
discounted,  because  a bill  means,  “ I cannot  pay  to-day,  but  I 
will  pay  this  at  three  months.”  The  goods  are  given,  the  sale  is 
completed,  and  the  man  who  sells  holds  in  his  hand  a piece  of 
paper  which  says  that  after  three  months  he  will  have  his  money, 
but  not  before.  The  man  so  circumstanced  wants  to  go  on  with 
his  business,  which  he  cannot  do  if  he  has  to  wait  three  months 
for  his  funds  to  come  in.  How  are  his  workingmen  to  be  paid  or 
his  ships  and  cargoes  to  be  sent  away  ? That  is  done  by  dis- 
counting bills  at  the  banks.  The  national  strain  of  the  crisis  and 
its  chief  sting  and  danger  arise  from  its  action  upon  the  general 
trade  of  the  nation  by  paralyzing  the  discount  market.  This 
discounting  takes  place  in  banks,  and,  therefore,  we  now  see 
the  locality  of  the  storm.  It  is  somehow  or  other  connected  with 
banks. 

Banks,  Professor  Price  said,  were  peculiar  institutions.  He  had 
known  Directors  and  Governors  of  banks,  and  among  them  all  he 
had  found  but  one  who  could  answer  him  the  simple  question, 
“What  is  a bank,  and  what  does  a bank  deal  in?”  The  only 
banker  whom  he  had  found  to  answer  that  question  was  Mr.  Pol- 
lard, the  founder  of  the  great  London  Joint-Stock  Bank.  One  could 
readily  tell  what  a grocer  was  and  what  a fruiterer  was,  and  the 
articles  which  he  sold,  and  so  on  with  every  other  trader.  But 
when  it  came  to  a bank,  the  question  was  by  no  means  so  easily 
answered.  It  was  marvelous  that  in  this  nineteenth  century  such 
a great  profession  as  that  of  banking  should  be  without  a distinct 
definition.  It  was  needful  to  have  an  answer  to  the  question, 
“What  is  a bank,  and  in  what  does  it  deal?”  To  understand 
the  meaning  of  a crisis,  we  must  know  what  a bank  is.  Gentle- 
men would  possibly  say  that  a bank  dealt  in  money.  He  denied 
that  flatly.  Banking  is  not  an  affair  of  money.  He  wrote  in 
Frazer’s  Magazine , several  years  ago,  that  a bank  did  not  deal  in 
money  above  the  proportion  of  one  part  to  thirty  of  its  business. 
In  order  to  have  this  proposition  perfectly  understood,  he  wished 
the  gentlemen  present  to  understand  what  money  was.  What,  he 
asked,  was  money  ? Stamped  coin  was  the  only  true  money,  but 
nevertheless  he  was  willing  to  include  the  bank-note  as  money; 
although  it  was  not  so  in  a scientific  sense.  A bank-note  was  not 
money,  for  the  reason  that  it  merely  promised  to  give  a thing, 
but  was  not  the  thing  itself.  Therefore,  all  who  tendered  a bank- 
note merely  said , “ I will  give  you  money  when  you  ask  for  it, 
or  when  it  is  convenient  for  me  to  give  it.”  Still,  he  was  willing 
to  concede  that  bank-notes  might  be  taken  as  belonging  to  the 
category  of  money,  although  scientifically  it  was  not  so.  Papers 
vere  merely  written  evidence  to  send  the  Sheriff  after  a man  if 
be  did  not  find  coin  to  the  amount  stipulated  by  them.  What, 
then,  was  it  that  distinguished  a bank-note,  so  that  in  a second- 
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ary  sense  it  might  be  regarded  as  money  ? What  was  it  that  <! 
tinguished  it  from  checks,  bills,  and  the  like,  to  which  he  den 
the  possibility  of  giving  the  title  of  money?  It  was  this — 
anonymous  character  of  the  bank-note.  If  he  sold  his  horse 
a fair  to  a stranger,  he  would  not  take  payment  in  the  shape 
a check  until  he  had  made  the  necessary  inquiries  concerning 
person  presenting  it. 

To  prove  that  a bank  did  not  deal  in  money  above  the  pro{ 
tion  of  one  part  in  thirty  of  its  business,  Sir  John  Lubbock, 
the  banking  house  of  Robarts  & Co.,  made  an  examination 
actual  transactions  in  that  bank  to  the  amount  of  £ 19,000,1 
and  he  discovered  that  the  actual  cash  payments  were  but 
part  in  thirty-three,  and  that  of  actual  coin  there  was  only 
shillings  in  every  100  of  this  aggregate.  The  conclu 
which  he  therefore  arrived  at  was  that  banks  do  not 
in  money.  A bank  of  course  required  to  use  some  money, 
as  all  other  trades  did,  but  Sir  John  Lubbock’s  analysis,  ext 
ing  over  £ 19,000,000  worth  of  business,  showed  that  what 
used  both  in  cash  and  coin  was  only  one  part  in  thirty-three 
a fraction.  The  business  of  a bank,  he  said,  would  turn  1 
the  debts  to  be  collected  — the  pieces  of  paper  pusher 
upon  the  table  implying  that  Tom,  Dick,  or  Harry  owe 
and  so.  It  was  the  banker’s  business  to  collect  these  p 
of  paper  expressing  debts,  and  to  collect  the  debts.  1 
did  the  banker  do  ? Did  he  go  and  get  the  money  he 
entitled  to  on  these  pieces  of  paper?  No.  The  cotton 
had  lodged  with  him  £ 5,000  of  cotton  bills,  and  the  silk 
went  to  him  and  said  that  he  wanted  to  buy  silk ; that  hr 
security  which  was  not  at  the  present  moment  available ; 
in  fact,  he  did  not  wish  to  sell  the  securities  which  he 
The  banker  replied  that  he  knew  the  cotton  man  would  not 
on  his  bills  for  a month — he  might  draw'  at  any  time,  bi 
knew  from  his  habits  of  business  that  he  would  not  draw 
month — and  that,  therefore,  the  silk  man  might  buy  silk 
month.  How  then  did  the  banker  collect  the  cotton  man’s 
By  creating  a fresh  debt,  in  which  he  was  himself  the  1< 
At  the  Clearing-House,  at  twelve  o’clock,  there  was  a chec 
him  for  jQ  5,000  to  be  collected,  but  he  had  told  the  silk  m 
go  and  buy  silk  and  draw  upon  him,  and  accordingly  al 
same  hour  he  found  checks  for  jQ  4,000,  or,  as  they  brought 
ters  down  to  a much  finer  point,  it  might  be  for  the 
£ 5,000  standing  against  him.  Therefore,  the  process  th 
which  he  went  was  that  of  collecting  the  jQ  5,000  of  cottoi 
for  the  cotton  sale  and  lending  that  jQ  5,000  of  buying  pov 
the  dealer  in  silk. 

On  this  analysis  of  the  general  course  of  banking  bui 
Mr.  Price  defined  a bank  as  an  institution  for  the  trans 
debts.  Some  writers  with  good  reason  had  defined  a bank 
institution  for  the  transfer  of  credits,  but  he  considered  11 
better  to  describe  a banker  as  essentially  a broker,  an  in  term 
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agent  between  two  principals.  To  the  cotton  man  the  banker 
stood  in  this  relation.  The  cotton  man  gave  him  jQ  5,000  of 
bills  to  collect,  and  he  understood  from  his  ways  of  business  that 
be  would  have  that  £ 5,000  at  his  command  for  a month.  To 
the  silk  man  he  stood  in  the  relation  of  a creditor.  The  man 
who  sold  the  cotton  had  a purchasing  power,  and  he  said  to  the 
banker  that  he  did  not  want  to  buy  anything  for  a month.  He 
still  had  the  power  of  buying  5,000  of  any  goods;  but  that 
power  he  transferred  to  the  banker,  who  in  turn  transferred  to 
the  silk  man  the  money  that  came  from  the  bales  of  cotton.  It 
was  paid  for  in  silk,  the  only  meaning  of  the  word  “ selling  ” 
being  the  exchange  of  equal  goods.  The  banker  was  enabled  to 
buy,  or  to  permit  the  silk  man  to  buy  by  virtue  of  the  cotton 
bills,  and  he  was  himself  merely  the  intermediate  agency  who 
undertook  to  find  for  the  cotton  man  a person  who  would  use 
his  purchasing  power. 

From  this  demonstration  a tremendous  quantity  of  conclusions, 
Mr.  Price  said,  could  with  ease  be  deduced.  What,  however, 
came  to  us  with  the  greatest  force  was  the  exposure  of  the  in- 
credible delusion  which  infested  the  City  of  London,  which  infested 
every  newspaper,  and  which  permeated  every  branch  of  trade,  that 
banking  was  an  affair  of  money;  that  when  there  was  plenty  of 
money  there  was  a quantity  to  lend,  and  that  when  there  were  dis- 
orders they  were  in  the  currency,  and  that  from  currency  the  cure 
was  to  come.  This,  he  said,  was  believed  in  the  full  light  of  the 
nineteenth  century.  It  was  stated  by  Chancellors  of  the  Ex- 
chequer, men  of  great  culture,  with  the  utmost  gravity;  and  then, 
when  the  crisis  came,  the  Chancellor  was  asked  to  let  the  Bank 
of  England  issue  more  notes,  and  then  people  would  be  saved. 
Banking,  he  reiterated,  had  nothing  to  do  with  currency,  except 
in  respect  to  one  point,  which  he  could  not  then  refer  to  with  any 
degree  of  detail,  and  that  was  when  a bank  was  empowered  to 
issue  notes.  Then,  of  course,  to  the  extent  to  which  he  sold 
notes,  there  was  a resource  in  the  banker  to  lend  money  upon 
discount.  That  resource  was  gradually  becoming  more  limited, 
and  at  present  stood  at  about  ^15,000,000  in  the  Bank  of  Eng- 
land. Outside  of  this  single  relation,  banking  had  nothing  to  do 
with  currency.  It  was  true,  the  banker  was  obliged  to  pay  his 
debts  in  currency,  but  then  so  was  every  other  man.  What  was 
got  out  of  all  this  investigation  was  the  demonstration  that  it  is  in 
the  region  of  the  banks  that  we  must  chiefly  look  for  the  origin  and 
active  causes  of  all  the  typhoons  and  hurricanes  which  disturb  the 
money  market,  and  it  was  therefore  interesting  to  see  the  forces 
that  operated  in  the  ordinary  prosecution  of  a banker’s  legitimate 
business.  It  should  be  understood  that  it  was  not  the  three  parts 
which  represented  the  money  in  the  business  of  banking  which  so 
operated,  but  the  ninety-seven  other  things,  goods,  property,  stores 
of  all  kinds,  parted  with  and  given  away,  the  contract  being  ex- 
pressed on  pieces  of  paper  to  pay  the  money  on  demand,  or  at  a 
time  specified.  That  was  banking.  Therefore,  if  banking  was 
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abundant,  it  was  because  many  goods  had  been  sold,  and  i 
sellers  of  the  goods  did  not  want  to  buy  much.  Banking  ^ 
easy,  discount  was  low  in  proportion  as  men  had  given  away  sh 
loads  of  goods,  and  had  not  bought  in  the  same  proportion.  I 
when  it  was  the  other  way,  matters  ran  differently  with  the  bank 
When  the  farmer  had  lost  his  crops,  when  he  had  little  or 
wheat  to  sell,  when  he  had  many  things  to  buy,  when  he  pass 
no  balance  into  his  banker’s  hands,  but  possibly  was  obliged 
ask  his  banker  to  lend,  then  the  picture  was  reversed.  From 
facts  he  said,  banking  appeared  to  be  a brokerage  of  a certa 
kind  which  was  prosperous  as  people  sold,  and  did  not  want 
buy  up  to  the  extent  of  their  sales.  The  banking  system  did  1 
measure  its  purchasing  power  with  coin  and  bank-notes,  but  ^ 
the  ninety-seven  things  sold,  which  gave  the  great  power  of  le 
ing.  The  secret  of  prosperity  was  not  in  the  matter  of  curren 
but  in  the  great  quantity  of  transactions  between  sellers  and  t 
ers  in  the  ordinary  course  of  commerce  and  trade. 

As  to  other  causes  of  panics,  Mr.  Price  said  that  it  was  necesi 
for  him  to  go  back  again  to  the  silk  man  and  the  cotton  dea 
between  whom  the  action  of  the  banker  was  just  like  that  c 
dollar.  Suppose  that,  instead  of  lending  to  the  silk  man, 
bought  and  sold,  whose  business  went  on  regularly,  he 
^50,000  to  a gentleman  of  great  estate,  whose  land  was  cap 
of  great  improvement,  and  who  wanted  to  spend  the  money 
the  purpose  of  drainage.  This,  he  said,  was  a more  favor 
case,  so  far  as  panic  was  concerned,  than  the  case  in  which  b 
ers  themselves  speculated.  The  gentleman  went  to  work,  cai 
on  the  draining,  paid  laborers,  who  ate,  dfank,  and  wore 
clothes  out.  The  work  might  take  a couple  of  years,  and  all 
time  there  would  be  going  on  a great  destruction  of  proj 
which  was  not  reproduced.  The  silk  man  sold  his  silk  and  it 
reproduced,  but  here  was  a different  case  in  which  the  repro 
tion  came  about  at  best  by  slow  degrees.  If  they  were  to  se 
the  citizens  of  New  York  to  digging  holes  in  the  ground  and 
filling  them  up  again,  they  would  find  that  the  city  woulc 
starved  out  in  a year,  or  that  when  the  operation  had  com 
an  end  there  would  be  nothing  left.  The  results  of  the  drai 
would  come  about  in  ten  years,  but  meanwhile  there  woul< 
little  or  no  reproduction  of  capital.  If  instead  of  draining 
were  to  make  railways,  docks,  and  the  like,  then  they  woulc 
destroying  that  which  they  did  not  replace.  Poverty  meant 
there  were  no  goods  to  sell,  and  then  bankers  and  their  resoi 
failed,  because  sellers  failed.  Crises  were,  he  said,  the  consequ 
of  the  destruction  of  property  which  was  not  replaced,  and 
the  true  children  of  poverty,  and  were  never  more  fostered 
when  bankers  encouraged  enterprises  such  as  railways  and 
like,  which  were  most  useful  and  excellent  things  in  themsc 
but  which  would  not  replace  that  which  was  destroyed  for  tw 
or  perhaps  fifty  years. 

In  the  construction  of  railways  it  was  a fundamental  prin 
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that  such  great  public  works  might  be  constructed  without  danger 
of  panic,  provided  the  outlay  upon  them  did  not  exceed,  in  any 
year,  the  aggregate  of  the  national  savings.  It  was  true  that  to 
the  savings  of  the  year  you  might  add  the  accumulated  unspent 
savings  of  previous  years  and  invest  the  whele  in  railways  without 
producing  a panic.  But  if  this  amount  was  exceeded, — if  a nation 
spends  more  in  any  year  than  the  sum  indicated,  then  a panic  is 
liable  to  follow.  The  President  of  the  Chamber,  Mr.  Wm.  E. 
Dodge,  had  said  that  railways  in  this  country  had  been  made  so 
rapidly  because  of  the  belief  that  the  rich  lands  of  the  West  would 
be  very  productive  if  good  railroads  connected  them  with  a mar- 
ket. This  was  true.  But  if  the  savings  of  the  country  were  not 
adequate  to  the  construction  of  these  new  roads  the  principles  just 
expounded  wrould  show  that  trouble  must  inevitably  result.  A 
somewhat  desultory  conversation  followed,  at  the  close  of  which 
Mr.  Price  concluded  by  urging  .bankers  not  to  conduct  their  busi- 
ness by  “the  stupid  rule”  of  looking  at  their  gold  or  at  their 
currency,  but  to  take  a broader  field  of  observation,  to  watch  the 
movements  of  the  “ ninety-seven  articles,”  which  chiefly  control  the 
movements  of  banking  and  finance,  rather  than  at  the  “three  ar- 
ticles,” which  only  help  to  control  those  movements.  In  other 
words,  bankers  should  watch  the  contingencies  of  trade,  the  move- 
ments of  goods,  the  prospects  of  the  harvests.  They  would  be 
better  bankers  in  proportion  as  they  were  intelligent  and  skillful 
in  discerning  the  true  sources  of  commerce,  in  measuring  the  real 
causes  of  prosperity,  and  in  foreseeing  in  time  the  approach  and 
the  danger  of  impending  panics. 

The  conversation  we  have  referred  to  was  invited  by  Mr.  Price, 
who  put  frequent  questions  to  the  Chamber,  and  evidently  wished  to 
render  his  address  as  practically  useful  as  possible.  In  response 
to  a question,  Mr.  Day  said,  that  the  “ savings  ” of  any  country 
were  the  surplus  of  production  over  consumption;  and  he  asked 
the  lecturer  how  he  reconciled  what  he  had  just  said  with  the 
statement  made  at  the  beginning  of  the  lecture,  that  panics  were 
not  the  result  of  sudden  losses.  Mr.  Price  said  that  when  panics 
were  caused  by  destruction  of  property,  it  was  because  this  de- 
struction exceeded  in  amount  the  aggregate  savings  of  the  coun- 
try. This  did  not  occur  in  the  case  of  the  cotton  famine,  in  the 
case  of  the  war,  in  the  case  of  a deficient  harvest,  because  in  all 
those  great  national  emergencies  there  was  a wholesome  diminu- 
tion of  expenditure.  All  over  the  country  the  masses  of  the 
people  economized.  They  had  a certain  sum  to  spend,  but  they 
spent  less. 

Mr.  George  S.  Coe  asked  what  was  the  duty  of  a bank  during 
the  height  and  pressure  of  a crisis.  The  lecturer  said,  that  if  a 
bank  had  sinned  it  must  suffer,  and  on  the  question  being 
pressed,  he  added  that  a banker’s  duty  was  to  prevent  panics  by 
refusing  to  advance  on  dubious  securities,  and  by  strengthening 
himself  beforehand,  when  from  the  symptoms  in  the  financial  and 
commercial  horizon  he  saw  signs  of  coming  trouble. 
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Mr.  George  Opdyke  reminded  the  lecturer  that  he  had  said 
that  nothing  was  money  but  gold  and  silver;  and  asked  whethe 
our  greenbacks  could  be  brought  under  that  definition.  To  thi 
Mr.  Price  promptly  answered,  that  although  the  scientific  defini 
tion  of  money  was  as  he  had  stated  it,  still  the  paper  mone; 
issued  by  the  United  States  Government  was  undoubtedly  mone) 
being  made  by  law  a legal  tender  for  the  liquidation  of  debt 
and  the  discharge  of  contracts.  This  was  a secondary  sense  c 
the  word  money,  in  distinction  from  its  primary  sense  as  befor 
given.  In  seconding  the  vote  of  thanks  to  the  lecturer,  Mr 
Peter  Cooper  said  that  one  of  the  points  which  the  address  ha( 
made  clearer  to  his  own  mind  was  that  money  in  any  country  i 
created  and  receives  one  of  its  chief  sanctions  from  the  authority 
of  the  Government.  Mr.  Wm.  E.  Dodge  said  that  the  chi< 
questions  of  practical  importance  were  two:  First,  how  can  banli 
regulate  their  investments  so  that  their  whole  resources  may  flo 
back  within  short  periods ; and  secondly,  how  can  banks  strengtl 
en  their  reserve  so  as  to  be  always  ready  to  meet  a draw,  eve 
if  this  influx  is  temporarily  stopped  by  panic  ? 


SUGGESTIONS  AS  TO  THE  CHEQUE  CIRCULATIO 
OF  LONDON. 

About  a century  ago,  in  the  year  1772,  one  of  the  earliest  ar 
most  important  consequences  of  the  monopoly  of  the  Bank 
England  began  to  be  developed.  This  was  the  discontinuance 
London  of  the  issue  of  bank-notes  by  the  private  bankers  wl 
had  enjoyed  that  privilege  for  some  eighty  years  previously.  T1 
notes  of  the  Bank  of  England  had  gradually  crowded  out  ; 
other  paper  circulation,  and  the  old  private  banks  found  it  impc 
sible  to  keep  their  notes  afloat  in  London.  A new  plan  w 
therefore  adopted.  When  deposits  were  received  or  discoun 
made,  the  bank  simply  gave  its  customers  credit  for  the  amou 
in  its  books.  As  the  system  was  perfected,  the  bankers  ga1 
their  customers  blank  cheque  books  as  a substitute  for  the  0 
bank-notes.  Familiar  as  this  expedient  is  to  us,  it  has  ma< 
much  slower  progress  among  the  provincial  banks  of  England  ar 
throughout  the  continental  cities  of  Europe  than  in  this  countr 
When  we  come  hereafter  to  discuss  the  country  banks  of  Englan 
and  the  credit  systems  of  France  and  Germany,  we  shall  fir 
abundant  evidence  of  this. 

Mr.  R.  H.  J.  Palgrave  has  recently  published  a small  work*  < 
banking,  in  which  some  of  the  effects  of  the  modem  methods 
banking  are  analyzed  in  a very  masterly  manner.  Among  othei 
he  illustrates  the  change  we  have  just  mentioned.  .He  traces  o 
the  steps  by  which  new  banking  economies  have  been  contrived  i 

•“Notes  on  Banking  in  Great  Britain  and  Ireland,  Sweden,  Denmark,  and  Hamburj 
By  R.  H J.  Palgrave.  London:  John  Murray,  Albemarle  Street 
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that  during  the  last  hundred  years  a gradual  revolution  has  been 
taking  place,  which  has  been  peculiarly  rapid  since  1844.  He 
shows  how  the  function  at  one  time  principally  discharged  by  notes 
was  largely  transferred  to  bills  of  exchange,  and  how  notes  hav- 
ing been  in  great  measure  superseded  by  bills,  bills  in  their  turn 
were  superseded  by  cheques.  This  change  had,  indeed,  made  con- 
siderable progress  in  1844,  when  Sir  Robert  Peel’s  Bank  Act  was 
framed,  and  at  first  sight  it  seems  strange  that  at  that  time  cur- 
rency legislation  should  have  been  directed  exclusively  to  the 
regulation  of  bank-notes,  which  were  even  then  giving  place  to 
other  circulating  media.  “It  is  only  from  an  historical  point  of 
view,”  says  the  author,  “ that  we  can  at  the  present  time  under- 
stand the  great  importance  ascribed  by  Sir  Robert  Peel  to  regu- 
lating the  amount  of  bank-note  money  in  circulation,  whether 
these  notes  were  issued  by  the  Bank  of  England,  Private,  or 
Joint-Stock  Banks.”  In  1844,  Sir  Robert  Peel  had  fresh  in  his 
memory  the  circumstances  attending  the  resumption  of  cash  pay- 
ments in  1819,  and  his  anxiety  to  insure  the  convertibility  of  the 
Bank  of  England  note  can,  therefore,  be  well  appreciated.  But 
in  the  interim  between  1819  and  1844  notes  had  lost  much  of 
their  relative  importance.  In  the  former  year,  the  total  Bank  of 
England  and  English  country  notes  in  circulation  amounted  to 
^41,000,000,  and  the  total  gold  coin  then  circulating  in  England 
is  estimated  at  not  exceeding  ^10,000,000;  whilst  in  the  latter 
year,  the  note  circulation  of  the  whole  United  Kingdom  was  only 
^37,000,000,  although  the  gold  circulation  was  estimated  at 
;£  36,000,000 ; thus,  in  1819  the  amount  of  notes  was  about  four 
times  the  amont  of  gold,  whilst  in  1844  the  two  were  nearly  equal \ 
Since  1844,  this  alteration  in  the  relation  of  notes  and  gold  has 
further  continued,  and  in  1872  the  note  circulation  of  the  whole 
Kingdom  was  yQ  43,000,000,  against  jQ  105,000,000  estimated 
metallic  circulation,  the  former  being  now,  therefore,  much  less 
than  one-half  the  latter. 

Compared  with  the  amount  of  business  done  in  the  country,  as 
indicated  by  the  foreign  trade,  the  decreasing  importance  of  notes 
is  again  apparent.  “In  1819,  the  imports  and  exports  together 
were  not  twice  the  amount  of  the  note  circulation.  In  1844,  they 
were  about  four  times  as  much.  In  1872,  they  were  more  than 
fourteen  times  as  much.” 

Now,  as  notes  have  thus  fallen  out  of  circulation,  their  place 
has  gradually  been  filled  by  cheques;  and  this  fact  will  be  very 
evident  from  an  examination  of  the  following  table,  in  which  the 
exports  and  imports  of  the  United  Kingdom  are  compared  with 
the  amounts  passed  through  the  London  Clearing-House,  and 
with  the  total  bank-note  circulation  of  all  the  banks  in  the  United 
Kingdom.  It  should  be  noticed  that  exports  of  British  produce 
are  alone  included  in  the  calculations,  as  more  closely  representing 
British  trade  than  the  total  exports,  which  include  foreign  and 
colonial  produce: 
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Year. 

1844 

1868 

1869 

1870 

1871 

1872 


Increase  Per  cent,  since  1868. 

Proportion 

Proportion  Proportion 

■ — s 

0/  Total  Ex- 

of  Total  Ex-  of  Clear  in 

Total 

Bank 

1 ports  and 

ports  and  to  Cin* 

Exports 

Clearing. 

Note 

Imports  to 

Imports  to  lation 

and  Imports. 

Circulation. 

Clearing 

Circulation  ( Circula 

Per  cent. 

Per  cent. 

Per  cent. 

( Clear g.~\ ). 

(Circuln.—i).  tionr=.\) 

. 

. 

3 - 

-- 

. 

- 0*137 

12  . 87 

2 

4 

. 

0*134 

12  . 90 

6 

14 

I 

0*128 

12#  - 97 

16 

38 

6 

0*115 

13  - 113 

29 

71 

9 

. 0*103 

14  • 135 

It  will  be  seen  from  the  above  figures,  first,  that,  although  th 
business  of  the  country,  as  represented  by  the  exports  and  import 
has  increased  since  1868  29  per  cent.,  the  total  note  circulatio 
has  increased  only  9 per  cent.;  but,  on  the  other  hand,  that  th 
total  clearing  has  augmented  in  the  same  time  no  less  than  7 
per  cent.  Secondly,  that  the  relative  amount  of  note  circulatic 
has  declined  from  one-third  of  the  total  exports  and  imports  i 
1844,  to  one-fourteenth  of  their  amount  in  1872;  whilst  the  pn 
portion  of  clearing  to  exports  and  imports  has  increased  consider 
bly  since  1868,  being  in  that  year  as  1 is  to  0*137,  and  in  187 
as  1 is  to  0*103.  Or>  otherwise  stated,  the  relative  amount  < 
cheques  cleared,  in  proportion  to  the  trade  of  the  country, 
1868,  compared  with  last  year,  was  as  1 is  to  1*33.  Thirdl 
that,  as  a consequence  of  these  alterations,  the  relative  amount 
cheques  cleared  has  augmented  from  forty  times  the  note  circ 
lation  in  1844,  to  135  times  the  circulation  in  1872.  And,  final 
that  the  changes  have  taken  place  progressively  from  year  to  yes 
and  up  to  the  latest  date  no  check  to  the  movement  is  indicate 


Thus,  then,  it  is  evident  that,  whatever  importance  might  ha' 
been  attached  to  the  regulation  of  the  note  issue  in  1844,  tl 
intended  influence  upon  trade  of  measures  with  that  object  h 
become  since  then  comparatively  inoperative — in  other  words,  th 
a command  of  the  note  circulation  has  become  relatively  powc 
less,  and  is  further  becoming  every  year  more  powerless,  as 
means  of  controlling  the  operations  of  trade. 

This  being  the  case,  it  might  be  supposed  that  the  Bank  A 
of  1844  would  simply  sink  into  significance,  and  that  its  influenc 
either  for  good  or  for  evil,  would  be  less  and  less  felt  as  circur 
stances  altered ; but  this,  unfortunately,  is  not  the  case.  It  is  w< 
known  that  in  the  spring  and  autumn  of  each  year  considerab 
sums  in  gold  are  withdrawn  from  the  Bank  of  England  for  tl 
provincial  circulation,  and  that  these  withdrawals  for  home  u 
have  much  influence  on  the  fluctuations  in  the  rate  of  discour 
Now,  this  gold  is  not  principally  employed  in  increasing  tl 
metallic  circulation,  but  is  retained  by  the  local  banks  as  reserv 
under  the  provisions  of  the  Bank  Act,  against  their  expanded  no 
issues  at  those  seasons.  Although  the  provincial  note  circulatic 
in  England  has  altered  but  little  since  1844,  having  increase 
only  7.7  per  cent.,  in  Scotland  and  Ireland  the  increase  has  bee 


* Aggregate  of  the  sums  cleared  estimated  at  .£1,500,000. 
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much  greater — viz.,  76  per  cent,  and  30  per  cent,  respectively  for 
the  two  countries;  and,  as  a great  part  of  this  increase,  especially 
in  the  case  of  the  Scotch  banks,  is  over  the  limit  of  free  circula- 
tion prescribed  by  the  act,  and  must  therefore  be  balanced  by 
gold,  it  is  the  demand  for  Scotland  and  Ireland,  and  notably 
that  for  the  former  country,  which  is  most  felt  in  the  spring  and 
autumn  gold  drains.  That  the  influence  of  these  periodical  move- 
ments on  the  Money  Market  is  of  no  small  importance  will  be 
evident  from  the  fact  that  the  Scotch  note  circulation  is  at  its 
maximum  in  November,  being  also  high  in  May,  and  that  the 
Bank  of  England  rate  of  discount  has  been  at  its  maximum,  nine 
times  since  1844,  in  the  months  of  May  and  November.  But  of 
even  more  importance  is  the  fact  that  this  influence,  so  far  from 
diminishing,  has  been  for  many  years  steadily  increasing , and,  under 
the  present  conditions,  will  probably  further  increase. 

It  is  well  known  that  the  aggregate  of  the  Scotch  notes  is 
in  excess  of  the  free  issue;  the  proportion  of  the  total  regu- 
lated issue  to  the  total  free  issue  is  therefore  greater  now  than  it 
was  in  1844,  when  the  limits  were  fixed;  and  the  following  figures 
will  show,  not  only  that  this  is  the  case,  but  that  the  preponder- 
ance of  regulated  issue  is  becoming  greater  year  by  year.  If  this 
provincial  circulation  were  steady  in  amount,  the  larger  proportion 
of  regulated  issue  would  be  of  less  moment,  as  it  would  result 
simply  in  the  locking  up  of  so  much  more  gold  in  permanent 
idleness  in  the  country;  but,  as  a matter  of  fact,  it  fluctuates  con- 
siderably, and  the  larger  the  relative  amount  of  regulated  issue, 
the  greater  will  be  the  demand  for  gold  from  the  Bank  of  England 
at  the  periods  of  expansion,  and,  consequently,  the  greater  will  be 
the  disturbance  of  the  money  market.  This  effect  will  be  apparent 
from  the  last  column  of  the  subjoined  table  showing  the  number 
of  changes  in  the  rate  of  discount  in  each  year: 

No.  0/ 

Per  Cent . of  Changes 

Note-Circulation  of  the  United  Kingdom . Total  Circulation,  in  Bank 

, v * rate  of 


Total. 

Free. 

Regulated. 

Free. 

Regulated.  Discount. 

Year. 

£ 

£ 

£ 

p.ct. 

p.  cl. 

No. 

•844  . 

37,380,000  . 

17,130,000  . 

20,250,000 

- 46 

* H 

I 

1850  . 

33,570,000  . 

13,910,000  . 

19,660,000 

- 42 

- 58 

I 

>£55  - 

37,110,000  . 

16,280,000  . 

20,830,000 

- 44 

- 56 

. 8 

i860  . 

38,750,000  . 

15,540,000  . 

23,210,000 

- 40 

60 

11 

1865  - 

37,250,000  . 

14530,000  . 

22,720,000 

•'  39 

6l 

. 16 

1870  . 

40,000,000  . 

1 3,990,000  . 

26.010,000 

- 35 

• 6S 

. 10 

1872  . 

43,620,000  . 

14190,000  . 

29430,000 

• 32 

. 68 

• 14 

It  will  be  observed  that,  as  the  proportion  of  regulated  to  non- 
regulated  issue  increases,  so  the  changes  in  the  rate  of  discount 
become  more  numerous  and  more  severe.  These  simultaneous 
events  may  have  no  necessary  connection  with  each  other,  but 
“the  probability  that  greater  and  more  rapid  fluctuations  in  the 
British  rate  of  discount  will  ensue,  should  such  alterations  in  the 
note  circulation  continue  to  increase,  cannot  be  doubted,  in  pro- 
portion as  the  influence  of  the  note  circulation  on  the  banking 
reserve  of  the  Bank  of  England  increases.” 
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FINANCIAL  PLANS  OF  THE  DAY. 

By  a Veteran  Banker. 

Mr.  Henry  C.  Carey,  the  economist,  has  addressed  five  letters 
to  the  Secretary  of  the  Treasury  under  the  title — “ Currency  infla- 
tion : how  it  has  been  produced , and  how  it  may  profitably  be 
reduced 

The  opinions  of  a man  whose  whole  life  is  a record  of  this  spe- 
cial study,  may  be  supposed  much  more  deserving  of  respect  than 
those  of  the  newspaper  editor  or  the  Congressional  debater,  who, 
if  any  thing  is  to  be  written  or  said,  “crams”  for  the  occasion, 
like  an  ill-prepared  college  student  before  entering  upon  his  ex- 
amination. But  we  regret  to  see  that  Mr.  Carey,  in  this  mattter,  is 
no  more  than  an  experimentist.  The  age  is  beyond  this.  If  it  does 
not  know  what  the  law  is,  it  knows  that  there  is  a law ; and  it  is 
waiting,  expectant,  for  the  man  who  is  to  expound  it.  The  Uni- 
verse does  not  move  by  experiment,  but  by  law;  and  so  must 
move  all  its  parts.  If  Mr.  Carey’s  long  devotion  *to  scientific 
economy  winds  up  at  last  without  a single  authoritative  maxim  of 
law  running  through  this  pre-eminently  great  and  grand  theme  of 
social  organization,  we  may  well  despair  of  any  valuable  results  from 
the  bureaus  at  Washington,  which  are  not,  apparently,  designed  to 
elucidate  any  thing;  or  from  Committees  of  Ways  and  Means, 
whose  ways  and  means  are  bounded  by  the  cross-examination  ol 
“expertV*  and  the  yearly  product  of  a volume  or  two  of  barren 
interlocutions.  Mr.  Carey’s  position  with  respect  to  the  currency  may 
be  inferred  from  the  following  conversation  with  the  Hon.  Hugh 
McCulloch  in  May,  1865,  shortly  after  his  accession  to  the 
Treasury. 

“ He  declared  himself  a disciple  of  Mr.  Clay,  and  a thorough  believer  in  his 

Protective  doctrines.  Regarding  him  as  sincere  in  this  expression  of  opinion 
said,  that  in  view  of  the  great  changes  now  (1865)  to  be  met,  millions  ol 
men  North  and  South  returning  from  the  field,  and  needing  to  seek  employ- 
ment at  a time  when  the  Government  must  not  only  cease  to  be  a purchaser 
but  must,  on  the  contrary,  become  a seller  of  commodities  it  had  already  pur 
chased,  it  was  most  desirable  that  all  our  measures  should  tend  in  the  directior 
ol  stimulating  production  and  making  demand  for  labor;  and  that  if  I had  m3 
will  gold  should  be  at  200  for  the  next  seven  years,  as  the  premium  affordec 
a protection  that  even  false  invoices  would  not  enable  the  foreigner  to  avoid, 
Fully  coinciding  in  the  view  thus  suggested,  the  Secretary  answered — ‘That  ii 
too  much,  but  I should  gladly  see  it  at  175.’  Three  months  later,  he  was  in 
structing  his  representative  abroad  to  give  assurance  that  we  should  hav< 
resumed  specie  payments  before  the  first  7-30’s  became  due.  Two  months  ye 
later  came  the  destructive  Fort  Wayne  decree,  and  from  that  hour  did  th< 
Secretary  persist  in  the  absurd  and  injurious  course  of  policy  thereii 
an  nounced. 

Mr.  Carey,  though  not  bound  to  secrecy,  did  not  feel  at  liberty 
to  make  public  this  conversation  with  the  Secretary,  because  il 
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would  have  given  the  gold  market  the  cue  with  respect  to  his 
management  of  the  Treasury.  He  now  says: 

“This  gentleman  having  become  a London  banker,  and  being  thus  largely 
interested  in  perpetuating  our  dependence  on  Great  Britain,  has  just  volun- 
teered to  advise  our  people  in  relation  to  free  trade  and#  specie  payments,  thus 
giving  warrant  for  making  public  some  facts  in  reference  to  his  opinions  and 
the  changes  they  have  undergone.”  Whence  the  foregoing  exposure. 

Mr.  Carey  quotes  from  Professor  Bonamy  Price  in  support  of 
a theory  or  law  of  currency  urged  upon  our  legislators  by  him- 
self thirty  years  ago,  as  he  tells  us : 

“And  now,”  says  Mr.  Price,  “we  reach  the  most  important  question  of  all 
—in  what  numbers  will  these  bank-notes  circulate  ? It  is  the  crucial  ques- 
tion wherewith  to  test  the  soundness  of  every  theory  of  currency. 

Every  doctrine  which  is  mistaken  on  this  central  principle  is  worthless  as  an 
interpreter  of  the  science  of  currency.  . . So  many  bank-notes  as  the  pub- 
lic wants,  and  can  use,  will  circulate  and  no  more  Neither  the  bankers  nor 
Parliament,  nor  the  law,  nor  the  need  of  borrowers,  nor  any  other  power, 
but  the  wants  and  convenience  of  the  public,  the  number  and  amount  of  the 
specific  payments  in  w-hich  bank  notes  are  used,  can  determine  how  many  con- 
vertible bank-notes  will  remain  in  circulation,  and  not  be  returned  upon  the 
bands  of  the  bankers  for  payment.  This  is  the  truth  of  truths  in  currency. 

. . The  attempt  to  substitute  any  other  regulator  of  the  quantity  of  the 
notes  circulating  than  the  inclination  of  the  public  to  keep  them,  is  absolutely 
hopeless.  An  expanded  or  inflated  circulation  of  bank-notes  is  an  absurdity, 
nothing  better  than  pure  nonsense.  It  would  be  just  as  sensible  to  speak  of 
an  expanded  or  inflaed  circulation  of  hats.  It  is  easy  enough  for  the  hatter 
to  make  more  hats  than  can  be  sold ; but  where  is  the  inflation  in  that  case  ? 
In  the  number  of  hats  circulating  about  the  town,  in  each  man  having  a 
dozen  hats  in  his  house  ? The  very  question  is  puerile.  There  would  be  an 
inflation  of  hats,  but  it  would  be  found  in  the  shops  of  the  hatters,  and  not 
in  the  circulation  of  hats.  There  may  be  in  the  same  way  an  inflation  of 
bank-notes,  by  too  many  being  made,  but  the  inflation  would  not  be  found  in 
the  circulation  of  notes,  but  in  the  banks,  which  would  be  stuffed  up  with 
their  own  unusable  and  unsaleable  wares.  Ask  each  of  yourselves  How  it  is 
possible  to  inflate  your  own  use  of  bank-notes  The  question  itself  excites 
your  ridicule.” — Principles  of  Currency , pp.  108-110. 

It  is  to  the  precept  or  the  philosophy  contained  in  this  para- 
graph that  Mr.  Carey  commends  the  attention  of  Secretary  Bris- 
tow. We  confess  that  we  see  nothing  in  it  beyond  that  well-worn 
metaphysical  dictum — “whatever  is,  is  right.”  If  a given  quantity 
of  paper  money  for  the  banks  be  printed  by  the  Washington 
Bureau — say  350  million  dollars;  and  if  the  banks  pay  it  all  out, 
and  it  does  not  return  upon  them  for  redemption,  that  is  the 
proof  that  there  is  no  excess  in  the  circulation ; whence,  there  is 
no  fault  to  be  complained  of.  If  50  million  of  it  be  returned  to 
the  banks,  it  remains  an  inert  quantity  in  their  vaults ; whence, 
there  is  no  fault,  since  no  injury  accrues  to  the  body  politic.  The 
instant  that  the  quantity  in  circulation  exceeds  the  requirements 
of  business,  the  excess  is  returned  and  added  to  the  inert  mass ; 
and  still  there  is  no  fault.  Our  position  is  right,  whatever  it  may 
be.  It  is  a self-correcting  position.  The  evidence  that  it  is  right 
consists  solely  in  the  fact  that  it  is  what  it  is,  and  nothing  else. 
If  it  were  made  otherwise,  it  would  still  be  right,  because  the 
process  of  the  change  is  itself  the  process  of  correction.  Nothing 
can  go  amiss.  The  inflation  of  the  hats,  according  to  Mr.  Price, 
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being  on  the  shelves  of  the  hatter,  and  not  on  the  heads  of  th< 
people,  is  a perfectly  harmless  inflation;  and  that  of  the  banke: 
being  in  the  banker’s  vaults,  is  likewise  harmless!  To  what  pur 
pose,  then,  is  all  our  agony  of  apprehension  on  account  of  th< 
currency,  this  distrust  and  fear  of  commercial  disaster,  by  whicl 
the  whole  country  is  perplexed  and  confounded  ? 

There  is  a style  of  reasoning  much  used  by  writers  on  financ 
that  well  deserves  to  be  called  the  argumentum  ad  ignorantim 
It  is  that  of  simile . On  no  other  subject  may  the  unwary  reade 
be  so  easily  misled — instance,  the  apologue  of  the  hats  of  Mr 
Price.  The  parallel  holds  good  throughout,  until  we  find  no  in 
flation  of  hats  except  on  the  shelves  of  the  hatter,  and  likewis 
none  of  paper  money  except  in  the  vaults  of  the  banker.  Her 
it  fails.  It  fails  on  the  instant  that  the  characteristic  function  < 
paper  money  is  challenged  by  necessity.  No  theory,  we  believi 
is  more  generally  accepted  than  that  of  excess  in  the  currenc 
being  reflected  in  the  price  of  commodities,  or  in  the  extent  < 
speculative  enterprises,  to  which  there  is  no  limit.  Unhappily  ft 
Mr.  Carey’s  commendation  of  the  hat  figure  to  the  Secretary  < 
the  Treasury,  there  is  a limit,  as  our  census  reports,  to  the  numb 
of  heads  in  the  United  States. 

In  his  third  letter,  Mr.  Carey  speaks  of  “that  other  portion  < 
the  currency  which  consists  of  bank  debts,  and  is  known  by  th 
name  of  deposits .”  How  are  we  ever  to  make  ourselves  inte 
ligible  to  each  other,  if  every  man  persists  in  making  a vocal 
ulary  of  his  own,  without  regard  to  the  common  or  the  offici 
meaning  of  the  terms  employed  in  financial  documents?  T1 
term  currency  is  defined  in  our  dictionaries,  “ the  aggregate 
coin,  bills,  notes,  etc.,  in  circulation;  that  which  passes  for  mom 
in  a country.”  Ex:  “a  metallic  currency;  a mixed  currency.”  1 
no  dictionary  that  we  are  acquainted  with  is  there  a meaning  give 
essentially  different  from  this.  We  have  a “ Comptroller  of  tl 
Currency.”  In  all  our  official  Treasury  reports,  from  the  beginnii 
of  the  Government,  the  word  currency  is  used  in  this  sense,  ar 
in  no  other.  In  no  official  document  that  we  have  ever  seen 
it  confounded  with  bank  deposits , which  are  inscription  of  persom 
credit,  and  which  do  not  pass  from  hand  to  hand,  except  on  pe 
sonal  guarantee.  We  apprehend  that  the  Treasurer  of  the  Unite 
States  is  the  mountain  in  this  case,  and  will  not  come  1 
Mahomet. 

Mr.  Carey’s  final  proposition  to  the  Secretary  is,  that  “a  3-6 
bond  interchangeable  with  greenbacks  be  issued,  and  adopted  f 
the  recipient  of  any  excess  of  currency  in  circulation;”  but  we  d 
not  see  where  that  excess  is  ever  to  be  found  on  “the  hi 
theory.”  There  are  other  propositions  of  a general  character  i 
his  letters,  to  which,  on  suitable  occasion,  we  may  recur  her< 
after. 
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CURRENCY  AND  CREDIT,  No.  2. 

The  Suffolk  Bank  System  of  Redemption. 

In  the  letter  which  appeared  in  the  Banker's  Magazine  for 
September,  from  Mr.  J.  E.  Williams  to  Senator  Sherman,  it  is  said : 
“Among  such  useless  antiquities  may  be  classed  the  Suffolk  Bank 
system,  so  called,  which  was  the  most  unmitigated  paper  scheme 
ever  devised;  under  it  millions  of  bank-notes  were  redeemed 
without  using  a dollar  of  specie!  yet  that  did  good  service  fifty 
years  ago,  but  is  of  no  use  now.”  I hope  to  be  able  to  show  that 
the  Suffolk  system  may  be  of  some  use  now,  and  that  it  is  the 
best  that  can  be  had  under  any  circumstances.  The  fact  that 
millions  of  bank-notes  were  redeemed  without  the  use  of  any 
specie  is,  I think,  no  argument  against  the  system,  but  is  an 
undoubtedly  strong  reason  in  its  favor;  for  the  good  of  any  sys- 
tem of  redemption  is  not  to  be  measured  by  the  amount  of  gold 
that  changes  hands,  but  by  the  amount  of  notes  that  are  actually 
redeemed.  That  system  which  will  redeem  the  largest  amount 
with  the  least  disturbance  and  inconvenience  cannot  fail  to  be  the 
best  Effective  redemption  need  not  necessarily  be  an  annoyance 
and  a burden  to  all  concerned  in  it,  but  no  system  of  redemption 
can  be  effective,  and  meet  the  wants  of  the  country,  unless 
through  it  bank-notes  can  be  redeemed  without  the  expense  and 
trouble  of  handling  the  gold. 

To  any  one  familiar  with  banking,  it  is  plain  that,  though  a 
bank  may  receive  and  pay  out  millions  of  dollars,  yet  little  money 
actually  changes  hands;  and  if  we  were  now  on  a gold  basis 
this  would  still  be  the  case.  The  gold  would  lie  in  the  vaults  of 
the  banks,  and  all  settlements,  excepting  the  final  one  at  the 
Clearing-House,  would  be  made  by  transfers  of  credit.  So  long 
as  people  think  that  the  object  of  every  transaction  is  to  have  a 
certain  amount  of  gold  pass  from  the  hands  of  one  person  to 
those  of  another,  just  so  long  shall  we  have  all  kinds  of  wild 
schemes  for  returning  to  a specie  basis.  Whenever  it  is  fully 
understood  that  banking  is  not  dealing  in  gold,  but  that  banks 
deal  in  debts  or  transfers  of  credit,  then  and  not  till  then  shall 
we  have  proper  legislation. 

The  higher  the,  state  of  civilization  in  a country,  the  more 
thoroughly  organized  does  credit  become;  and  nearly  all  the 
business  is  carried  on  by  credit,  and  the  settlements  made  by  the 
transfer  of  credit.  Gold  or  money  has  but  one  part  to  play  in 
the  whole  matter,  and  that  part  is  to  measure  values,  and  in  final 
settlements  between  countries  to  adjust  the  balance.  No  one 
wants  gold  for  itself,  but  simply  for  what  it  will  buy.  If  we  were 
on  a specie  basis,  and  I should  pay  a man  one  thousand  dollars 
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in  gold,  would  he  keep  the  gold  ? Not  at  all ; gold  is  not  w 
he  would  want;  he  would  deposit  it  in  a bank.  Now  what  d 
that  mean  ? Simply  this  and  nothing  more,  that  he  buys  \ 
the  gold  a thousand  dollar  credit,  showing  he  does  not  wish  § 
but  credit,  and  that  he  would  have  been  as  well  satisfied  with 
check  or  the  notes  of  a bank  which  he  would  have  depositee 
his  bank,  and  in  this  way  would  obtain  the  credit  desired, 
check  or  notes  would  be  sent  through  the  Clearing-House.  ^ 
tiply  the  transactions  until  they  amount  to  hundreds  of  millii 
and  the  result  would  be  the  same.  Gold  is  not  wanted  at  all, 
is  simply  credit  after  all  that  is  wanted,  and  gold  has  no  use 
all  these  transactions  except  to  measure  value. 

What  then  is  the  Suffolk  system  which  Mr.  Williams  considers 
of  the  useless  things  of  the  past  ? It  does  for  the  notes  of 
banks  what  the  New  York  Clearing-House  does  for  the  ch< 
of  the  New  York  banks,  furnishing  the  means  of  sending 
notes  home  to  the  banks  where  they  belong.  There  is  no 
difference  between  the  two;  both  are  absolutely  necessary  fo 
sound  system  of  banking.  Under  no  other  system  can  there 
effective  redemption.  Redemption  at  a bank  counter  only  is 
redemption  at  all.  It  can  never  be  anything  more  than 
occasional  spasmodic  run  on  a bank,  wholly  dependent  on 
condition  of  confidence  reposed  in  the  bank  by  the  public, 
on  the  event  of  the  notes  being  widely  scattered,  or  more  loca 
their  circulation.  Under  the  present  system  of  secured  circula 
there  would  not  be  any  presentation  at  the  counter,  for  the  1 
are  safe  and  that  is  all  the  public  wants.  It  seems  to  me 
reasonable  to  say  that  a clearing-house  for  checks  is  of  no  us< 
to  say  the  Suffolk  system  can  be  of  no  use.  For  without 
agency  of  such  a system  the  notes  of  all  the  banks  would  I 
to  the  financial  centers,  and  would  remain  there  until  the  m< 
ments  of  trade  should  call  for  them.  The  consequence  would 
a series  of  irregular  heavy  drains  on  the  money  centers,  atten 
by  frequent  spasms  of  the  loan  market.  With  the  Suffolk  syst 
on  the  contrary,  the  bank-notes  would  gradually  become  n 
localized,  as  each  bank  would  be  compelled  to  redeem  and 
cumulate  large  amounts  of  its  own  notes  “ between  seaso 
These  notes  the  banks  would  be  unable  to  keep  afloat  excepi 
meet  the  demands  for  currency  when  business  becomes  active. 

One  great  defect  of  the  National  banking  system  is  that 
volume  of  currency  remains  the  same  at  all  times.  When  tr 
is  brisk  it  cannot  expand  to  meet  its  wants,  and  when  the  co 
try  needs  less  currency  there  is  no  way  of  withdrawing 
surplus  notes,  but  they  remain  out  and  compel  the  banks 
make  greater  efforts  to  use  them.  Under  the  Suffolk  system 
notes  would  be  returned  to  the  banks  that  issued  them,  and  th 
they  would  remain  until  they  were  needed  for  legitimate  busin 
With  this  system  the  money  of  the  country  would  not  all  ac 
mulate  in  our  great  financial  cities,  to  be  loaned  out  and  to 
called  in  again  suddenly  to  meet  demands  for  the  movement 
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the  crops  in  the  autumn.  The  surplus  notes  would  be  charged 
to  the  banks  and  sent  home,  and  in  every  part . of  the  country 
where  banks  exist  there  would  be  at  all  times*  currency  sufficient 
for  legitimate  business  purposes. 

In  closing  I will  suggest  a simple,  and,  I think,  a sure  way  of 
returning  to  a specie  basis : 

First ; Establish  free  banking,  with  the  Suffolk  system  of  re- 
demption. Secondly , Let  the  Government  pay  fast  as  possible 
all  its  non-interest-bearing  debt.  Thirdly , Let  Congress  pass  a 
law  repealing'  the  legal-tender  act,  and  requiring  the  banks  to  re- 
deem their  notes  in  gold  on  demand;  the  law  to  go  into  effect 
at  a prescribed  future  date,  say  two  or  three  years  after  the  pas- 
sage of  the  act.  George  A.  Butler. 

New  Haven,  Sept.  24th,  1874. 


BANK  NOTE  CIRCULATION. 

Mr.  J.  B.  Howe,  of  Lima,  La  Grange  County,  Indiana,  has 
published  a pamphlet  of  seventy  pages,  entitled,  “Am  Essay  upon 
the  amount  of  bank-note  circulation  under  specie  payments,  and 
the  propriety  and  necessity  o’f  establishing  a consolidated  bank  re- 
serve in  New  York  city,  and  other  topics  connected  therewith.” 
This  pamphlet  is  an  interesting,  though  verbose  production.  Mr. 
Howe  is  a rapid  thinker,  and  does  himself  injustice  in  putting  out 
a mass  of  propositions  which,  we  fear,  will  discourage  a wide 
reading.  He  is  sensible  of  this  himself,  and  gives  the  poor  excuse 
that  “ he  has  not  had  time  to  make  it  shorter.”  His  main  object 
is  “to  show  the  absolute  necessity  to  the  banks  and  country  of  a 
consolidated  coin  reserve  for  purposes  of  economy  and  security — 
to  the  utmost  extent  possible — against  panics  and  crises.  . . . 

All  estimates  of  currency  per  capita,  or  in  gross,  or  by  ratios  to 
wealth,  that  I have  ever  seen,  are  entirely  unsatisfactory  to  me, 
and  have  left  me  more  in  the  dark  than  I should  have  been 
without  them.” 

The  following  extract  gives  the  drift  of  the  author’s  mind,  and 
foreshadows  a possibility  which  already  commands  a growing 
assent  among  our  most  intelligent  bankers.  Bank  deposits  he  char- 
acterizes as  “ the  auxiliary  of  bank-note  and  coin  circulation,  which 
ought  to  have  a foundation  in  coin  reserve  equal  to  one-third  of 
their  total  or  gross  amount.  But ' this  reserve  has  been  reduced 
sometimes  to  nearly  one-eighth,  or  perhaps  as  low  as  one-ninth ; 
the  same  amount  of  values  continuing  to  be  circulated,  no  matter 
how  low  the  reserve  might  run;  bank  credit  still  remaining  at  par 
until  it  suffers  a sudden  collapse  by  the  suspension  of  the  bank. 
This  immense  inflation,  as  it  is  erroneously  called,  is  not  generally 
understood  until  suspension  shows  that  it  existed.” 

Mr.  Howe  thinks  that  the  present  banking  system  has  great 
25 
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difficulties  to  contend  with  on  account  of  its  inability  to  exert  i 
power  that  it  really  possesses  in  an  emergency — a weakness  a 
sequent  on  the  general  principle  of  segregation  and  rivalry, 
which  the  system  is  constituted.  If  it  cannot  be  so  amended 
to  exert  this  power  of  control,  the  next  great  step  nn  natio 
finance  will  be,  he  thinks,  a recurrence  to  a “ United  States  Bs 
and  branches.” 


CONVERSION  OF  WORN-OUT  BANK  BILLS. 

By  W.  P.  Borland. 

It  is  now  generally  understood  that  the  plan  of  so-cal 
redemption  of  the  National  currency,  enacted  by  Cong 
June  22,  1874,  is  a failure.  The  Treasurer  announces  that 
suspends  payment  because  his  funds  have  given  out.  This 
nouncement  proves  that  this  kind  of  redemption  is  as  unrelia 
as  it  has  proved  harassing  and  oppressive.  The  truth  is,  tl: 
exists*  no  necessity  for  the  redemption  of  the  National  currency, 
the  sense  of  a substitution  of  legal- tender  for  National  bank-nc 
and  if  there  were,  the  means  provided  by  the  present  law  are 
ferior  to  those  afforded  by  the  law  as^  it  stood.  There  is,  howe 
a demand  for  an  improved  method  of  exchanging  old  and  w< 
out  currency  for  new  bills.  The  people,  being  condemned  to 
paper  money,  demand  that  it  shall  be  good  and  bright,  and 
an  undistinguishable  mass  of  dirty  rags. 

The  public  at  large  and  the  banks  themselves  having  a © 
mon  interest  in  keeping  the  currency  in  good  condition,  it  wc 
seem  that  the  service  might  be  performed  more  expeditiously 
satisfactorily  by  a co-operative  arrangement  among  banks  i 
in  any  other  way.  To  this  end  I venture  to  suggest  the  repea 
the  3d  section  of  the  Act  of  June  22,  1874,  and  the  adoption  c 
plan  of  which  the  following  is  an  outline. 

Let  a Currency  Clearing-House  be  established  in  the  city 
New  York,  under  the  control  of  the  Associated  Banks  of  l 
city,  whose  duty  it  shall  be  to  receive,  assort,  and  attend  to 
destruction  of  mutilated  and  defaced  National  currency,  to 
tain  new  bills  therefor,  and  return  them  to  the  banks  of  issue, 
follows : 

On  the  receipt  of  $ 500,  or  a multiple  of  that  sum,  from  ; 
National  Bank,  the  Currency  Clearing-House  to  deliver  to 
New  York  Redeeming  Agent  of  that  bank  certificates  of  rece 
the  Redeeming  Agent  crediting  the  amount  thereof  to  its  coi 
spondent,  less  a fixed  discount.  The  Currency  Clearing-Ho 
would  assort  these  bills,  and,  whenever  five  hundred  dollars  of 
issue  of  any  bank  was  on  hand,  have  the  bills  destroyed,  as  f 
vided  by  law.  New  bills  might  be  sent  to  the  bank  of  issue  fi 
the  office  of  the  Comptroller  of  the  Currency,  and  the  Redeem 
Agent,  when  properly  notified  that  new  currency  had  been  so  s< 
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would  deliver  to  the  Currency  Clearing-House,  on  demand,  a corre- 
sponding amount  of  its  certificates,  charging  SMe  to  the  bank  of 
issue.  In  the  case  of  bank  bills  payable  by  the  Treasurer  of  the 
United  States  in  legal- tender  money,  the  Currency  Clearing-House 
would  collect  and  pay  over  to  the  holders  of  its  certificates — or 
certificates  payable  in  legal-tender  might  be  issued  for  such 
currency,  if  preferred. 

It  will  be  seen  that  the  amount  of  certificates  outstanding  would 
at  any  time  represent  the  amount  of  currency  if!  process  of  con- 
version. Examinations  of  the  Currency  Clearing-House,  under 
authority  of  the  Comptroller  of  the  Currency  and  the  Associated 
Banks,  would  be  a proper  safeguard,  and,  in  addition  thereto, 
security  might  be  taken  for  the  protection  of  trusts  committed  to 
it.  Special  rates  might  be  obtained  of  the  express  companies  for 
currency  in  transit,  and  indeed  the  whole  expense  might  be  made 
as  low  as  comports  with  the  accurate  and  honest  performance  of 
the  service.  It  would  be  necessary  that  the  banks  outside  of  the 
city  of  New  York  should  be  required  by  law  to  designate  a 
Redeeming  Agent  in  that  -city.  If  the  law  also  provided  that 
worn-out  currency  should  be  destroyed  in  New  York,  and  that 
bank  bills  payable  in  legal  tenders  might  be  paid  by  the  Assistant 
Treasurer  in  New  York,  it  would  render  the  work  of  conversion 
more  easy  and  rapid.  The  advantages  which  it  is  believed  this 
plan  possesses  are : 

ist.  The  banks  would  pay  a reasonable  charge  for  the  services 
of  an  agent  employed  by  themselves,  and  only  to  the  extent  they 
saw  fit  to  employ  that  agent. 

2d.  The  reserves  of  the  banks  would  be  kept  in  their  own 
vaults,  or  at  the  commercial  center  of  the  country,  where  they  are 
needed  for  various  purposes,  and  not  at  the  political  center,  where 
they  are  not  needed  at  all. 

3d.  The  currency  would  be  withdrawn  no  longer,  and  in  no 
greater  amount,  than  required  to  effect  the  exchange. 


THE  BANKS  AND  THE  BONDS  DEPOSITED  FOR 
CIRCULATION.  , 

To  the  Editor  of  the  Banket’s  Magazine : 

One  provision  of  the  National  Banking  Act  that  has  received 
but  little  attention  may  be  worth  considering  at  this  time.  In  a 
few  weeks  Congress  will  come  together  again,  and  the  question  of 
banking  and  the  currency  may  be  expected  to  occupy  much  of  the 
time  and  thoughts  of  business  men  as  well  as  of  members  of  Con- 
gress. The  law  requires  the  banks  to  deposit,  with  the  Treasurer 
of  the  United  States,  bonds  as  security  for  their  notes;  and  the 
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Comptroller  of  tl^e  Currency  issues  to  the  banks  notes  to  I 
amount  of  ninety  4>er  cent,  of  the  face  of  the  bonds.  Under  t 
arrangement  the  banks  are  compelled  to  deposit  bonds  the  mar 
value  of  which  is  twenty  per  cent,  above  the  amount  of  the  bai 
notes  issued  upon  them. 

It  is  doubtful  if  a system  of  banking  with  the  circulation  secu 
by  Government  bonds  is  the  best  that  can  be  had.  It  is  1 
however,  my  intuition  in  this  letter  to  attack  the  present  syst 
of  banking,  but  to  suggest  the  possibility  of  having  a secured  < 
culation  which  will  not  be  so  costly  to  the  banks,  or  to 

country.  There  can  be  but  one  purpose  to  be  accomplished 

the  law,  and  that  is  to  give  protection  to  the  bill  holders.  A 

thing  more  than  this  exceeds  the  intention  of  the  statute.  It  p 

a burden  on  the  banks,  and  a heavy  tax  on  all  business  intere 
For  a secured  circulation  the  law  should  not  exact  from  1 
banks,  and  thereby  from  the  country,  any  thing  more  than  is  n 
essary  to  fully  protect  the  holders  of  bank-notes  from  loss 
case  of  the  failure  of  a bank.  When  the  law  exacts  more  than  1 
it  obstructs  the  business  interests  of  the  country,  and  curtails 
real  capital  available  for  business  purposes  by  the  whole  amoi 
exacted  by  the  law  in  excess  of  what  is  necessary  to  make 
notes  perfectly  secure.  Does  not  the  law  now  put  this  burc 
upon  the  business  of  the  country,  and  has  not  the  time  coi 
when  it  should  removed? 

There  can  be  no  doubt  that  the  bonds  of  the  United  States  y 
be  at  all  times  at  par  in  gold  unless  Congress  should,  by  unwise  le{ 
lation,  impair  the  credit  of  the  Government ; and  if  the  bonds 
main  at  par,  safety  does  not  require  that  the  amount  of  bonds  1 
posited  should  exceed  the  amount  of  notes  issued.  I think . ti 
Coi  igress  should  amend  the  Banking  Act,  and  authorize  the  Tre 
urer  of  the  United  States  to  return  to  the  banks  all  bonds  in  < 
cess  of  the  amount  of  notes  issued  to  them ; the  notes  would  t h 
be  perfectly  secure,  and  a large  amount  of  capital  would  be 
leased  for  the  use  of  the  merchants  and  manufacturers.  Is  th< 
any  wisdom  in  taking  one  hundred  dollars  of  real  capital,  to  a 
italize  ninety  dollars  of  credit?  That  is  what  is  done  under  t 
present  law.  If  the  law  should  be  amended  as  suggested,  it  wot 
add  to  the  business  capital  of  the  country  nearly  forty  millions 
dollars.  It  is  difficult  to  estimate  the  benefit  that  would  be  c 
rived  from  this  additional  capital.  This  at  least  is  the  opinion 

A Country  Banker. 
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THE  LIABILITY  OF  BANKS  FOR  SPECIAL  DEPOSITS. 

The  question  of  the  liability  of  a bank  for  its  special  deposits 
is  one  of  great  interest,  and  has  been  the  cause  of  much  discus- 
sion. An  important  decision  has  recently  been  rendered  in  the 
case  of  the  Third  National  Bank  of  Baltimore,  which  was  robbed 
by  burglars  in  August,  1872,  when  large  amounts,  held  as  special 
deposits,  were  stolen. 

Among  others  taken  were  some  $20,000  worth  of  securities  be- 
longing to  W.  A.  Boyd  & Co.  These  had  been  deposited  in 
1866,  under  a special  agreement,  as  collateral  security  for  such 
sums  of  money  as  the  firm  might  borrow  from  the  bank  from 
time  to  time.  At  the  time  of  the  robbery  the  firm  owed  the 
bank  nothing.  Demand  was  made  for  the  bonds,  or  their  value, 
when  the  bank  refused  to  pay,  on  the  ground  that  they  were 
merely  kept  in  the  safe  at  the  risk  of  the  owners,  and  subject  to 
their  order,  inasmuch  as  they  were  not  at  that  time  actually  in- 
debted to  the  bank.  Suit  was  then  brought  for  the  value  of  the 
bonds,  and  the  questions  which  came  up  for  consideration  were 
stated  at  length  in  the  Banker’s  Magazine  for  J.uly,  1873.  They 
were  mainly  whether  the  bonds,  at  the  time  they  were  stolen, 
were  held  by  the  bank  as  collateral  or  as  a deposit  at  the  owner’s 
risk;  and  whether  the  manner  in  which  the  securities  were  kept 
indicated  any  negligence,  supposing  the  bank’s  duty  in  the  matter 
extended  no  further  than  to  use  reasonable  diligence  and  care  in 
securing  the  property.  The  case  involved  an  exhaustive  inquiry 
into  the  mode  of  constructing  vaults,  the  comparative  merits  of 
burglar-proof  safes,  the  degree  of  caution  that  should  be  exercised 
in  the  employment  of  a night  watchman,  and  the  compensation 
that  should  be  paid  in  order  to  relieve  him  of  the  necessity  of 
^l^ging  in  other  employment  during  the  day,  with  many  inci- 
dental matters.  The  case  was  tried  in  May,  1873,  and  the  jury 
foiled  to  agree.  The  record  was  then  sent  to  the  Circuit  Court 
for  Howard  County,  and  the  jury  has  now  brought  in  a verdict 
for  $29,117.83  for  the  plaintiffs — the  full  amount  claimed. 

Whether  this  decision  be  final  or  not,  it  should  warn  bankers 
that  the  special  deposits  of  customers  cannot  be  held  without 
some  risk  to  themselves.  No  such  risk  ought  to  be  assumed  or 
asked  for  when  every  facility  and  protection  are  given  by  the  Safe 
Deposit  Companies,  who  afford  for  a very  moderate  cost  a guar- 
antee beyond  cavil. 
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INQUIRIES  OF  CORRESPONDENTS, 

Addressed  to  the  Editor  of  the  Banker’s  Magazine. 


I.  Evasions  of  the  Stamp  Tax  on  Checks. 

Madison,  Wis.,  Aug.  29,  1874 

The  practice  is  becoming  quite  prevalent  among  banks  to  issue  drafts  pa; 
ble  “ one  day  after  date  without  grace f to  save  the  stamp  required  on  i 
common  check.  Drafts  drawn  payable  at  a fixed  day  must  be  presented 
drawee  on  the  day  when  due , else  the  liability-  of  drawer  and  indorsers  ceas 
There  is,  therefore,  no  safety  in  taking  this  class  of  exchange  when  it  cam 
be  presented  until  after  due.  Will  you  caution  banks  against  the  systei 
No  Dank  should  receive  such  exchange  except  for  collection. 

Our  opinion  upon  this  question  has  been  expressed  very  decidedly,  and 
given  at  some  length  in  the  second  article  of  the  present  number ; to  which 
refer  this  correspondent,  and  also  the  two  whose  letters  next  follow : 


Wellsville,  N.  Y.,  Sept.,  1874 

Please  inform  us  Jf  the  use  of  checks  or  drafts  like  this — “ payable  one  < 
after  date  without  grace,”  is  legitimate  or  not.  We  notice  your  remarks 
August  number  of  the  Magazine,  but  have  seen  no  decision  against  the  lega 
of  their  use. 

We  would  not  knowingly  violate  any  statute  of  our  land.  If  they  are  lej 
why  not  use  them  ? 

Denison,  Texas,  Sept.,  1874 

The  U.  S.  Revenue  Law  requires  a two-cent  stamp  on  every  bank  che< 
but  does  the  law  exempt  such  checks  when  printed  in  the  shape  of  a recet jj 

In  reply  to  the  foregoing  we  have  to  say: 

I.  Such  checks  or  receipts  are  not  void  because  unstamped ; but, 

II.  It  is  evident  that  the  object  in  so  drawing  them  is  to  evade  the  requi 
ment  of  the  internal  Revenue  Law;  and  that, 

in.  Though  not  coming  within  the  penalties  of  its  letter , they  are  plai 
in  evasion  of  its  spirit. 

The  reasons  for  not  using  them  are : 

First.  In  the  event  of  non-payment  of  such  a check  the  drawer  and  < 
dorsers  are  released  if  demand  be  not  made  on  the'  day  after  its  date,  a 
notice  then  given. 

6econd.  Because  when  their  use  is  perceived  to  be  simply  a trick  to  sav< 
twopenny  stamp  by  evading  a law,  every  honorable  man  ought  to  shrink  fn 
it.  We  cannot  understand  how  men  whose  character  and  standing  besp« 
them  to  be  gentlemen,  can  see  this  in  any  other  light,  as  from  their  pract 
they  seem  to  do. 

We  subjoin  a pointed  reply  from  the  Commissioner  of  Internal  Revenue, 
a similar  inquiry. 
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Treasury  Department,  Office  of  Internal  Revenue, 
Washington,  Sept.  2,  1874. 

Lni  T Hull , Esq.,  Collector  of  Internal  Revenue , 2 d District,  Constantine,  Mich . 

Sir:  C.  D.  Randall,  Esq.,  of  Cold  water,  President  of  the  Southern  Michigan 
National  Bank,  has  written  to  this  office  respecting  the  Uability  to  stamp  duty 
of  checks  or  drafts  payable  “one  day  after  date  without  grace,”  and  also  of 
receipts  used  as  a substitute  for  bank  checks. 

Please  advise  him  that  bank  checks,  drafts,  or  orders  payable  at  sight  or  on 
demand,  drawn  by  any  party,  for  any  amount,  upon  a bank,  banker,  or  trust 
company,  are  subject  to  a stamp  tax  of  two  cents.  All  other  papers  issued  on 
or  after  October  1,  1872,  are  exempt. 

It  is  not  to  be  expected  that  this  office  will  aid  in  inventing  Forms  for  the 
evasion  of  the  tax  on  bank  checks.  Very  respectfully, 

H.  C.  Rogers,  Deputy  Commissioner. 


II.  Fractional  Currency  as  a Legal  Tender. 

Harrisburg,  Penn.,  October,  1874. 

Will  you  please  tell  me  to  what  amount  ten,  fifteen,  twenty-five,  and  fifty 
cent  notes,  and  one  and  two  dollar  bills  are  legal  tender  ? 

The  notes  for  fractions  of  a dollar  were  never  declared  to  be  a legal 
tender.  They  are  “ exchangeable  for  United  States  notes  in  sums  not  less 
than  three  dollars,  and  receivable  in  payment  of  all  dues  to  the  United 
States  less  than  five  dollars,  except  customs,”  as  stated  in  the  law  and  upon 
the  notes. 

There  is  no  limit  fixed  to  the  amount  for  which  one  and  two  dollar  bills  of 
the  U.  S.  are  a legal  tender. 


III.  Grace  on  Time  Checks. 

Erie,  Pa.,  September,  1874. 

Our  bank  having  paid  to-day  a check  drawn  11  fifteen  days  after  date,”  a 
discussion  has  ensued,  which  we  submit  to  you.  Are  such  checks  entitled  to 
jrace,  and  is  it  proper  or  not  to  protest  for  non-acceptance  if  presented  before 


A check  payable  after  its  date  is  regarded  in  law  as  “an  inland  bill  of  ex- 
change.” In  this  State  a special  enactment  rules  that  a time  check  is  not 
entitled  to  grace,  nor  does  it  require  protest  for  non-acceptance.  In  other 
States  the  laws  differ.  Abbott’s  11  United  States  Digest  ” furnishes  the  fol- 
lowing decisions  on  these  points. 

Notice  of  non-payment  must  be  given  to  the  indorser  of  a check,  payable 
ninety  days  after  date,  without  the  allowance  of  days  of  grace.  Westminster 
Bank  v.  Wheaton , 4 R.  J.,  30. 

A bank  check,  payable  at  a future  day  is  subject  to  the  same  rule  as  re- 
gards presentment  for  payment  as  a check  payable  on  demand,  and  the  holder 
has  until  the  close  of  banking  hours  of  the  day  next  after  the  date  it  becomes 
payable  in  which  to  present  it  for  payment.  Blachly  v.  Andrew , 1 Disney 
(Ohi9),  7g. 

A bill  of  exchange  payable  at  a time  certain  need  not  be  presented  for  ac- 
ceptance until  maturity,  Dut,  if  it  is,  notice  and  protest  are  necessary.  Car - 

Michael  v.  Pennsylvania  Bank,  5 Miss.  (4  How.),  567;  Bank  of  Bennington 
▼.  Raymond,  12  Vt.,  401;  Glasgow  v.  Copelandx  8 Mo.,  268. 

But  if  the  bill  is  presented  for  acceptance  before  that  time,  and  acceptance 
refused,  notice  must  be  given  in  order  to  fix  the  liability  of  indorsers.  Glas- 
g*o  v.  Copeland , 8 Mo.,  68. 
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October,  1872 183,285,800  44,929,500  7,984,500  16448,700  6,351,600  6,376,000  39,213,100  225,300 

June,  1872 198,582,300  49,703,200  7,948,900  16,398,300  5467,800  19412,800  50,736,600  118,600 

February,  1872 192,865,100  50,854,800  7,931,700  15,798,500  4,304,000  16,948400  40,548,100  138,800 

December,  1871 187,133,800  50,225,700  7,650,800  19478,500  3,986,900  23,065,200  38,873,700  118,100 


LIABILITIES  OF  TWENTY-SIX  STATE  BANKS  OF  THE  CITY  OF  NEW  YORK, 
26 tk  September,  1874,  as  shown  by  their  Official  Quarterly  Statements,  with  date  of  Charter  of  each. 
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Totals,  26  State  Banks $44,283,800  $1,927,800  $1,620,600  $3,851,200  $104,300  $ 1,819,400  $ 12,912,900  $29,200 

“ 48  National  Banks 201,766,900  47,544,900  8,722,300  13,758,200  4,534,900  14,394,100  54,138,700  181,800 

“ 74 'Banks $ 246,050,700  $49,472,700  $ 10,342,900  $ 1 7,609,400  $4,639,200  $16,213,500  $67,051,600  $211,000 
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TREASURY  CALLS  OF  6-90  BONDS  FOR  REDEMPTICtt 

Under  the  Act  of  25™  February,  1862. 

Numbers  both  inclusive  in  every  call . 


FIRST  CALL.— September  1,  1871. 

Matured  December  I,  1871 — Bonds  of  First  Series — $ 100,000,000. 


Coupon. 

$50,  No.  1 to  No.  30,699 
$ 100,  No.  1 to  No.  43,572 
$500,  No.  1 to  No.  40,011 
$ 1,000,  No.  1 to  No.  74,104 


Registered. 

$50,  No.  I to  No.  5' 
$ IOO,  No.  I to  No.  4,1 
$500,  No.  1 to  No.  i,8 
$ 1,000,  No.  1 to  No.  8,9 
$ 5,000,  No.  1 to  No.  2,6 
$ 10,000,  No.  1 to  No.  2,9 


SECOND  CALL.— December  7,  1871. 

Matured  March  7,  1872 — Bonds  of  Second  Series— $ 20,000,000. 


Coupon. 

$50,  No.  I to  No.  5460 
$ 100,  No.  I to  No.  13,093 
$500,  No.  1 to  No.  7,964 
$1,000,  No.  1 to  No.  11,120 


Registered. 

$50,  No.  596  to  No.  6 
$ 100,  No.  4,104  to  No.  5,0 
$500,  No.  1,900  to  No.  24 
$1,000,  No.  8,907  to  No.  11,0 
$5,000,  No.  2,666  to  No.  34 
$ xo,ooo,  No.  2,907  to  No.  3,8 


THIRD  CALL.— December  20,  1871. 


Matured  March  20,  1872 — Bonds 

Coupon. 

$50,  No.  5461  to  No.  10,775 
$ 100,  No.  13,094  to  No.  25,935 
$500,  No.  7,965  to  No.  16,179 
$1,000,  No.  11,121  to  No.  27,443 


of  Second  Series — $ 20,000,000. 

Registered. 

. $50,  No.  698  to  No.  8 

$ 100,  No.  5,080  to  No.  5,9 

$ 500,  No.  2484  to  No.  2,9 

$1,000,  No.  11,009  to  No.  13,1 

$5,000,  No.  3403  to  No.  4,f 

$ 10,000,  No.  3,900  to  No.  4,7 


FOURTH  CALL. -March  1,  1873. 


Matured  June  I,  1873 — Bonds  of  Second  and  Third  Series — $50,000,000. 


Coupon.  Third  Series. 

$50,  No.  I to  No.  I,2< 
$ 100,  No.  1 to  No.  4,71 
$500,  No.  1 to  No.  3,oi 
$ 1,000,  No.  1 to  No.  5,7; 


Coupon.  Second  Series. 

$ 50,  No.  10,776  to  No.  27,798 
$ 100,  No.  25,936  to  No.  66,646 
$500,  No.  16,180  to  No.  41,373. 
$*1,000,  No.  27444  to  No.  71,259 

Registered. 

$50,  No.  841  to  No.  1,233 
$ 100,  No.  5,992  to  No.  8,803 
$ 500,  No.  2,959  to  No.  5,360 


Registered. 

$1,000,  No.  13,151  to  No.  20,61 
$5,000,  No.  4,103  to  No.  64c 
$ 10,000,  No.  4,775  to  No.  7»°J 
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FIFTH  CALL*— June  6.  1873. 


Matured  September  6,  1873 — Bonds 
Coupon. 

$50,  No.  1,201  to  No.  6,200  

$100,  No.  4,753  to  No.  20,000  

?5°°>  No*  3,001  to  No.  10,700  

$i,°oo,  No.  5,734  to  No.  22,600  


of  Third  Series — $ 20,000,000. 

Registered. 

$ 50,  No.  1,234  to  Nc*  1,320 

$ 100,  No.  8,804  to  No.  9,500 

$5°°»  No.  5,261  to  No.  5,700 

$ 1,000,  No.  20,681  to  No.  23,300 

$5,000,  No.  6,403  to  No.  7,500 

$ 10,000,  No.  7,093  to  No.  9,680 


SIXTH  CALL*— August  16,  1873* 


Matured  November  1,  1873 — Bonds 

Coupon. 

$50,  No.  6,201  to  No.  10,200  

$100,  No.  20,001  to  No.  30,750  

$5°°»  No.  10,701  to  No.  15,800  .... 

$1,000,  No.  22,601  to  No.  36,000  


of  Third  Series — $ 15,000,000^ 
Registered. 

$50,  No.  1,321  to  No.  1,375 
$ 100,  No.  9,501  to  No.  10,300 
$500,  No.  5,701  to  No.  6,100 
$ 1,000,  No.  23,301  to  No.  25,000 
$5,000,  No.  7,501  to  No.  7,900 
$ 10,000,  No.  9,681  to  No.  10^100 


SEVENTH  CALL.— November  1,  1873. 

Matured  February  1,  1874 — Bonds  of  Third  Series — $5,000,000. 


Coupon. 

S$5°»  No.  10,201  to  No.  10,600  

100,  No.  30,751  to  No.  34,000  

500,  No.  15,801  to  No.  17,600  

$1,000,  No.  36,001  to  No.  41,000  


Registered. 

$50,  No.  1,376  to  No.  1,410 
$ 100,  No.  10,301  to  No.  10,560 
$500,  No.  6,101  to  No.  6,300 
$ 1,000,  No.  25,001  to  No.  25,050 
$5,000,  No.  7,901  to  No.  8,100 
$ 10,000,  No.  10,101  to  No.  10,320 


EIGHTH  CALL.-June  3,  1874* 

Matured  September  3,  1874 — Bonds  of  Third  Series — $5,000,000. 


Coupon. 

$ 50,  No.  10,601  to  No.  12,100 
$100,  No.  34,001  to  No.  37400 
$500,  No.  17,601  to  No.  19,300 
$i»ooo,  No.  41,001  to  No.  46,100 


Registered. 

$50,  No.  1411  to  No.  1,450 
$ 100,  No.  10,561  to  No.  10,680 
$ 500,  No.  6,301  to  No.  6,390 
$ 1,000,  No.  25,651  to  No.  26,100 
$ 5,000,  No.  8,101  to  No.  8,300 
$ 10,000,  No.  10,321  to  No.  10,509 


NINTH  CALL.— June  5,  1874* 

Matured  September  5,  1874 — Bonds  of  Third  Series— $ 1,000,000. 


Coupon. 

$50,  No.  12,101  to  No.  12,200 
$100,  No.  37401  to  No.  38,200 
$500,  No.  19,301  to  No.  19400 
$1,000,  No.  46,101  to  No.  47,300 


Registered. 

$50,  No.  1451  to  No.  1460 
$ 100,  No.  10,681  to  No.  10,700 
$500,  No.  6,391  to  No.  6400 
$ 1,000,  No.  26,101  to  No.  26,166 
$5,000,  No.  8,301  to  No.  8,303 
$10,000,  No.  10,510  to  No.  10,517 
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TENTH  CALL.— August  1,  1874. 

Matured  November  i,  1874— Bonds  of  Third  Series — $25,000,000. 


Coupon. 

$50,  No.  12,201  to  No.  14,500 
$ 100,  No.  38,201  to  No.  45*100 
500,  No.  19,401  to  No.  28,700 
$ i,oco,  No.  47,301  to  No.  70,200 


Registered. 

$50,  No.  1,461  to  No.  I, 
$ 100,  No.  10,701  to  No.  13, 
$500,  No.  6,401  to  No.  7, 
$ 1,000,  No.  26,167  to  No.  31, 
$5,000,  No.  8,304  to  No.  9, 
$10,000,  No.  10,518  to  No.  11, 


ELEVENTH  CALL.— September  1,  1874. 


Matures  December  I,  1874 — Bonds  of  Third  and  Fourth  Series — $ 15, 000, c 


Coupon.  ' Third  Series. 

$50,  No.  14,501  to  No.  17,874 
100,  No.  45,101  to  No.  54,928 
500,  No.  28,701  to  No.  30,963 
$ 1,000,  No.  70,201  to  No.  78,132 


Coupon.  Fourth  Seris 

$50,  No.  I to  No.  I, 
$ 100,  No.  I to  No.  1, 
$500,  No.  1 to  No.  1, 
$ 1,000,  No.  1 to  No.  4, 


Registered. 

$50,  No.  1,751  to  No.  1,800 
100,  No.  13,301  to  No.  13,900 
500,  No.  7,701  to  No.  7,950 


Registered. 

$ 1,000,  No.  31,610  to  No.  32, 
$5,000,  No.  9,801  to  No.  10, 
$10,000,  No.  11,751  to  No.  12, 


TWELFTH  CALL. — October  1, 


Matures  January  I,  1875 — Bonds  of 

Coupon. 

$50,  No.  1,311  to  No.  4,200 
: 100,  No.  1967  to  No.  6,200 
500,  No.  1,787  to  No.  5,000 
$ 1,000,  No.  4,371  to  No.  14,900 


Total  of  Calls,  September  1, 


1874. 

Fourth  Series — $ 10,000,000. 

Registered. 

$ 50,  No.  1,801  to  No.  1, 

$ 100,  No.  13,901  to  No.  14, 

$500,  No.  7,951  to  No.  o, 

$ 1,000,  No.  32,951  to  No.  33, 

$5,000,  No.  10,151  to  No.  10, 
$ 10,000,  No.  12,501  to  No.  13, 


1871,  to  October  1,  1874,  $286,000,000. 


Important  Ruling  as  to  Raised  Checks.— The  case  of  Sinclair  & Morrii 
v.  the  Central  National  Bank,  was  decided  in  the  United  States  Circuit  Court 
Philadelphia,  on  October  16th.  Plaintiffs  were  the  drawers  of  a check  for  $ 1 
raised  to  $ 2,100  by  the  drawee,  and  claimed  of  the  bank  $ 2,000  imprope 
paid.  Judge  McKennan  charged  the  jury  that  if  they  believed,  from  I 
testimony  and  from  an  inspection  of  the  check,  that  there  was  nothing  unusi 
in  its  appearance,  nothing  which  would  have  been  sufficient  to  put  a care 
person  upon  his  guard,  then  they  should  find  for  the  defendants ; if  otherwi 
their  verdict  should  be  for  the  plaintiffs.  The  paying  tellers  of  several  bar 
having  testified  that  there  was  nothing  in  the  appearance  of  the  check, 
raised,  to  excite  suspicion,  the  jury  rendered  a verdict  for  the  bank. 
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PUBLIC  DEBT  OF  THE  UNITED  STATES. 

Recapitulation  0/  the  Official  Statements  ( cents  omitted ). 

T>ebt  Bearing  Interest  in  Coin. 

Sept.  1,  1874.  Oct.  1,  1874. 

Bonds  at  six  per  cent $1,213,228,050  ..  $1,207,204,600 

Bonds  at  five  per  cent 511,025,200  ..  517,025,200 

$ 1,724,253,250  . . $ 1,724,229,800 

Debt  Bearing  Interest  in  Lawful  Money. 

Certificates  indebtedness  at  4 per  cent $678,000  W $678,000 

Navy  pension  fund  at  3 per  cent 14,000,000  ..  14,000,000 

$14,678,000  ..  $14,678,000 

Debt  on  which  interest  has  ceased 2,578*440  --  6, 457,710 

Debt  Bearing  no  Interest. 

Old  demand  and  legal-tender  notes $382,076,697  ..  $382,075,407 

Certificates  of  deposit 58,690,000  ..  56,350,000 

Fractional  currency 45»797.675  ..  46,731,018 

Coin  certificates - 29,141,200  ..  26,415,600 

$5I5»7Q5»573  $511,572,026 

Total  debt $2,257,215,263  ..  $2,25^,937,536 

interest 29,356,511  ..  32,681,177 

Total  debt,  principal  and  interest $2,286,571,775  ..  $2,289,618,714 

Cash  in  the  Treasury. 

^oin $71,083,928  ..  • $77409,677 

Currency 16,619,232  ..  16,115,840 

Special  deposit  held  for  redemption  of  cer- 
tificates of  deposit,  as  provided  by  law  . 58,690,000  ..  56,350,000 

$ 146.393.*60  --  $149>875>518 

Debt,  less  cash  in  the  Treasury,  Sept.  1,  ’74  $ 2,140,178,614 

Debt,  less  cash  “ “ Oct.  V74  ..  $2,139,743,196 

Decrease  of  debt  during  the  past  month..  $1,626,760  ..  $4354*7 

Decrease  of  debt  since  June  30,  1874 2,909,626  ..  3.345.044 

Bonds  Issued  jo  the  Pacific  Railway  Companies,  Interest  Payable 
in  Lawful  Money. 

Principal  outstanding $ 64,623,512  ..  $64,623,512 

{Merest  accrued  and  not  yet  paid 646,235  ..  969,352 

interest  paid  by  the  United  States 24,325,396  ..  24,325,396 

interest  repaid  by  transportation  of  mails,  &c.  5,388,692  5469,978 

Balance  of  interest  paid  by  the  U.  S $ 18,936,704  ..  $ 18,855,418 

(Par  comparison  with  previous  periods  see  Banker's  Magaxink  for  August,  page  136.] 
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DIVIDENDS  OF  TflE  BOSTON  BANKS. 

Dividend*  Surplux 

1874.  Profits. 

Name  of  Bank.  Capital . .4/7.  Oct.  Amount.  Oct.,  1874 

Atlantic  National  Bank $750,000  . 5 . 5 $37>5°°  $3*7^. 

Atlas  National  Bank 1,500,000  . 4 3 45»°°°  4°°*37 

Blackstone  National  Bank 1,500,000  . 5 5 75,000  . . 488,35! 

Blue  Hill  National  Bank 300,000  . 5 . y/2  • 10,500  . . 68.03, 

Boston  National  Bank 1,000,000  .4.4.  40,000  ..  314.031 

Boston  (old)  National  Bank. . . 900,000  .65.  45,000  275.83 

Boylston  National  Bank 600,000  .6  .5  . 30.000  ..  243.48 

Broadway  National  Bank 200,000  .5.4.  8,000  31,40* 

Bunker  Hill  National  Bank...  500,000  6.6.  

Central  National  Bank 500,000  . 4 . 3 15,000  --  27,25* 

City  National  Bank 1,000,000.  .4.4.  40,000  ..  189,60* 

Columbian  National  Bank 1,000,000  - 5 . 5 50,000  ..  413,03* 

Commerce  (National  Bank  of).  2,000,000  . 5 . 5 ico.ooo  ..  664,86 

Commonwealth  National  Bank  500,000  .4  .4  . . 20,000  ..  I35,f~ 

Continental  National  Bank...  1,000,000  .4.4.  40,000  ..  208*1 

Eagle  National  Bank 1,000,000  .4.4.  40,000  ..  207.79 

Eleventh  Ward  National  Bank.  300,000  .4.4.  12,000  

Eliot  National  Bank 1,000,000  .4.4.  40,000  ..  200,00* 

Everett  National  Bank 200,000  . 5 - 5 10,000  ..  79.18* 

Exchange  National  Bank 1,000,000  .6.6.  60,000  . . 816, 90* 

Faneuil  I fall  National  Bank. . . 1,000,000  .5  .5  - 50,000  ..  314,03, 

First  National  Rank 1,000,000  .6.6.  60,000  -.1,187,23* 

First  Ward  National  Bank....  300,000  4 12,000  

Freeman’s  National  Bank 800,000  - 5 . *4)4  . 36,000  .."229,; 

Globe  National  Bank 1,000,000  . 5 5 50,000  ..  301,* 

Hamilton  National  Bank 750,000  .5.4.  30,000  . - 179,^. 

Hide  and  Leather  Nat.  Bank..  1,500,000  .4.4.  60,000  ..  156,9^ 

Howard  National  Bank 1,000,000  .4.4.  40,000  ..  151,95 

Manufacturers’ National  Bank.  500,000  . 3 . 3 15,000  ..  31,07 

Market  National  Bank 800,000  .4.4.  32,000  ..  136.29, 

Mass.  National, par.  $250 800,000  .4.4.  32,000  ..  231,” 

Maverick  National  Bank 400,000  . 4)4  ‘ 4)4  . i8,oco  ..  180, 

Mechanics’  National  Bank...  250,000  - 5 - 5 12,500 

Merchants’  National  Bank...  3,000,000  . 5 . 5 150,000  ..1,180,03* 

Monument  Notional  Bank 150,000  .6.0.  9,000  . - 120,00* 

Mount  Vernon  National  Bank.  200,000  .4.4.  98,000  ..  63,13! 

National  B’k  of  Brighton  (p.8o)  200,000  . 6#.  5 . 10,000  ..  75,<xx 

. Nat.  Market  B’k  of  Brighton..  250,000  .7.7.  17,500  ..  136,94; 

New  England  National  Bauk. . 1,000,000  . 5 . 5 50,000  ..  442,69* 

North  National  Bank 1,000,000  . 5 . 4 40,000  ..  376,79- 

N.  America  (National  Bank  of)  1,000,000  .4.3.  30,000  ..  132,82c 

People’s  National  Bank 300,000  .7.7.  21,000 

Redemption  National  Bank...  1,000,000  -5*5.  50,000  . 

Republic  (National  Bank  of  the)  1,500,000-  .4.4.  60.000  ..  4* 

Revere  National  Bank 2,000,000  .5.4.  80,000  ..  4f 

Rockland  National  Bank 300,000  .7.7.  21,000 

Second  National  Bank 1,600,000  .6.5.  80,000  ..  777 

Security  National  Bank 200,000  .4.3.  6,000  ..  u_,, 

Shawmut  National  Bank 1,000,000  . 4 )4  . 4 . 40,000  ..  207,381 

Shoe  & Leather  National  Bank  1,000,000  . 5 . 4 )4  . 45,000  ..  219,77; 

State  National  Bank 2,000,000  .4.3.  60,000  ..  68,36" 

Suffolk  National  Bank 1,500,000  .4.4.  60,000  ..  3474' 

Third  National  Bank 300,000  .4.4.  12,000  ..  121,187 

Traders’  National  Bank 600,000  . 3 )4  . 3 % . 21,000  ..  124,1" 

Tremont  National  Bank 2,000,000  . 4 .4  80,000  ..  307,9 

Union  National  Bank 1,000,000  .6.6.  60,000  ..  503,01 

Washington  National  Bank  . ..  750,000  .6.5.  37,500  ..  287,53 

Webster  National  Bank 1,500,000  .4.3.  45,000  ..  201,123 

Total,  Oct.,  1874,  $ 52,200,000 
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BANKING  AND  FINANCIAL  ITEMS. 


NOTICE.— The  Banker’s  Almanac  and  Register  for  1875  will  be  issued 
earlv  in  January,  containing  full  and  carefully  corrected  lists  of  the  National 
Banks  and  State  Banks  in  the  United  States,  with  names  of  President,  Cashier, 
and  New  York  Correspondent  of  each.  Also,  alphabetical  lists  of  Cashiers 
and  Assistant  Cashiers.  The  Private -Bankers  in  the  United  States,  with  name 
of  New  York  Correspondent  of  each.  Also,  six  hundred  Savings  ‘Banks  in 
the  United  States.  The  Banks  and  Bankers  of  Canada,  New  Brunswick,  Nova 
Scotia,  etc.  The  Banks  and  Bankers  in  the  leading  cities  of  Europe,  Asia, 
Africa,  Australia,  South  America,  West  Indies,  etc.,  compiled  in  London  ex- 
pressly for  this  work. 

Besides  the  usual  amount  of  important  Statistical  information,  the  Almanac 
will  contain  among  other  illustrations : Twelve  new  Designs  of  Bank  Buildings 
for  City  and  Country  Banks,  prepared  for  this  volume  by  Mr.  H.  J.  Preston, 
Architect,  Boston ; also,  New  Bank  Buildings  in  Philadelphia  and  other  cities. 

The  names  of  new  Banks  or  Bankers,  and  any  information  or  suggestions 
for  the  new  volume,  will  be  thankfully  receivea.  Orders  for  the  Cards  of 
Banks  and  Bankers  to  appear  in  the  Almanac  should  be  sent  on  at  once. 

The  Almanac  and  Register  for  1875  will  be  sent  only  when  distinctly 
ordered.  Banks  accustomed  to  rely  upon  receiving  the  work  without  an  order 
will  please  observe  that  it  will  not  be  so  sent  hereafter.  The  price  is  $3- 

Those  who  order  and  pay  for  the  Almanac  before  December  15th,  1874, 
will  be  furnished  in  addition  with  a Supplement,  whenever  the  Second  Edition 
shall  be  issued,  containing  all  the  essential  changes  of  the  latter. 


The  Redemption  Agency  has  made  several  calls  upon  the  national  banks 
since  the  suspension  of  redemptions,  to  reimburse  tne  Treasurer  for  their 
notes,  redeemed  and  assorted.  When  the  banks  shall  have  responded,  the  Agency 
will  be  in  a condition  to  resume  its  functions.  The  force  of  the  Agency  is  now 
sufficient  to  count  and  assort  the  bank-notes  as  fast  as  they  are  received. 
Hereafter  calls  will  be  made  upon  the  banks  for  reimbursement  as  their  notes 
are  assorted.  The  five  per  cent,  deposit  leaves  so  small  a margin  for  the  Agency 
to  work  upon  that  Congress  will  be  asked  for  additional  legislation  to  place 
the  Redemption  Bureau  in  such  condition  as  shall  enable  it  to  meet  all  re- 
quirements without  the  possibility  of  future  suspension.  It  is  evident  that  the 
deposit  of  five  per  cent,  of  the  reserves  affords  too  slight  foundation  for  opera- 
tions. Some  banks  failed  to  deposit  even  that  amount  when  the  Bureau  was 
established,  and  it  was  difficult  to  induce  them  to  comply  with  the  law.  The 
amounts  of  worn  and  mutilated  notes  daily  received  are  now  comparatively 
small,  but  it  is  feared  that  if  the  Bureau  should  resume  without  due  preparation, 
the  notes  would  be  received  in  such  accumulated  quantities  as  to  embarrass 
Business  materially.  It  is  uncertain  when  the  redemption  will  be  resumed. 
Its  temporary  stoppage  arose  from  the  fact  that  the  law.  required  redemptions 
to  begin  at  once,  before  any  preparations  for  assorting  the  redeemed  money 
could  be  made.  Nearly  $ 12,000,000  of  the  original  five  per  cent,  deposit  of 
$1 7,500,000  were  exhausted  before  the  assortment  could  be  gotten  under  way. 
As  the  Treasurer  cannot  call  upon  the  banks  to  reimburse  him  for  his  re- 
demptions of  their  notes  until  tne  notes  are  assorted,  the  Agency  had  really 
only  about  $ 5,500,000  to  run  upon  after  it  was  fairly  started.  The  Comptroller 
of  the  Currency  is  prepared  to  reissue  new  notes  to  all  National  banks  imme- 
diately upon  being  informed  by  the  Treasurer  that  he  has  been  reimbursed  for 
»oles  previously  redeemed  by  the  Redemption  Bureau. 
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The  Bank  Redemption  Agency  says  that  of  the  notes  sent  for  redemptioi 
those  fit  for  classification  are  carefully  selected,  but  the  proportion,  thus  fai 
has  not  been  large  enough  to  warrant  their  assortment  by  banks.  There  is  n 
disposition  to  cause  the  destruction  of  notes  really  fit  for  circulation.  It  i 
stated  at  the  Agency  that  of  the  large  amounts  of  notes  sent  to  it  a 
worn  and  mutilated,  less  than  one  per  cent,  are  fit  for  circulation. 

Call  for  the  Notes  of  National  Banks.  — The  Secretary  of  th 
Treasury,  on  the  request  of  the  Comptroller  of  the  Currency,  has  issued  a circi 
lar  to  the  Assistant  Treasurers  and  Designated  National  Bank  Depositarie 
directing  them  to  assort  and  return  to  the  Treasury  for  redemption  all  notes  < 
National  banks  which  have  failed  or  gone  into  liquidation,  or  which  have  d< 
posited  legal-tender  notes  for  the  purpose  of  withdrawing  a portion  of  the 
circulation.  The  total  amount  of  such  circulation  outstanding  is  more  tha 
$ 13,000,000. 

Five. Twenty  Bonds. — The  Secretary  of  the  Treasury  made  on  October  1 
a call  for  $ 10,000,000  in  5*20s,  for  redemption  in  three  months.  We  give  c 
another  page  a complete  summary  of  all  the  calls  made  to  this  date. 

The  Annual  Meeting  of  the  Clearing-House  Association  was  he! 
on  October  7th,  at  the  Clearing-House.  The  officers  were  elected  for  the  ensuii 
year,  as  follows  : 

Chairman — Charles  F.  Hunter. 

Secretary — M.  F.  Reading. 

Manager — Wt  A.  Camp. 

Clearing-House  Committee — Jacob  D.  Vermilye,  Moses  Taylor,  Henry  F.  Vai 
Robert  Buck,  John  L.  Everitt. 

Conference  Committee — William  A.  Falls,  Charles  P.  Leverich,  J.  Lee  Smit 
Richard  Berry,  John  Castree.  • 

Nominating  Committee — Sylvester  R.  Comstock,  James  M.  Morrison,  Jam' 
D.  Fish,  William  H.  Cox,  Alexander  Gilbert. 

Committee  on  Admissiofts — W.  A.  Hall,  W.  L.  Jenkins,  R.  P.  Perri 
O.  H.  Schreiner,  John  Parker. 

Arbitration  Committee — R.  H.  Lowry,  George  I.  Seney,  A.  H.  Trowbridf 
George  W.  Duer,  N.  F.  Palmer. 

The  total  transactions  of  the  Clearing-House  for  the  year  amount  1 
$24,142,680,912.38,  and  the  total  transactions  since  its  organization,  a period 
twenty-one  years,  amount  to  $411,730,484,840.87. 

Sale  of  the  Commonwealth  Bank  Building.— On  October  14th,  the  fiv 
story  brown-stone  building  at  the  corner  of  Nassau  and  Pine  streets,  belongii 
to  the  National  Bank  of  the  Commonwealth,  was  sold  at  auction,  by  order  of  tl 
receiver,  to  John  E.  Williams,  President  of  the  Metropolitan  Bank,  f 
$215,000.  It  is  understood  to  have  been  bought  by  the  Clearing-Hous 
Association. 

The  receiver  of  the  Bank  of  the  Commonwealth  expects  to  declare  a fin 
dividend  of  20  per  cent,  to  depositors  within  thirty  days. 

Bank  Buildings. — It  has  been  wrongly  stated  in  a former  number  of  tl 
magazine,  in  common  with  all  our  city  papers,  that  the  Ocean  Bank  buildir 
at  the  corner  of  Fulton  and  Greenwich  streets  was  to  be  taken  down  ar 
replaced  by  tenement  houses.  This  has  been  done  with  the  Merchant 
Exchange  Bank  building  at  the  corner  of  Dey  and  Greenwich.  The  Ocei 
Bank  structure  remains,  and  has  been  either  bought  or  leased  by  the  Ol 
Dominion  Steamship  Company. 

Foreign  Exchange. — Messrs.  M.  K.  Jesup,  Paton  & Co.,  52  William  St 
having  made  very  satisfactory  arrangements  for  their  London  account,  with  tl 
Union  Bank  of  London,  now  offer  time  and  demand  bills  on  thi 
Institution. 
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Mr.  John  Austin  Stevens,  for  many  years  President  of  the  Bank  of 
Commerce,  died  on  October  19th,  at  his  residence  in  New  York,  in  his  eight- 
ieth year.  Mr.  Stevens  was  for  a long  time  President  of  the  Merchants' 
Exchange,  also  Secretary  of  the  Chamber  of  Commerce.  He  was  President 
of  the  Bank  of  Commerce  from  its  organization  in  1839  until,  feeling  the 
weight  of  years,  he  resigned  in  1866.  He  was  Chairman  of  the  Committee  of 
the  Banks  of  New  York,  Philadelphia,  and  Boston,  which  assembled  here  at 
the  beginning  of  the  rebellion,  to  extend  aid  to  the  Government,  and  which 
afforded  it  a loan  of  $ 50,000,000.  Throughout  the  war,  his  counsel  was  fre- 
quently sought  by  the  Treasury  Department,  and  to  his  opinions  great  weight 
was  always  attached. 

The  Freedman’s  Savings  and  Trust  Company. — The  Commissioners 
are  still  unable  to  announce  when  the  first  dividend  will  be  paid.  They  are 
said  to  have  only  about  $ 50,000  in  the  treasury,  and  $ 600,000  are  required 
to  make  a dividend  of  20  per  cent.  In  the  present  condition  of  the  money 
market,  the  collections  being  slow  and  small,  it  will  take  a long  time  to  raise 
sufficient  funds  for  such  a dividend.  The  approximate  liabilities  on  the  nth  of 
July  were  $2,800,000,  and  the  assets  $2,700,000.  While  much  will  be  lost 
in  collections,  a considerable  sum  will  be  realized  in  accumulated  interest.  As 
a matter  of  economy,  it  has  been  determined  to  close  all  the  branches  at  once. 

Alabama.  — The  Commissioners’  Court  at  Selma,  on  October  1st,  decided 
the  $ 140,000  worth  of  county  bonds  issued  to  the  New  Orleans  and  Selma 
Railroad  to  be  illegal  and  void,  and  refused  to  levy  a tax  to  pay  the  interest. 

Connecticut. — Failure. — The  Townsend  Savings  Bank-  of  New  Haven 
tailed  on  September  25th,  with  liabilities  of  nearly  three  millions  of  dollars, 
and  its  affairs  have  been  placed  in  the  hands  of  a receiver.  From  an  exami- 
nation made  two  months  before  by  the  State  Bank  Commissioners,  it  appeared 
that  the  company  had  bought  heavily  of  Southern  State  and  railroad  bonds  at 
a low  figure,  with  the  hope  that  in  time  they  would  afford  a large  profit  to 
the  bank,  but  their  value  gradually  depreciated,  and,  after  repeated  attempts  to 
sell  them  in  London,,  they  came  to  t>e  regarded  as  almost  worthless.  This 
becoming  known  to  depositors,  a run  began,  and  the  bank  closed  its  doors, 
taking  advantage  of  tne  time  allowed  by  law.  Assurances  were  repeatedly 
given  in  the  daily  papers  that  the  bank  had  an  'amount  of  good  first  mortgages 
of  real  estate  in  the  city  sufficient  to  meet  all  its  liabilities,  but  these  state- 
ments proved  unfounded.  Nearly  all  the  depositors  are  of  the  laboring  classes. 

The  Hew  Haven  Journal  of  September  30th  thus  describes  the  condition  of 
this  institution : “ The  assets  and  liabilities  of  the  bank  may  be  set  down, 
upon  estimate,  in  round  numbers,  as  follows:  In  mortgages  upon  real  estate 
in  this  city  and  other  portions  of  New  Haven  county,  one  million'  dollars; 
first  mortgage  bonds  upon  Union  Gas  Company  property,  New  York  city,  half 
a million  dollars;  Philadelphia  real  estate,  $230,000;  New  Haven  real  estate 
owned  by  the  bank,  $90,000;  loans  on  collaterals,  which  include  those  fur- 
nished as  security  for  the  Ryder  loan  and  other  bonds  and  stocks,  also  loans 
on  personal  security,  about  one  million  dollars.  Of  the  above  allow  $ 100,000, 
in  round  numbers,  for  shrinkage  in  real  estate,  and  you  have  a total  of  over 
$2,800,000,  which  is  about  the  sum  of  the  liabilities  of  the  bank.  It  will  be 
remembered  that  the  collaterals  securing  the  loans  amounting  to  a million 
amount  to  a large  sum.  Some  of  the  collaterals  are  not  very  desirable ; others 
have  a market  value  which  may  be  largely  increased  if  the  wheel  of  fortune 
should  turn  the  right  way.” 

Illinois. — The  First  National  Bank  of  Cairo  has  discontinued  business,  and 
is  closing  up  its  affairs. 

Arrest . — Mr.  S.  A.  Briggs,  formerly  Vice-President  of  the  now  bankrupt 
Franklin  Savings  Bank  of  Chicago,  was  arrested  in  New  York,  on  September 
19th,  on  the  suit  of  a creditor  of  the  bank,  but  was  released  on  tne  24th, 
having  promised  to  go  at  once  to  Chicago  to  challenge  trial.  Grave  charges 
of  embezzlement  have  been  made  against  him,  while  his  friends  assert  nis 
entire  innocence  of  any  culpability  in  the  affairs  of  the- bank. 

Paris. — Mr.  C.  W.  Levings,  who  has  been  President  of  the  Edgar  County 
National  Bank  from  its  organization,  having  resigned  on  account  of  ill  health, 
Mr.  R.  N.  Parrish  has  been  elected  to  succeed  nim  in  that  office. 
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Chicago. — The  leading  items  in  the  statements  of  the  National  banks  con 


pare  as  follows  : 

October  2,  June  26,  December  16. 

1874.  1874.  1871. 

Capital $ 8,850,000  . . $ 9,000,000  . . $ 7,800,000 

Surplus 1.  4,075,898  ..  3,975,804  ..  2,824,276 

Loans 25,042,955  ..  24.111,753  ..  18,870,352 

Deposits 33,313,470  --  33.222,541  ..  25,849,137 

Total  liabilities 38,178,315  ..  39,070,141  ..  17,014,287 

Cash  means 19,381,215  ..  20,090,941  ..  


Almost  all  the  banks  show  liberal  deposits,  a comparatively  moderate  lir 
of  loans  for  this  period  of  the  year,  and  a large  amount  of  idle  money  c 
hand.  Indeed,  the  statements,  as  a whole,  are  doubtless  the  strongest  th; 
have  ever  been  presented  during  the  fall  months. — Chicago  Times . 

Indiana. — The  old  and  well-known  firm  of  W.  J.  Lowry  & Co.,  at  Evansvill 
has  been  dissolved,  and  its  surviving  members  have  established  the  Citizen 
National  Bank  of  Evansville.  The  officers  are  : R.  C.  Slaughter,  President ; 
H.  McNeely,  Vice-President ; and  S.  P.  Gillett,  Cashier.  The  capital  of  the  ne 
bank  is  $175,000. 

Iowa. — The  resignation  of  Mr.  D.  E.  Cooper,  Cashier  of  the  Citizens*  Nation 
Bank  of  Winterset, having  been  tendered  and  accepted,  Mr.  L.  F.  Smith  has  bee 
elected  Cashier  of  the  bank,  and  Mr.  W.  F.  Hadley  its  Vice-President. 

Kansas. — The  State  National  Bank  of  Topeka  has  commenced  business  wil 
a capital  of  $100,000,  taking  the  business  of  the  Kansas  Valley  Bank,  which  h: 
been  discontinued.  The  officers  of  the  new  bank  are  : Geo.  \V.  Veale,  Presidei 
(late  Vice-President  Topeka  Bank  and  Savings  Institution);  Chas.  N.  Rix,  Via 
President  (late  Cashier  Kansas  Valley  Bank) ; and  J.  R.  Swallow,  Cashier  (lal 
Cashier  Osage  City  Savings  Bank).  New  York  correspondents,  Messrs.  Donne! 
Lawson  & Co. 

Kansas. — The  many  friends  of  Mr.  H.  M.  Northrup,  formerly  of  the  firm  < 
Northrup  & Chick,  New  York,  will- be  glad  to  hear  that,  having  settled  up  all  th 
affairs  of  that  firm,  he  has  established  a new  banking  house  at  Wyandotte,  Kansa 
the  style  of  which  is  Northrup  & Son.  Their  correspondents  in  this  city  ai 
Messrs.  Donnell,  Lawson  & Co. 

Louisiana. — The  Citizens’  Bank  of  New  Orleans,  wdiose  suspension  w*as  an 
nounced  in  our  last  number,  has  resumed  business,  the  comparatively  little  ai 
needed  for  that  object  having  been  promptly  afforded. 

The  statement  that  , this  institution  had  gone  into  bankruptcy  was  an  erroi 
which  arose  in  some  of  the  daily  papers  and  was  confirmed,  through  some  misur 
derstanding,  by  its  correspondent  m this  city. 

Boston  Bank  Dividends. — Boston  has  fifty-eight  banks*  and  they  paid  h 
semi-annual  dividends  in  October  $2,168,500,  against  $2,412,900  last  Apri 
and  $2,186,000  a year  ago.  They  pay  their  entire  municipal  tax  direct  to  th 
city  at  the  rate  of  $ 15.60  per  $ 1,000  of  taxable  value  May  1,  which  is  rate 
on  the  market  price  at  that  date,  and  all  (except  two)  make  a net  dividem 
free  of  all  taxes,  these  two  deducting  the  tax  from  the  dividend  of  each  stock 
holder.  The  aggregate  tax  amounts  to  $ 1,024,818.60,  or  an  average  of  1.9; 
per  cent,  on  the  $52,200,000  bank  capital,  at  its  par  value.  Last  year  th< 
total  tax  was  $768,883.20  and  1.55  per  cent.,  the  difference  being  mainly  due  t< 
the  increased  rate  of  taxation  from  $12.80  to  $15.60  per  thousand.  Th< 
changes  in  bank  dividends  from  April  are  mostly  in  consequence  of  paying  th< 
tax  at  this  time,  but  in  comparison  with  one  year  ago,  when  the  tax  of  187^ 
came  in,  the  only  real  reductions  are  in  the  National  Bank  of  Brighton,  6j^ 
to  5 per  cent;  Freeman’s,  5 to  4^  per  cent.;  and  the  Second  National,  six  tc 
five  per  cent.  Several  others  fall  off  from  the  April  payment  to  the  same  pei 
cent,  as  in  October,  1873.  The  National  Security  nominally  reduces  from 
four  to  three  per  cent.,  but  it  is  the  intention  to  continue  this  rate  quarterly 
instead  of  semi-annually.  Thfe  First  Ward  National  Bank,  new  June  I,  1873, 
increased  its  capital  from  $200,000  to  $300,000  March  6,  1874,  and  now  pays 
its  first  dividend!  of  four  per  cent,  on  the  full  amount.  The  Everett  doubled 
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its  capital  ($200,000  to  $400,000)  September  I,  paying  interest  on  the  install- 
ments of  the  new,  and  the  Blackstone  will  increase  from  $1,500,000  to 
$2,000,000  October  1.  Of  the  fifty-eight  banks  three  pay  seven  per  cent.,  four 
per  cent.,  sixteen  five  per  cent.,  three  four  and  a naif  per  cent.,  twenty- 
two  four  per  cent.,  two  three  and  a-half  per  cent.,  seven  three  per  cent.,  and 
one  divides  January  and  July.  The  average  rate  is  .4.37  per  cent,  and  includ- 
ing taxes  6.36  per  cent. — Daily  Advertiser. 

Philadelphia. — The  banking  house  of  E.  W.  Clark  & Co.,  which  temporarily 
stopped  payment  about  one  year  ago,  and  then  arranged  with  its  depositors  for 
parment  of  all  claims  at  designated  periods  in  the  future,  the  last  extending  to 
July  1,  1875,  now  gives  notice  that  it  is  prepared  to  anticipate  the  remainder  of  its 
extended  notes,  and  invites  all  holders  to  present  them  for  payment  without  delay. 
We  pe  gratified  in  announcing  the  full  recovery  of  this  old-established  house  to 
credit,  and  hope  it  may  long  continue  to  deserve  the  confidence  of  its  friends  and 
the  public. — Philadelphia  Ledger. 

Jay  Cooke  & Co. — One  of  the  surprising  things  in  connection  with  the  failure 
of  Jay  Cooke  & Co.  is  the  magnitude  of  their  business.  At  the  recent  trial  in 
Philadelphia,  Mr.  Morehead,  one  of  the  partners,  testified  that  this  firm  negotiated 
for  the  Government  $1,930,000,000  in  bonds,  and  afterwards  bought  and  sold 
$3,000,000,000  in  addition.  In  ten  years  the  firm  transacted  a business  covering 
five  billions  of  dollars,  a larger  amount  than  was  ever  handled  in  the  same  time  by 
auy  house  in  the  world.  Mr.  Morehead  thinks  the  house  failed  from  over-confi- 
dence. It  had  been  dazzled  by  the  enormous  sums  handled  until  $8,ooo,boo 
*emed  a mere  bagatelle.  Instances  of  failure  from  doing  too  large  and  profitable 
a business  are  rare. 

Utah. — The  Deseret  National  Bank  at  Salt  Lake  City  announce,  in  our. adver- 
tising sheet,  their  readiness  to  attend  promptly  to  collections  for  that  region. 
They  understand  the  duty  of  taking  pains  in  such  business,  whether  the  amount 
he  small  or  large. 


Molson’s  Bank. — The  annual  general  meeting  of  this  bank  was  held  at 
Montreal  on  October  I2th.  The  report  showed  that  after  paying  eight  per 
cent,  dividends  this  year,  there  remained  $ 100,000  to  be  transferred  to  Rest 
account.  The  Reserved  Profits  account  is  now  $450,000,  or  22 y2  per  cent,  of 
the  capital.  This  result  of  the  year’s  business  is  very  gratifying  to  the  stock- 
holders. The  real  estate  owned  by  the  bank,  for  the  use  of  some  of  its 
branches,  has  largely  increased  in  value  since  its  purchase.  A branch  has 
been  established  at  Smith’s  Falls.  The  Board  of  Directors  was  unanimously 
re-elected;  and,  subsequently,  the  same  officers  also. 

Halifax,  Sept.  29. — The  Directors  of  the  Nova  Scotia  Bank  have  decided 
to  issue  1,250  new  shares  of  $ 200  each,  at  a premium  of  twenty-five  per  cent., 
payable  by  installments.  It  is  to  be  issued  only  to  shareholders  in  the  pro- 
portion of  one  new  share  to  three  old  ones.  The  new  call  will  make  the  capi- 
tal one  million  dollars. — Montreal  Herald. 

Prince  Edward  Island. — Mr.  George  Macleod,  late  Manager  at  Renfrew  of 
the  Branch  Bank  of  British  North  America,  has  been  appointed  Cashier  of 
the  Union  Bank  of  Prince  Edward  Island.  Mr.  Macleod  is  reputed  to  be 
fitted  by  an  ample  experience  to  fill  ably  this  position. 

Nova  Scotia.— An  agency  of  the  bank  of  British  North  America  is  to  be 
opened  at  Stellatown — the  center  of  the  Pictou  coal  district. 


More  Forged  Bonds. — Fraudulent  and  forged  twenty-year  bonds  of  the 
town  of  Greenville,  before  its  annexation  to  Jersey  City,  have  been  put  in  circu- 
lation. Some  of  these  bonds,  which  had  been  pledged  to  a Wall  street  broker 
15  collateral,  have  been  recently  found  to  be  an  over-issue. 
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THE  NATIONAL  COINAGE. 


The  operations  of  the  mints  and  assay  offices  during  the  fiscal  year  ending 
June  30,  1874,  are  shown  by  the  following  statement  : 

Gold  deposits $68,861,594  97 

Silver  do.  purchases 15,122,151  31 


Total  amount  received  and  operated  upon $83,983,746  28 

Of  the  above,  $20,736,387.82  gold,  and  $10,822,658.16  silver,  were  producer 
om  the  mines  of  the  United  States. 

Coinage. 

Gold $ 50,442,690  00 

Silver  trade  dollars 3,588,900  00 

Subsidiary  coin 2,394,701  30 

Minor  coinage 411,925  00 


Total  coinage $56,838,216  30 

The  difference  between  the  amount  of  deposits  and  the  amount  coined 
to  the  redeposits,  which  amounted  to  $23,356,577.44. 

Bars. 

Fine  gold  bars  of  standard  or  above $20,901,112  59 

Unparted  gold 10,584,705  41 


Total  gold $31,485,818  00 


Fine  silver  bars $5>937>49°  68 

Unparted  silver  bars 910,308  50 


$6,847,799  18 

The  coinage  of  trade  dollars,  including  the  amount  coined  to  the  close  ol 
September  30,  1874,  is  more  than  half  of  the  entire  amount  from  1793  to 
>*73.  inclusive  of  the  old  silver  dollar. 


New  Mode  of  Identification. — The  Alta  California  suggests  that  the 
difficulty  encountered  by  strangers  who  present  checks  payable  to  order  should 
be  obviated  by  means  of  portraits.  The  payee  to  be  required  “ to  supply  a 
couple  of  photographs  of  himself,  on  thin  paper,  to  the  drawer,  who  mieht 
fasten  ohe  to  the  draft  and  send  the  other  to  the  drawee  by  mail.  The  pho- 
tograph has  not  yet  been  introduced  in  banking  business,  as  we  believe  it 
should  and  will  be.  The  time  will  come  when  no  large  sum  will  be  paid  at 
the  bank  to  a stranger  without  requiring  him  to  deliver  a good  photograph  of 
himself  to  the  paying  clerk,  who  can  then  and  there  compare  it  with  the  per- 
son before  him,  paste  it  on  the  back  of  the  draft  or  check,  mark  it  ‘correct/ 
and  sign  it.  Such  precaution  would  prevent  many  of  the  crimes  now  com- 
mitted, and  becoming  more  frequent  and  more  serious  every  day.” 

This  might  do  well  enough  in  the  case  of  checks  presented  in  person  by 
the  payee,  but  when  they  are  transferred  by  indorsement  to  another,  the  utility 
of  tne  photograph  does  not  appear.  We  doubt  whether  even  so  troublesome 
and  expensive  an  expedient  would  long  withstand  the  skill  of  modern  ras- 
cality, which  would  soon  learn  to  counterfeit  even  the  person  represented. 
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CHANGES  OF  PRESIDENT  AND  CASHIER. 

( Monthly  List;  continued  from  October  No.,  page  321.  J 

October,  1874. 

GF*  Banks  are  requested  to  furnish  prompt  notice  of  any  future  changes. 

Name  0/  Bank.  Elected.  In  place  0/ 

Bull’s  Head  Bank,  N.  Y.  City James  E.  Kelley.  /Vw/.Adam  S.  Cameron. 

Mer.  N.  Bank,  Little  Rock,  ARK. .. . Lucien  W.  Coy,  Cash  ..J.  W.  Smith. 

First  N.  Bank, Col.  Springs,  Col...  .George  H.  Stuart,  Prest* F.  L.  Martin. 

Edgar  Co  Nat.  Bank,  Paris,  III.  ...R.  N.  Parrish,  “ Calvin  W.  Levings. 
State  Sav.  Bk,  Indianapolis,  IND. ..  .William  Hannaman,  44  Charles  Mayer. 

First  Nat.  Bk,  Lawrenceburg,  44  ..  .Henry  Fitch,  Cash P.  Braun. 

Citizens’ Nat  Bk.,  Win terset^ Iowa. Levi  F.  Smith,  44  Daniel  E.  Cooper. 

BiddefordNat.Bk.,Biddeford,ME. ..  .Chas.  E.  Goodwin,  CVwA.  Rich’d  M.  Chapman. 

Franklin  Bank,  Baltimore,  Md IS.  Sprigg  Belt,  “ Charles  Goodwin. 

Exchange  Bank,  St  Louis,  Mo Joseph  Bogy,  Prest. S.  M.  Edgell. 

Lancaster  Co.  Bank, Lincoln, Neb. . .J.  C.  Leonard,  Cash...F.  E.  Atwood. 

Bank  of  Havana,  Havana,  N.  Y. ..  '.M.D. Carpenter,  A.  Cash. Geo.  W.  Carpenter. 
Franklin  Nat.  Bank,  Columbus,  O. -Charles  J.  Hardy,  44  David  Overdier. 

Nat.  Exchange  Bank,  44  " George  W.  Links,  44  Charles  J.  Hardy. 

U.  S.  Banking  Co.,  Philadelphia,  Pa.  Wm.  F.  Simes,  Prest..  -L.  M.  Bond. 

Lehigh  Val.  Nat.  Bk  , Bethlehem,  44  H.  G.  Borhek,  Cash A.  N.  ('leaver. 

United  States  Bank,  Pittsburg,  41  D.  Z.  Brickell,  Prest. ..  .Joseph  Walton. 

People’s  Bank  of  S.C., Charleston, SC. Geo.  E.  Gibbon, 44 John  Hanekel. 

44  “ 44  44  44  W. George  Gibbs,  Cash.J.  B.  Betts.- 


THE  PREMIUM  ON  GOLD  AT  NEW  YORK, 

September  and  October,  1874. 

( Continued  from  October  Number , page  321.) 


1S74. 

Lowest,  Highest . 

Lowest. 

Highest. 

Lowest. 
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January  . . 
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. IO 
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. IO 
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ntf  - 

13* 
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11* 
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10 
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NEW  BANKS,  BANKERS  AND  SAVINGS  BANKS. 


( Monthly  List , continual  from  October  Number , page  322. ) 

HP*  Additions  for  this  list  are  solicited  from  the  subscribers  to  this  work. 


Place  and  State.  Name  0/  Bank . N.  Correspondent. 

Petaluma,  Cal First  National  Gold  Bank..  

Georgetown,  Col Fish,  Phelps  & Co Kountze  Brothers. 

Hartford,  Conn J.  A.  Butler  & Co Allen,  Stephens  & Co. 

Yankton,  Dacotah..  Yankton  Bank Fourth  National  Bank. 


Newcastle,  Del 

Jacksonville,  Fla 

Apalachicola,  “ 

Altona,  “ 

Fairbury,  “ 

Galesburg,  “ 

Moweaqua,  “ 

Oakland,  “ 

Onarga,  “ 

Preston,  “ 

Rock  Falls,  “ 

Sullivan,  “ 

Evansville,  Ind 

Lafayette,  “ 

Terre  Haute,  “ 


Cleaver  Brothers  & Co E.  D.  Randolph  & Co. 

Ambler  National  Bank 

W.  F.  Quaile  & Co Allen,  Stephens  & Co. 

H.  P.  Johnson  & Co City  National  Bank,  Chicago. 

Bartlett,  Beach  & Downing..  Allen,  Stephens  & Co. 

Joseph  Tillson Allen,  Stephens  & Co. 

V.  Snyder  & Co Gilman,  Son  & Co. 

Oakland  Bank Winslow,  Lanier  & Co. 

Wilson  Brothers George  Opdyke  & Co. 

A.  L.  Bartholomew  & Co..  Allen,  Stephens  & Co. 

E.  Brookfield Third  National  Bank. 

T.  B.  Trower  & Son Merchants’  Exch.  Nat.  Bank. 

Citizens’  National  Bank Winslow,  Lanier  & Co. 

German  Savings  Bank None. 

Vigo  County  Bank Importers  & Traders’  Nat.  B. 


Allerton,  Iowa..  First  National  Bank 

Carroll,  “ ..  George  W.  Paine 

Calmar,  “ ..  John  Scott 

Fort  Dodge,  “ ..  H.  Beecher 

Guthrie  Centre,  “ ..  Ira  P.  Wetmore 

Iowa  Falls,  “ ..  Bank  of  Iowa  Falls 

“ ..  T.  H.  Hart 

Keokuk,  “ ..  S.  P.fPond  & Co 

Lemars,  “ ..  Plymouth  County  Bank. 

Mt.  Ayr,  “ ..  Ringgold  County  Bank  . 

Oskaloosa,  “ ..  Gibbs  Brothers 

vSalina,  “ . . A.  W.  Ocobock 


Corbin  Banking  Co. 

Corbin  Banking  Co. 

First  National  Bank. 

Allen,  Stephens  & Co. 

Corbin  Banking  Co. 
Importers  & Traders’  Nat.  B. 
Gilman,  Son  & Co. 

Corbin  Banking  Co. 

Gilman,  Son  & Co. 

Gilman,  Son  & Co. 

Corbin  Banking  Co. 


Alma,  Kan Farmers’  Savings  Bank Corbin  Banking  Co. 

Holton,  “ Farmers’  Bank Donnell,  Law  son  & Co. 

Washington, “ George  W.  Shriner  & Co..  Corbin  Banking  Co. 


Lawrenceburg,  Ky.  ..  Anderson  County  Nat.  Bank.  J.  B.  Alexander  & Co. 
Murray,  “ ...  Hale,  Head  & Co Norton,  Slaughter  & Co. 

Baltimore,  Md Drovers’  Bank 

“ “ Traders’  Bank 


Boston,  Mass R.  L.  Day  & Co 

“ “ Brewster,  Bassett  & Co Edward  Sweet  & Co. 

“ “ J.  B.  Moors  & Co Morton,  Bliss  & Co. 


Digitized  by 


Google  - 


1874. 


NEW  BANKS,  BANKERS  AND  SAVINGS  BANKS. 


403 


East  Tawas,  Mich.  ..  Tawas  Banking  Co Ninth  National  Bank. 

Jackson,  44  ...  Interest  and  Deposit  Bank..  Ninth  National  Bank. 

Lynn,  44  .. . W.  H.  Freeman Allen,  Stephens  & Co. 

Quincy,  44  %. . Bowen  & McGowan Allen,  Stephens  & Co. 

Romeo,  44  ...  Giddings  & Moore Importers  & Traders’ Nat.  B. 

Williamston,  “ ...  Crossman  & Whipple Merchants’ National  Bank. 

Wells,  Minn Easton  & Hangan Ninth  National  Bank. 

Winona,  44  United  National  Bank . First  National  Bank. 

Canton,  Miss John  B.  Howell Norton,  Slaughter  & Co. 

Shelbina,  Mo Bank  of  Shelbina First  National  Bank. 


Lincoln,  Neb R.  E.  Moore Gilman,  Son  & Co. 

Omaha  City,  44  Byron,  Reed  & Co Kountze  Brothers. 

u 44  H.  Pandt  & Co Kountze  Brothers. 

Tekamah,  *4  M.  R.  Hopewell Kountie  Brothers. 

Virginia  City,  Nev...  George  T.  Marge First  National  Bank. 

Perth  Amboy,  N.  J..  Middlesex  County  Bank....  Fourth  National  Bank. 

Greene,  N.Y N.  F.  Moore Importers  & Traders’  N.  B. 

Lima,  44  Bank  of  Lima Donnell,  Lawson  & Co. 


Ashland,  Ohio 
Bellevue,  44 
Carey,  44 

Gallipolis,  44 
Hudson,  44 
Marion,  44 
Toledo,  44 


Farmers'  Bank Third  National  Bank. 

Exchange  Bank Third  National  Bank. 

D.  Straw  & Co.. Ninth  National  Bank. 

Ohio  Valley  Bank Winslow,  Lanier  & Co. 

S.  Straight  & Son American  Exchange  Nat.  B. 

Fahey’s  Bank  Ninth  National  Bank. 

V.  Hamilton  & Co Merchants’  Ex.  Nat.  Bank. 


Philadelphia,  Pa 

« «< 

« 44 

Hyde  Park,  44  

McKeesport,  44  

Marietta,  44  

Pittsburgh,  44  

Charleston,  S.  C 


Justice  Bateman  & Co Drexel,  Morgan  & Co. 

Markoe  & Brother E.  D.  Randolph  & Co. 

J.  Moss,  Jr E.  D.  Randolph  & Co. 

Miners  & Merch’s’  L.  & B.  A.  First  National  Bank. 

People's  Savings  Bank None. 

Exchange  Bank Vermilye&  Co. 

City  National  Bank...!....  Importers  & Traders’  N.  B. 

W.  S.  Hastie  & Son Fourth  National  Bank. 


Gallatin,  Tenn 

Belton,  Texas 

Dallas,  44  

“ 44 

Bastrop,  44  

Galveston,  44  

Gonzales,  44  • 

Hillsboro,  44  

Lockhart,  44  

Paris,  44  

San  Marco, 44  

Waco,  44  


Sumner  Deposit  Bank None. 

Chamberlin  Brothers Kountce  Brothers. 

Schneider  & Davis Kountze  Brothers. 

R.  V.  Tompkins Allen,  Stephens  & Co. 

Higgins  & Garwood Swejison,  Perkins  & Co. 

Moody  & Jemison Norton,  Slaughter  & Co. 

Lewis  & Dilworth SwensOn,  Perkins  & Co. 

Abbott  & McDonald Swenson,  Perkins  & Co. 

Harbert,  Blanks  & Co Swenson,  Perkins  & Co. 

McNeil  Brothers Ninth  National  Bank. 

L.  W.  Mitchell  & Brothers..  Swenson,  Perkins  & Co. 

N.  H.  Conger  & Co Allen,  Stephens  & Co. 

Waco  National  Bank Winslow,  Lanier  & Co. 


Charlottesville,  Va..  B.  C.  Flannagan  & Son Swenson,  Perkins  & Co. 

Clarksburg,  W.  V...  Bank  of  West  Virginia Ninth  National  Bank. 


Jaflferson, 

fceedsbtti 


>eed$bttrg; 


Wis. 


Farmers  & Merchants*  Bank.  First  National  Bank. 
Reedsburg  Bank Vermilye  & Co. 
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OFFICIAL  BULLETIN  OF  NEW  NATIONAL  BANKS, 
Authorized  Sept.  23  to  Oct.  13,  1874. 


No.  Name  and  Place . President  and  Cashier . Capital. . 

A uthorized.  Paid. 

2188  Citizens’  National  Bank,  Robert  C.  Slaughter . . $175,000  .$128,95) 

Evansville,  Ind Simeon  P.  Gillett.. 

2189  Waco  National  Bank,  William  A.  Fort 100,000  . 50,00 

Waco,  Texas George  W.  Jackson. 

2190  Anderson  Co.  National  Bank  J.  A.  Witherspoon  . ..  100,000  . 58,30 

Lawrenceburg,  Ky.  J.  A.  McBrayer. . .. 

2191  First  National  Bank,  William  Bradley.....  50,000  . 50,00 

Allerton,  Iowa T.  P.  Walden 

2192  State  National  Bank,  George  W.  Veale 100,000  50*00" 

Topeka,  Kansas...  J.  R.  Swallow 

2193  First  National  Gold  Bank,  I.  G.  Wickersham . . . 200,000  . 100,00 

Petaluma,  Cal H.  H.  Atwater 

2194  Ambler  National  Bank,  D.  G.  Ambler 50,000  42,50 

Jacksonville,  Fla..  Thomas  H.  Maxey. 

2195  City  National  Bank,  Dominick  Ihmsen . 200,000  . 200,00 

Pittsburgh,  Pa J.  W.  Taylor 


DISSOLVED,  DISCONTINUED  OR  CHANGED. 

( Monthly  List ',  continued,  from  October  No.,  page  324. ) 

NEW  YORK  CITY. 

Henry  Clews  & Co.,  (assigned).  Howard  Lapsley  & Co. 

California.— A.  Delano,  Grass  Valley. 

Colorado.  — Fish,  Meserve  & Phelps,  Georgetown,  (succeeded  by  Fish 
Phelps  & Co.) 

Florida. — E.  W.  Denny,  Jacksonville , (suspended). 

Georgia. — A.  B.  Phelps,  Jr.,  Madison;  H.  Mayer  . & Co.,  Savannah 
(suspended). 

Illinois. — First  National  Bank,  Cairo , (closing,  business  transferred  to  Citj 
National  Bank). 

Indiana. — W.  J.  Lowry  & Co.,  Evansville , (succeeded  by  Citizens’  Nationa 
Bank). 

Kansas. — Kansas  Valley  Bank,  Topeka , (succeeded  by  Slate  National  Bank). 

Massachusetts. — Brewster,  Sweet  & Co.,  Boston,  (succeeded  by  Brewster, 
Bassett  & Co.);  R.  L.  Day  & Cobb,  Boston,  (succeeded  by  R.  L.  Day  & Co.) 

Missouri. — Bates  County  Savings’  Bank,  Butler,  (sold  out  to  Bates  County 
National  Bank). 

Nebraska. — Bruner  & Kipp,  West  Point,  (succeeded  by  Uriah  Bruner). 

New  York. — Hunt  & Burrows,  Andover,  (now ‘Burrows  & Young);  Daniel 
Stanlev,  Lima,  (failed);  J.  M.  Hammond.  Hume , (now  J.  M.  Hammond  & Co.); 
Buck  & Hunting,  Sag  Harbor , (now  William  Buck). 

Ohio.— Toledo  Savings  Institution,  Toledo,  (changed  to  Toledo  Savings  Bank 
and  Trust  Co.) 

Pennsylvania. — McGirk  & Perks,  Philipsburg,  (suspended). 

Texas. — J.  C.  Higgins,  Bastrop,  (succeeded  by  Higgins  & Garwood);  Tomp- 
kins & Littlefield,  (succeeded  by  K.  V.  Tompkins) ; Thomas  H.  Emerson  & Co., 
McKinney,  (succeeded  by  Thomas  H.  Emerson  & Brother) ; Fort  & Jackson, 
Waco,  (succeeded  by  Waco  National  Bank). 
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NOTES  ON  THE  MONEY  MARKET. 

New  York,  Oct.  22,  1874. 


Exchange  on  London,  at  sixty  days ' sight,  4.85  a 4.85#  in  gold. 

In  some  quarters  it  has  been  expected  that  a movement  would  occur  among  the 
holders  of  real  estate,  a large  number  of  whom  in  our  chief  cities  are  known  to  be 
carrying  very  heavy  burdens.  The  present  month,  it  was  predicted,  would  witness 
defaults  of  interest  which  would  cause  considerable  trouble.  These  prognostications 
do  not  appear  to  have  been  fulfilled  unless  in  a few  exceptional  cases,  and  little 
trouble  has  been  reported.  This  exemption  from  the  anticipated  pressure  is  ascribed 
almost  wholly  to  the  ease  in  the  money  market,  which  continues  unbroken.  Another 
expectation  which  has  not  been  verified  is  the  activity  at  the  Stock  Exchange, 
which  has  not  been  equal  to  the  promise  of  a month  ago. 

A third  feature  is  the  strength  of  the  gold  market.  Several  well-known  circum 
stances  combined  some  weeks  ago  to  depress  the  premium,  and  speculators  were 
induced  thereby  to  operate  for  a further  fall  The  consequence  has  been  that  the 
market  is  oversold,  the  bear  speculators  have  fallen  into  the  power  of  their  adver- 
saries for  the  moment,  cash  gold  is  in  active  demand  for  delivery,  and  borrowers 
have  paid  as  much  as  1-32  per  cent,  per  day  for  its  use.  Some  advantage  is  also 
taken  of  the  fact  that  the  bullion  in  the  Bank  of  England  shows  a tendency  to 
decline. 

As  the  new  currency  bill  is  now  better  understood,  it  attracts  less  hostility.  Many 
persons  who  exaggerated  the  evil  effects  which  it  threatened  to  produce  in  the 
financial  system,  finding  that  their  calculations  have  proved  incorrect,  seem  now  to 
be  disposed  to  err  as  much  in  the  opposite  direction ; and  they  complain  that  the 
law  is  a nullity.  If  any  one  thinks  the  law  a nullity,  he  * may  be  undeceived  by 
reference  to  our  list  of  new  banks  for  the  last  four  months.  A glance  at  our  tabular 
exhibit  of  these  institutions  will  suggest  abundant  evidence  that  the  financial  legisla- 
tion of  the  last  session  has  given  an  impulse  to  the  banking  movement  in  the 
Western  States.  Still,  on.  the  other  hand,  it  is  probable,  from  the  facts  so  far  as 
they  have  at  present  developed  themselves,  that  the  demand  for  increased  banking 
facilities  in  the  West  and  South  was  not  so  urgent  as  it  had  been  represented. 

The  error  of  those  who  supposed  the  contrary  was  a very  natural  one.  Finding 
&at  the  farmers  all  over  the  country  are  compelled  to  pay  very  high  rates  for  money, 
and  especially  that  the  rates  exacted  for  mortgage  loans  have  shown  of  late  years  a 
tendency  to  rise,  these  men  have  argued  that  this  notorious  evil  would  be  corrected 
if  banks  were  made  more  plentiful.  A little  reflection  would  have  shown  them  that 
they  had  chosen  the  wrong  remedy.  Banks  are  essentially  mercantile  institutions, 
and  the  want  to  be  supplied  was  not  a mercantile  want.  It  was  not  commercial 
facilities  for  short  loans  that  the  necessities  of  the  West  and  South  called  for ; but 
what  was  required  was  long  loans  on  landed  security,  rather  than  short  loans  on 
mercantile  credit.  Making  due  allowance  for  both  these  opposite  errors,  which 
extensively  prevailed  with  regard  to  the  new  law,  that  statute  must  be  acknowledged 
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to  have  begun  to  work  satisfactorily,  and  when  Mr.  Spinner's  redemptioi 
bureau  is  in  full  activity  again,  the  whole  machinery  of  the  bill  can  be  better  judge< 
on  its  merits. 

The  rates  for  money  have  shown  for  the  last  day  or  two  a disposition  to  irregn 
larity.  Time  loans  are  easy.  Call  loans  have  ruled  at  2 to  3 per  cent.  Th 
quotations  for  commercial  paper  are  5%  to  7 per  cent,  for  prime  three  and  fov 
months,  while  lower  grade  passes  at  8 per  cent.  From  the  decline  in  the  deposit 
of  the  New  York  banks  we  see  the  healthful  movement  of  capital  to  the  interior,  i 
consequence  of  the  autumn  activity,  of  the  movement  of  the  crops,  and  the  requin 
ments  of  the  merchants.  The  amount  which  the  Clearing-House  banks  have  lot 
during  the  month  is  nearly  seven  millions  in  deposits,  the  aggregates  being  mad 
up  on  declining  averages,  and  showing  that  the  movement  is  still  going  on.  Th 
legal  tenders  have  fallen  four  millions,  and  the  specie  nearly  five  millions,  as  wi 
be  seen  from  the  subjoined  table: 

* r > 


Legal  Weekly 

1867.  Loans.  Specie.  Tenders.  Circulation.  Deposits.  Clearings. 

Sept.  7 279,084,900  18,891,300  65,604,700  25,662,400  234,746,000  ..  373* 74*.  N 

“ 14 280,867,800  . 19,863,100  ..  65,325,900  ..  25,605,760  ..  237,882,500  390,896,79 

“ 2i 280,569,200  ..  19,952,100  ..  64,804,800  ..  25,638,600  ..  236,840,800  ..  404,199.71 

" 28 279,539,460  ..  18,919,900  ..  65,700,400  ..  25,625,800  ..  236.460,800  ..  405,048.05 

Oct  5 281,277,000  ..  18,374,200  ..  63.966,100  ..  25,419,600  ..  236,925,900  ..  516,055, 7< 

" 12 * 281,377,800  ..  16,946,700  ..  62,394,200  ..  25,115,800  ..  233,471,200  481,795,67 

**  19 282,275,200  ..  15,007,800  ..  60,697,000  ..  25,060,500  ..  230,222,700  ..  465,875,34 


It  is  interesting  to  compare  with  this  movement  the  corresponding  changes  of  th 
Boston  banks,  which  are  reported  below.  The  deposits  show  an  increase  during  th 
early  part  of  the  month,  with  a subsequent  decrease;  the  former  movement  bein 
due  to  the  payment  of  dividends. 


Loans. 

Specie: 

Legal  Tenders. 

Circulation. 

Deposits. 

Jan.  6,  1873 

122,872,700 

3,075,400 

11,122,500 

. 35,614,400 

74,113,50 

April  7 

120,001,600 

922,600 

8,939,300 

25,519,400 

64,623  20 

July  7 

122,947,000 

i.935,4oo 

11,267,600 

25,487,700  . 

73,318,90 

Sept  1 

133,417,600 

1,121,500 

. . 10,733,200  . 

25,490,200 

68.625,50 

Nov.  3 

119,788,400 

. 1,849,400 

9,045,400 

26,139,100  . 

59.399  20 

Jan.  5,  1874... . 

124,287,100 

•«  3.5>3,8oo 

10,466,300  . 

25,791,600  . 

70  219,20 

Feb.  2 

125,276,300 

. . 4,244,300 

• • 11,244.400 

26,641,900  . 

• 73  374.>o 

March  2 

126,491,900 

..  3,481,600 

10,904,000 

25,567,600  . 

75,969.00 

April  6 

127,896.700 

. . 3,123,600 

...  10,564,100  . 

25,460,300  . 

79,330.20 

Hay  4 

126,615,900 

2,806,300 

10,515,200 

25,606,900  . 

76,460.40 

June  1 

125,259,000 

2,364,100 

. 11,275,300  . 

25,385.900  . 

• 75943.90 

“ 22 

>27.336,200 

2,070,000 

..  11,015,100 

. 25,221,600 

• 75»9i6,6o 

“ 29 

128,106,900 

2,122,500 

. 11,427,300 

25,200,400 

. 76,030,70 

July  6 

127,883,200 

2,571,200 

11,344,600 

25,102,000  . 

. 78,594,8o 

“ >3 

129,490,600 

• 3,594.400 

. 10,631,500  . 

• 24,563,500  . 

• 78,773.6o 

,f  20 

130.414.30° 

• • 3,562,800 

9,669,200 

35,161,700 

. 77,027,40 

4‘  27. 

*30, 199. 100 

. . 3,561,800 

• 9,995.700 

25,118,900  . 

. 76,647,50 

Aug.  3 

130,357,000 

• 3,548,400 

. 9,690,300 

25,130,600 

. 76,285,20 

**  10. ... . 

130,402,100 

• 3,439.8oo 

9,434.  >00  . 

• »5,  >79.400  . 

• 75,»49  9« 

“ 17 

129,158,400 

3,372,800 

•*  9.393,  >00  . 

25,238,100 

. 74.686,90 

“ 24 

129,299,000 

4,325,000 

. . 9,468,600 

25,296,100 

. 73«9>9.8°< 

“ 

129,696,600 

• 2,753,200 

9,745,200  . 

25,166,800  . 

• 73»7>6,7°* 

Sept.  7 

130,460,200 

..  3,640,200 

• • 9,336,000  . 

25,104,900  . 

• 74.423.30« 

“ *4 

131,286,600 

2,670,400 

. . 9,214,400  . 

25,013,300  . 

■ 75.099, 

21 

131,583,600 

2,436,000 

8,715,600 

25,112,700  . 

. 74,628,30c 

M 28 

>3*.94o,40O 

2,253.800 

8,750,100 

25,030,400  . 

• 73,6i4.9« 

Oct  5 

131,818,100 

..  2,183,300 

8,587,800  . 

35,010,600  . 

• 75858,70c 

“ 13 

>32.527,600 

. 1,927,600 

• • 7,958,300  . 

• 24,955,700  . 

• 75,972,8oc 

“ IQ 

>32,563,100 

. 1,714,600 

• • 7»49>,4°o 

24,941,300  . 

• 75.382,90* 
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At  the  Stock  Exchange  there  is  a firm  tone  in  the  market  for  investment  securi- 
ties. An  advance  of  1 per  cent  in  the  Bank  of  England  rate  was  announced  on  the 
15th  inst.,  but  the  diminished  money  facilities  in  London  have  not  produced  any 
notable  effect  upon  the  quotations  for  Government  bonds,  either  here  or  abroad. 

# For  five-twenties  and  for  the  new  fives  there  is  a steady  demand  from  savings  banks 
and  trust  companies,  which  are  now  less  disposed  than  formerly  to  place  their  funds 
in  inferior  securities,  even  where  they  are  not  restricted  by  law.  The  Secretary  of 
the  Treasury  has  announced  that  he  will  pay  the  November  interest  without  rebate, 
on  and  after  the  26th  inst.  Some  rumors  have  been  current  as  to  the  Syndicate, 
which  were  probably  started  for  the  sake  of  influencing  the  market.  We  are  in- 
formed that  the  prospects  of  the  Syndicate  are  favorable.  By  the  terms  of  their  con. 
tract  with  the  Treasury,  their  option  extends  to  1st  February,  1875,  prior  to  which 
time  it  will  probably  not  be  known  whether  they  will  decide  to  take  or  to  refuse  the 
balance  of  $119,000,000  of  the  funded  fives  of  1881.  To  meet  the  55  millions  of  sub- 
scriptions to  the  funded  fives,  of  which  all  but  ten  millions  were  from  the  Syndicate, 
Mr.  Bristow  has  called  50  millions  of  five-twenties,  and  the  interest  on  the  last  10 
millions  will  cease  1st  January.  A full  statement  in  detail  of  the  numbers  of  the 
bonds  comprised  in  these  and  the  previous  calls  will  be  found  on  a previous  page 
of  this  issue.  In  State  bonds  there  is  little  doing,  and  prices  are  steady.  Railroad 
bonds  are  firm  and  in  demand  for  investment.  In  the  share  market  there  have  been 
various  fluctuations  the  first  half  of  the  month,  showing  a great  amount  of  specula- 
tive activity.  Gold  and  foreign  exchange  are  firmer.  Cotton  bills  are  not  coming 
forward  so  freely  as  was  expected  from  the  large  port-receipts.  The  Liverpool  mar- 
ket has  been  too  low  to  admit  of  large  shipments.  Bankers  have,  therefore,  been 
reluctant  to  draw,  and  the  hardening  of  rates  has  been  due  to  the  uncertainty, 


rather  than  to  any  special 
quotations: 

activity  in  the 

demand. 

We  append 

our  usual 

Quotations  : 

Sept.  24. 

Oct.  1. 

Oct.  8. 

Oct.  15. 

Oct.  27. 

Gold 

Z09K 

*10* 

109  Yu 

*09  * 

xiotf 

U S.  5-ao*,  1867  Coup 

”6  ft 

117 

1x7* 

«>7* 

«*7* 

U.  S.  new  Fives  Coup 

xii% 

1*2* 

XX  3* 

x«H 

*xa54 

West  Union  Tel.  Co . . 

78* 

8of$  .. 

79* 

79* 

79* 

N Y.  C.  & Hudson  R. 

IOI# 

101K 

xoij* 

xoi* 

IOX 

Lake  Shore 

76* 

82 

Soft 

78* 

80* 

Chicago  & Rock  Island 

103H 

103# 

102^ 

98* 

98* 

New  Jersey  Central . . 

*05 

106 

X03* 

104 

104 

Erie 

37* 

35* 

3354 

29* 

30 

Bills  on  London 

4.83  114.84 

.. 4.84 K* 485  ..484 485* 

..  4.84  <14.8454 

.4-85*4.85* 

Treasury  balances 

$ 57.ao5,367 

• $56,735,503  •• 

$ 56,802,202 

$56,456,182 

■ • $56,3.30.490 

Do.  do.  gold 

55,3*6,134 

• - 55, 595»5ao  •• 

56,084,144 

• 57,x  10,996 

••  57,357, X35 

In  the  financial 

circles  some  interest  has 

been  expressed  in  the 

meeting  at 

Chicago  between  the  Western  Railroad  Commissioners  and  the  representatives  of 
the  railroads  on  the  15th  inst.  The  general  freight  agents  adopted  a classification 
of  freights,  to  go  into  effect  November  25,  as  follows : Chicago  to  New  York,  first 
class,  $1.50  per  cwt. ; Chicago  to  New  York,  second  class,  $1.10  per  cwt. ; Chicago 
to  New  York,  third  class,  85  cents  per  cwt. ; Chicago  to  New  York,  fourth  class, 
45  cents,  per  cwt.  Cattle  rates,  Chicago  to  New  York,  were  fixed  at  55  cents 
per  cwt,  and  from  Chicago  to  Buffalo  and  Pittsburgh,  pro  rata  on  New  York.  Cotton 
rates  were  established  at  $1  per  cwt.  from  Memphis  and  Nashville  to  New  York, 
with  the  privilege  of  compressing  the  cotton. 

Another  railroad  item  of  financial  interest  is  the  probable  settlement  of  the  long 
deferred  recognition  by  the  Government  of  the  completion  of  the  Union  Pacific 
and  the  Central  Pacific  railroads.  During  the  term  of  office  of  Secretary  Cox  a 
report  was  made  by  a Commission,  in  which  certain  improvements  were  recom- 
mended to  render  the  roads  complete  as  first  class  railroads  within  the  meaning  of 
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the  act  of  Congress.  A commission  recently  appointed  by  the  President  has  j 
completed  an  examination  of  the  Union  Pacific  road,  for  the  purpose  of  ascertaini 
whether  it  has  been  completed.  The  recommendations  of  this  committee,  if  favorafc 
will  settle  the  status  of  the  Union  Pacific  Railroad,  and  will  give  to  the  Compa 
its  entire  land  grant,  amounting  to  some  12,000,000  acres.  Both  these  Pacific  Rj 
road  Companies  are  required  by  law  to  begin  immediately  after  the  acceptance 
their  roads,  tb  pay  into  the  Treasury  of  the  United  States  5 per  cent,  of  their  1 
earnings  toward  meeting  the  principal  and  interest  of  the  bonds  advanced  by  l 
Government  for  the  construction  of  the  roads. 

The  September  reports  of  foreign  commerce  at  this  port  are  not  quite  so  favc 
ble  as  those  of  last  year.  The  imports  for  the  month  amount  to  $31,371,083  agai 
$30,648,996  in  1873,  und  $36,379,005  in  1872.  The  aggregates  for  the  nine  mon 
compare  as  follows  in  gold  values: 

Foreign  Imports  at  New  York  /or  Nine  Months  from  January  1. 

1872.  1873.  187- 

Entered  for  consumption $159,292,057  $ 143, 353,313  $138,116, 

Entered  for  warehousing 147,989,463  100371,260  89,983, 

Free  goods 37,998,958  67,960,217  83,056, 

Specie  and  bullion 5,002,483  3,901,492  5.037, 

Total  entered  at  port $350,282,961  $315,586,282  $316,194, 

Withdrawn  from  warehouse 127,863,482  96,840,250  84,840, 

The  exports  show  a decline,  which,  in  part,  is  due  to  the  check  given  to  the  c 
ward  movement  of  breadstuffs.  The  total  exports  for  September,  exclusive  of  spe 
were  $21,690,714  in  1874,  against  $25,799,042  in  1873.  The  exports  since  Jantiar 
compare  as  follows,  the  domestic  produce  being  computed  in  currency  and 
other  exports,  for  the  most  part,  in  specie: 


Exports  from  New  York  to  Foreign  Ports  for  Nine  Months  from  January  1. 


1872. 

1873. 

1874- 

Domestic  produce 

. . . $ 158,102,659 

. . . $ 206,756,640 

. . . $ 209,263 

Foreign  merchandise,  free 

**147.343  •••• 

1,6x8,167  . . . 

1,622 

do.  dutiable 

. . . 7,418,010  .... 

6,877,128  

5»275 

Specie  and  bullion 

58,382,370  • • 

41,559,10!  .... 

42,661 

Total  exports 

. $ 225,050,382 

$ 256,811,036 

$ 258,822 

do.  exclusive  of  specie. . . 

166,668,012 

215,251, 935 

216,161 

DEATHS. 

In  New  York,  on  October  19th,  aged  seventy-nine  years,  John  A.  Steve 
President  of  the  Bank  of  Commerce,  from  its  organization  in  1839  until  x866. 

In  New  York,. on  Wednesday,  October  aist,  aged  seventy  years,  Thomas  Deni 
of  the  firm  of  Thomas  Denny  & Co.,  bankers. 
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CONGRESS  AND  CURRENCY  EXPANSION. 

With  the  near  approach  of  the  session  of  Congress,  a num- 
ber of  financial  questions  have  been  agitated,  and  rumor  is  busy. 
One  of  these  questions,  which  has  attracted  considerable  notice,  is 
that  of  currency  inflation.  Two  theories  have  been  started.  One 
party  say  there  is  a prospect  that  Congress,  during  its  short  session, 
will  pass  an  act  to  increase  the  greenback  issues;  while  the  other 
party  declare  that  if  any  currency  legislation  be  effected  at  all, 
it  Will  be  rather  for  contraction  than  for  expansion.  We  do  not 
see  any  reason  to  believe  that  either  of  these  extreme  views  will 
prove  correct. 

With  regard  to  contraction  of  the  greenbacks,  there  is  no  doubt 
that  before  specie  payments  can  be  reached,  we  must  curtail  to  a 
considerable  extent  the  outstanding  aggregate  of  our  paper  cur- 
rency. But  this  is  only  one  of  the  prerequisites  of  resumption, 
and  until  the  Treasury  shall  have  accumulated  a more  ample 
surplus  of  coin  reserve  than  at  present,  all  attempts  at  resumption 
will  be  in  vain.  Consequently  it  is  clear,  that  if  necessary,  a sound 
financial  policy  may  defer  contraction  until  the  Treasury  has  ac- 
cumulated a larger  coin  balance.  That  this  course  is  necessary, 
and  that  it  will  be  adopted,  will  become  apparent,  we  think,  very 
early  in  the  session.  The  public  prejudice  seems  very  strong 
against  contraction  on  account  of  the  untimely  and  mischievous 
way  in  which  it  was  carried  on  in  1867.  Before  the  process  can 
be  again  commenced  with  the  popular  sanction,  a more  safe  and 
effective  method  must  be  devised  for  its  accomplishment. 
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As  to  expansion,  it  is  beyond  the  constitutional  power  of  Cor 
gress  to  authorize  an/  issues  of  legal-tender  notes  in  time  c 
peace.  It  has  been  repeatedly  held  by  the  Supreme  Court  of  th 
United  States,  that  except  under  the  war  powers  conferred  o 
Congress  by  the  Constitution,  the  act  of  25th  February,  186: 
commonly  called  the  legal-tender  law,  would  have  been  unconst 
tutional.  Thus  the  notes  it  created  could  not  have  remained 
legal  tender  for  debts.  But  these  war  powers  are,  of  course,  i 
abeyance  in  time  of  peace.  Hence  Congress  has  no  power  to  ai 
thorize  any  addition  to  the  present  aggregate  of  legal-tender  note 
From  these  premises  it  follows,  that  there  is  no  foundation  fc 
the  above-mentioned  rumor,  nor  is  it  possible  that  Congress  ca 
legally  expand  the  greenback  issues,  even  if  a majority  of  bot 
Houses  could  be  induced  to  pass  such  a measure,  and  which 
still  more  improbable,  if  the  President  could  be  prevailed  upc 
to  sign  an  Inflation  Bill. 

This  argument,  conclusive  as  it  is,  does  not  satisfy  the  expa 
sionists.  They  contend  that  Congress,  in  passing  the  law  of  Jun 
1874,  raised  the  aggregate  of  the  greenback  circulation  from  31 
millions  to  382  millions,  and  they  ask  how  it  is  possible  to  dei 
to  Congress  the  power  of  issuing  greenbacks  in  time  of  peac 
when  they  have  so  recently  exercised  the  prerogative  by  the  issi 
of  26  millions,  a year  ago?  This  specious  argument  puzzles  mai 
people,  but  it  has  two  fatal  defects.  It  mistakes  both  the  la 
it  pretends  to  interpret,  and  the  circumstances  under  which  th 
law  was  passed. 

To  interpret  the  statute  of  1874,  it  must  be  taken  in  connc 
tion  with  the  other  legislation  about  greenbacks.  To  separate  tl 
law  from  the  chain  of  monetary  enactments  of  which  it  forms 
link,  is  to  violate  a fundamental  canon  of  legal  exposition. 

Now,  the  chief  statutes  controlling  the  greenback  issues  are,  t1 
three  acts  of  February  26th,  1862,  July  nth,  1862,  and  Mar 
3d,  1863.  Chief  Justice  Chase  gives  a summary  of  these  statute 
in  delivering  the  decision  of  the  Supreme  Court  of  the  Unit 
States,  in  the  case  of  The  Banks  v.  The  Supervisors  (7  Wallace , 2< 
The  Chief  Justice,  who  was  Secretary  of  the  Treasury  at  the  tir 
of  the  passage  of  the  legal-tender  laws,  says : “ The  act  of  Febr 
ary  25,  1862,  provided  for  the  issue  of  these  notes  to  the  amou 
of  one  hundred  and  fifty  millions  of  dollars.*  The  act  of  July  1 
1862,  added  another  hundred  and  fifty  millions  of  dollars  to  tl 
circulation,  reserving,  however,  fifty  millions  for  the  redemption 
temporary  loans,  to  be  issued,  and  used  only  when  necessary  f 
that  purpose.  Under  the  act  of  March  3,  1863,  another  issue 
one  hundred  and  fifty  millions  was  authorized,  making  the  who 
amount  authorized  four  hundred  and  fifty  millions,  and  conter 
plating  a permanent  circulation,  until  resumption  of  payment 
coin,  of  four  hundred  millions  of  dollars.”  The  same  view  w; 
again  expressed  by  Mr  Chief  Justice  Chase,  in  December,  186 
in  the  case  Veazie  Bank  v.  Fenno  (8  Wallace , 537). 
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What  the  Chief  Justice  does  not  state  is,  first,  that  the  acts  in 
question  authorize  the  “ re-issut  ” of  the  four  hundred  millions  of 
greenbacks,  “ as  the  public  interest  shall  require ;”  and  secondly,  that 
the  Secretary  of  the  Treasury  was  the  officer  designated  and  em- 
powered to  control  these  re-issues  of  greenbacks,  and  to  keep 
them  within  the  bounds  laid  down  by  the  law.  Thirdly,  Mr.  Chase 
omitted,  as  irrelevant  to  his  purpose,  another  statute,  very  im- 
portant for  our  present  argument.  We  refer  to  the  act  of  12  th 
April,  1866,  commonly  known  as  the  greenback  contraction  law. 

It  provided,  “that  of  United  States  notes  not  more  than  ten  mil- 
lions of  dollars  may  be  retired  and  canceled  within  six  njonths 
from  the  passage  of  this  act,  and  thereafter,  not  more  than  four 
millions  of  dollars  in  any  one  month.”  In  obedience  to  this  stat- 
ue, Mr.  Secretary  McCulloch  continued  to  reduce  the  outstanding 
greenbacks  till  the  beginning  of  the  year  1868,  when  the  amount 
was  brought  down  to  356  millions.  On  the  4th  February  of  that 
year,  a law  was  enacted,  which  declared  that  “the  authority  of 
the  Secretary  of  the  Treasury  to  make  any  reduction  of  the  cur- 
rency, by  retiring  or  canceling  United  States  notes,  shall  be,  and 
is  hereby,  suspended;  but  nothing  herein  contained  shall  prevent 
the  cancellation  and  destruction  of  mutilated  United  States  notes, 
ifld  the  replacing  the  same  with  notes  of  the  same  character  and  ' 
amount.” 

From  the  day  of  the  passage  of  this  act,  greenback  contraction 
was  stopped,  and  the  law,  as  interpreted  by  the  Secretary  of  the 
Treasury,  who  had  to  administer  it,  fixed  two  limits  to  the  aggre- 
gate circulation,  the  minimum  being  356  millions,  and  the  maxi- 
mum 400  millions.  The  following  information  is  given  by  Mr. 
Secretary  Richardson,  in  his  book  on  the  Public  Debt.  The  green- 
backs outstanding,  he  says,  were  “356  millions  of  dollars.  Since 
the  passage  of  the  act  of  February,  1868,  that  is  the  limit  below 
which  United  States  notes  cannot  be  reduced  without  Congressional f 
enactment.  Between  that  minimum  and  the  400  millions  authorized* 
by  law,  the  issue  of  the  reserve  of  44  millions  of  dollars  is  left  to 
the  discretion  of  the  Secretary  of  the  Treasury,  who  has  tempo- 
rarily issued  portions  of  'it  on  the  following  occasions  of  pressing 
necessity:  During  the  month  of  September,  1869,  about  a million 
and  a-half  of  dollars  of  the  3 per  cent,  demand  certificates  came 
in  suddenly  for  redemption,  and  were  paid  out  of  this  reserve; 
hut  the  amount  so  withdrawn  was  within  two  weeks  again  re- 
stored thereto.  In  the  great  fire  of  Chicago  of  1871,  about  a 
million  and  a-half  of  notes  were  burned  and  entirely  destroyed  in 
the  office  of  the  depositary  at  that  place,  and  the  Secretary  in- 
creased the  apparent  circulation  by  that  amount  from  the  reserve, 
until  by  the  seventh  section  of  the  Act  of  June  10,  1872,  chapter 
415,  Congress  authorized  the  accounting  officers  to  allow  a credit 
of  the  burned  notes  in  the  accounts  of  the  depositary  and  in  the 
hooks  of  the  Department  when  the  amount  was  restored  to  the 
reserve.”  Since  Mr.  Richardson  published  this  statement  another 
“ pressing  emergency”  arose  after  the  Jay-Cooke  panic  of  that 
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year.  Twenty-six  millions  of  the  greenback  “reserve”  w 
emitted,  as  will  be  seen  in  the  subjoined  table.  But  even  ti 
the  aggregate  of  outstanding  greenbacks  remained  much  below 
then  legal  maximum  of  400  millions.  From  this  discussion,  it 
clear  that  Congress,  in  the  laws  we  have  cited,  has  not  claii 
or  exercised  any  authority  since  the  war,  to  sanction  increa 
issues  of  greenbacks.  So  far  as  we  have  seen,  the  acts  of  1 
and  1863  were  the  only  laws  on  the  statute  book  of  the  Un 
States  which  claim  this  power.  They  fixed  the  maximum  at 
millions,  and  there  it  might  have  remained  till  this  day  but 
subsequent  legislation.  To  this  later  legislation  we  next  procec 
On  the  18th  March,  1869,  President  Grant  signed  the  first  5 
ute  of  his  administration.  This  law  was  entitled  “an  act 
strengthen  the  public  credit,”  and  after  other  provisions,  it  decl; 
that  “the  United  States  also  solemnly  pledges  its  faith  to  n 
provision  at  the  earliest  practicable  period  for  the  redemptioi 
the  United  States  notes  in  coin.” 

By  the  solemn  pledge  thus  given  of  the  credit  of  the  Gov 
ment,  a necessity  was  created  to  reduce  the  maximum  of 
greenbacks  below  its  old  level  of  400  millions.  This  pledge 
redeemed  by  the  act  of  June  last,  which  established  the  maxi n 
at  382  millions.  In  passing  this  law,  Congress  claimed  no  p< 
to  increase  the  greenback  issues  in  time  of  peace;  but  they 
claim  the  power  to  reduce  and  contract  the  issues,  so  as  to  fi 
or  at  least  to  begin  to  fulfill,  the  pledges  recorded  in  the  stz 
of  1869.  To  show  the  changes  which  the  volume  of  the  cum 
underwent  during  the  course  of  the  legislation  here  reviewed 
have  compiled  the  subjoined  table: 

Greenback  Movements — 1865-1874. 


1874.  1873.  1868.  1867.  1866.  t 

$ $ $ $ $ 

January 378,481,339  • 358.642, *95  356.159* *27  • 38° ■497»84a  • 4*6,231,390 

February 381,7941,029  . 358,098,138  . 356,159. **7  381,427,090  . 423  902,223 

March 382,078,592  . 356,084,303  356, 157.747  • 376, 235, 626  423.435.373  • 

April 382,076,837  . 35*  59*. 735  • 356,M4*729  • 375,4*7.249  4**  749,253  • 433, 5 

May 382.076,777  • 357,231,585  356,144.737  • 374,247,687  • 4*5.164,318  433,1 

June 382,076,777  . 356,082,622  . 356,144.212  373,209,737  . 402,128,318  . 430,3 

August 382,076,707 . 356,079,967  . 356,021,073  . 369,164,844  . 400.361.728  . 433,1 

September 382,076,697  356,079.937  • 356,021,073  365  164,844  . 399,603,592  . 433,1 

October 382,075,407  . 356,079,742  . 356,021,073  . 361,164,844  . 399,165.202 . 428.1 

November.. 382,075267  . 361,031,948  . 356.021,073  . 357**64,844  . 390,195,785  . 428,1 

December.  . 367,001,685  . 356,021,073  . 356,212,473  . 385,441,849  . 426,; 


We  need  not  go  further  into  this  argument.  Enough  has 
said  to  show  the  impossibility  of  proving  that  the  lav 
June,  1874,  sanctioned  new  issues  of  greenbacks.  On  the 
trary,  that  statute  reduced  the  maximum  issues  to  382  mill 
from  400  millions,  which  was  the  maximum  fixed  by  the  three 
statutes  above  referred  to,  which  were  passed  during  the  war. 

Secondly,  the  inference  falls  to  the  ground  that  Congress 
sesses,  or  has  ever  claimed,  in  time  of  peace,  the  power  to  c 
greenbacks.  This  inference  is  based  on  the  allegation  that 
have  been  passed  for  that  purpose.  But  the  acts  we  have  e> 
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ined  above  are,  we  believe,  all  that  are  contained  in  the  statute- 
book  of  the  United  States  for  the  regulation  of  the  greenback 
currency.  As  no  one  of  those  acts  has  sanctioned  any  new  emis- 
sion of  greenbacks,  except  during  the  war,  it  is  clear  that 
the  advocates  ‘of  expansion  must  give  up  this  argument.  The 
facts  prove  the  very  opposite  of  what  they  allege,  and  show  that 
Congress  has  neither  claimed  nor  exerted  any  power  to  inflate  the 
greenback  currency  in  time  of  peace. 

Thirdly,  the  inflationist  errors  we  have  been  combating  arise 
out  of  a fundamental  misconception  of  the  safeguards  which  the 
Constitution  of  the  United  States  throws  around  the  currency..  The 
nature  of  those  safeguards  has  often  been  discussed.  Their  result  is, 
that  while  in  the  dire  extremity  of  war,  Congress  has  the  power 
to  protect  the  national  life  by  the  issue  of  paper  money,  such 
issues  are  not  only  forbidden  under  any  other  contingency;  but 
*ith  the  return  of  peace,  the  duty  devolves  on  Congress  of  re- 
tracing its  steps  as  soon  as  possible,  and  of  restoring  specie  pay- 
ments. 


GROWTH  AND  MANAGEMENT  OF  SAVINGS  BANKS. 

The  London  Economist  recently  expressed  suqmse  that  the 
economic  writers  of  Europe  do  not  more  studiously  turn  their 
eyes  to  this  country — to  its  vigorous  growth  in  material  wealth, 
and  its  suggestive  experiences  in  financial  legislation.  The  same 
opinion  has  frequently  been  expressed  in  this  country.  If,  how- 
ever, there  is  no  doubt  that  much  advantage  would  accrue  to  the 
practical  study  of  political  economy  were  the  hint  adopted,  it  is 
also  equally  certain  that  the  converse  of  the  proposition  is  true, 
—that  our  monetary  statesmanship  in  this  country  might  be  pre- 
served from  many  gross  errors  if  we  would  make  an  intelligent 
study  of  European  finance.  In  fact,  it  is  true,  that  here,  as  in  so 
many  other  fields  of  practical  philosophy,  both  continents  are  sup- 
plementary to  each  other,  and  the  circle  of  knowledge  cannot  be 
completed  by  the  man  who  ignores  either  the  one  or  the  other. 

We  lately  offered  some  statistics  as  to  the  savings  banks  of 
France  and  Continental  Europe.  In  this  article,  we  proceed  to 
those  of  our  own  country.  And,  first  of  all,  we  must  notice  the 
amendment  to  the  Constitution  of  the  State  of  New  York,  which 
effects  important  changes  in  the  method  of  granting  charters  to 
savings  institutions.  These  changes  go  into  effect  1st  January. 
The  new  amendment  declares  that  “the  Legislature  shall,  by  gen- 
eral law,  conform  all  charters  of  savings  banks  or  institutions  for 
savings  to  a uniformity  of  powers,  rights  and  liabilities,  and  all 
charters  hereafter  granted  for  such  corporations  shall  be  made  to 
conform  to  such  general  law  and  to  such  amendments  as  may  be 
made  thereto.  And  no  such  corporation  shall  have  any  capital 
stock,  nor  shall  the  trustees  thereof  or  any  of  them  have  any 
interest  whatever,  direct  or  indirect,  in  the  profits  of  such  corpora- 
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tion ; and  no  director  or  trustee  of  any  such  bank  or  institut 
shall  be  interested  in  any  loan  or  use  of  any  money  or  prop< 
of  such  bank  or  institution  for  savings.  The  Legislature  si 
have  no  power  to  pass  any  act  granting  any  special  charter 
banking  purposes;  but  corporations  or  associations  may  be  fori 
for  such  purposes  under  general  laws.” 

Some  doubt  has  been  expressed  as  to  whether  this  string 
provision  touches  the  existing  savings  banks,  and  the  opinior 
strongly  urged  that  it  should  apply  solely  to  the  future,  and 
savings  banks  to  be  hereafter  created.  The  enactment  of  the  { 
eral  law  prescribed  will  probably  be  a prominent  object  with 
Legislature  of  this  State  during  its  winter  session.  The  exan 
of  New  York  will  no  doubt  be  followed  in  other  parts  of 
country,  and  we  would  suggest  that  a compilation  would 
useful  of  the  laws  now  regulating  savings  institutions,  both  in 
several  States  and  abroad.  Some  of  our  young  lawyers  or  ban 
who  are  contemplating  a visit  to  Europe  could,  without  n 
trouble  or  expense,  procure  copies  of  the  statutes  of  the  se\ 
countries  on  this  subject,  so  as  to  collect  the  foreign  materials 
a complete  digest,  while  the  information  as  to  our  own  counti 
already  easily  accessible.  The  above  amendment  to  our  5 
Constitution,  and  the  legislative  changes  to  which  it  is  likel] 
lead,  will,  it  is  hoped,  introduce  new  safeguards  into  that  pai 
our  national  finance  which  has  to  do  with  the  protection  of 
hard-earned  savings  of  the  frugal  poor. 

In  investigating  savings  banks,  says  M.  Charles  Coquelin,  t 
things  are  to  be  considered  : their  control  by  legislation,  their  syi 
of  organization,  and  the  rapidity  and  permanence  of  their  prog 
Waiving  the  further  discussion  of  the  first  points  mentioned,  we 
briefly  consider  the  last.  During  the  progress  of  savings  institut 
a notable  change  has  taken  place  in  their  relations  to  the  final 
system.  They  wielded  originally  small  masses  of  capital, 
they  are  much  more  recent  in  their  origin  than  ordinary  bank 
deposit  and  discount.  In  this  country,  as  in  Europe,  savings 
stitutions  were  first  organized  as  charitable  associations.  In  P 
delphia,  the  first  American  savings  bank  was  organized  in  i 
under  the  name  of  the  Philadelphia  Savings  Fund  Society. 
March,  1819,  the  first  savings  bank  was  incorporated  in  this  i 
under  the  title  of  the  Bank  for  Savings  in  the  City  of  New  \ 
and  it  still  holds  a place  among  the  safest  and  most  prospe 
of  our  moneyed  institutions.  This  bank  and  most  of  the  ( 
American  savings  institutions  were  expressly  declared  in  1 
charters  to  be  established  from  a desire  “ to  ameliorate  the  cc 
tion  of  the  poor  and  laboring  class  of  the  community.”  H< 
the  popular  idea  of  savings  banks  is,  that  they  are  a part  of 
provident  and  beneficent  machinery  of  society,  like  Asylums 
Homes  for  the  indigent,  by  which  the  poor,  the  weak,  and 
defenseless  are  protected  and  cared  for.  In  foreign  countries, 
view  of  savings  banks  has  placed  them  under  the  patronag 
the  Government,  but  in  the  United  States  it  is  the  proud  cl 
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of  our  savings  banks  that  they  have  never  been  a burden  upon 
the  Government,  or  a charge  upon  municipal  or  general  taxation. 
The  only  eleemosynary  aid  they  receive  is  the  gratuitous  service 
of  the  boards  of  trustees;  and  in  our  large  cities  the  charitable 
character  of  their  origin  has  been  obscured  by  the  rapid  growth 
of  the  vast  aggregates  of  capital  which  are  wielded  by  American 
savings  banks.  In  this  city,  its  amount  is  no  less  than  184  mil- 
lions of  dollars,  or  more  than  the  aggregate  of  the  English  sav- 
ings banks  thirty  years  ago.  For  although  the  English  savings 
banks  now  hold  56  millions  sterling,  their  deposits  in  1841  are 
stated  by  Mr.  Palgrave  at  30  millions  sterling,  or  150  millions  of 
dollars.  Since  the  panic  of  1857,  the  savings  banks  deposits  of 
the  State  of  New  York  have  multiplied  sevenfold.  This  will  be 
seen  by  the  subjoined  table : 


New  York  Savings  Banks  Deposits,  1858  to  1874. 


January 

January 

January 
anuary 
anuary 
anuary 
antiary 
anuary 
anuary 
January 
January 
January 
January 
January 
January 
January 
January 


Deposits . 

1858 

$41,422,672 

1859 

48.194,847 

i860 

58,178,160 

1861 

67,440,397 

1862  

1863  

76,538,183 

1864 

93.786,384 

.865 

**'.737.763 

1866 

115,472.566 

I867 

131.769^74 

1868 

>5'. 127.562 

I869 

I87O 

I87I 

1872  

207,905,826 

1873 

285,286,621 

1874 

285,520,085 

* Decrease. 


Inert  a xt. 


$6,772,175 

9.983.313 

9,262,237 

*3.357.278 

12,455,064 

17,247,201 

*7.95  **379 
3.7344803 
16,296,508 
19,358,488 
18,681,116 

24*55  >.539 
36,389,191 
37,156,418 
17,380.795 
233,464 


We  may  appeal  to  these  statistics  in  confirmation  of  the  state- 
ment we  made  last  month  in  discussing  the  decline  in  emigration, 
that  the  wages-eaming  classes  are  better  off  in  this  country  than 
in  Europe,  and  that  mechanics  and  laborers,  from  whose  earn- 
ings by  far  the  greatest  part  of  the  savings  bank  deposits  flow, 

enjoy  more  opportunities  for  saving,  as  the  wealth  and  pro- 
ductive forces  of  the  countoy  increase.  It  is  interesting  to  see 
that  the  growth  of  the  savings  banks  has  been  so  constant.  Still 
it  shows  considerable  irregularity,  and  offers  a sort  of  barometer  by 
which  to  measure  the  relative  well-being  of  the  masses  of  our 
people.  When  the  war  broke  out,  for  example,  multitudes  were 
thrown  out  of  work  from  the  shock  given  to  the  industrial  me- 
chanism of  the  country.  Hence  the  deposits  of  the  New  York 

savings  banks  ran  down  from  67  millions  to  64  millions.  This  is 
the  only  instance  in  which  a loss  is  shown  during  the  past  sixteen 
years.  Again,  when  the  war  closed,  another  great  shock  overtook 
the  productive  organism,  and  convulsed  its  movements.  In  1865, 
as  a result  of  this,  the  deposits  rose  but  four  millions,  or  less  than 
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one-fourth  of  the  previous  year.  There  was,  however,  an  imme 
diate  recovery,  and  an  increase  until  the  panic  of  last  September 
The  effect  of  that  disaster  was  to  check  the  rising  tide  of  th 
deposits,  and  to  leave  them  at  about  the  same  level  that  the 
had  reached  a year  before.  To  show  the  precise  force  of  tb 
panic  in  disturbing  the  savings  bank  deposits,  we  give  the  follow 
ing  figures: 

Decrease  of  Deposits  during  the  Panic  in  the  Banks  c 
the  State  of  New  York. 


Jan.  1,  1873.  Jnly  1,  1873.  J**~ 

Amount  due  depositors $285,286,621  ..  $293,178,031  ..  $285,520,0! 

Other  liabilities 266,846  ..  383,306  ..  620,6 

Surplus 19,796,864  ..  21,194,433  ..  21,448,9 


Total $3°5>33°>33i  •*  $3Mf755*77o  -•  $3°7»589h 


It  thus  appears  that  in  1873,  during  the  first  six  months,  th< 
was  an  increase  in  the  deposits  amounting  to  $7,891,410,  whi 
would  have  given,  but  for  the  panic,  an  increase  for  the  year 
nearly  sixteen  millions,  or  about  the  same  as  the  average  for  t 
last  ten  years.  This  is  only  half  the  increase  of  1870  and  i8‘ 
which  were  exceptional  years  of  high  wages  and  large  savin 
It  is  interesting  to  know  how  much  of  this  increase  belongs 
the  city  of  New  York.  The  proportion  is  shown  in  the  follow^ 
table  to  be  about  two-thirds: 


Decrease  in  the  New  York  City  Savings  Banks  duri 

the  Panic. 

Jan.  1,  1873.  July  i.  1873.  Jan.  1,  1! 

Amount  due  depositors $169,503,272  ..  $1751189,325  ..  $i7°>998i 

Surplus 12,332,308  ..  12,952,506  ..  13,026, 


Total $181,923,286  ..  $188,237,109  ..  $184,414, 

These  comparative  figures  throw  light  upon  some  of  the  qi 
tions  of  economic  and  social  science,  which  have  attracted 
much  attention  of  late.  We  are  here  concerned,  however,  v 
the  simple  fact,  that  the  panic,  instead  of  inflicting  upon 
savings  banks  a drain  of  from  15  to  30  millions,  caused  net  los 
to  the  amount  of  no  more  than  five  millions,  part  of  which  h 
since  returned  to  bank.  Similar  facts  might  be  cited  from 
savings  banks  statistics  of  other  States. 

Thus,  in  New  Jersey  the  savings  bank  deposits  rose  fr 
$29,183,021  in  1873  to  $30,454,349  in  1874.  In  California 
deposits  of  the  interior  banks  rose  from  $6,337,219  in  1871 
$9,745,922  in  1873,  and  to  12,089,895  in  1874;  in  the  San  Fr 
cisco  savings  banks  the  deposits  rose  from  $34,541,597  in  il 
to  $43,731,223  in  1873,  an^  t0  $5°>843,i59  in  1874.  Hence 
whole  of  the  savings  bank  deposits  of  the  State  of  Califoi 
amount  to  63  millions  against  53  millions  in  1873.  In  N 
England  the  deposits  have  risen  from  355  millions  to  385  milli< 
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during  the  year.  The  present  deposits,  and  the  number  of  depos- 
itors compare  as  follows  with  previous  returns  of  the  New  Eng- 
land Savings  Banks: 

*-■ No.  0/ depositors. ■ ■ — ■ s Amount  oj  deposits. * 

States.  1870-1.  1871-4.  1874-3.  1871-4.  1870-x.  1871-4.  1874-3.  *873-4. 

Mass.  . . ..431,769.561.001.  630,246.  666,349$  112,119,016$  163,704,077$  *84,797,3*4$ 204,195,343 

Conn-  165,694.178,087.  401,744.  205,510.  47,904,834.  64,717,8x4.  68,533,400.  72,305,634 

R.  Island.. . 67,238.  80,076.  88,664.  93,134-  27,067,074.  36,385,108.  43,583,535.  46,617,164 

39.5*7  • 69.4**-  81,320.  90,398.  10,490*368.  32,787,803.  26,154,331.  49,556,498 

New  Hamp.  71,536.  86,79s.  94,967.  93,501.  18,759,461.  24,700,744.  38,462,310.  38,941,50a 

Vermont...  14,495.  15,988.  *5,988.  16,300.  3,037,934.  4,438,268.  4,881,789.  5,751,004 

79°.o57  99*.354 .1,1*2,947 . *,133,963$  218,378,685$  314,733,813$  355.703,679$  385,247,133 
New  York  712,109.776,700.  824,642.  839,474.  430,749,408.  367,905,866.  385,286,641.  385,530,085 

The  deposits  of  the  savings  banks  per  head  of  the  population 
in  New  York  is  $65;  in  Massachusetts,  $129;  in  Connecticut, 
$1 34;  in  Rhode  Island,  $203, — in  Austria  the  amount  per  head 
is  only  $8*20;  in  France,  $3;  and  in  England,  $9*20.  These 
European  figures  offer  a suggestive  commentary  on  the  statements 
of  those  who  pretend  that  the  sober,  industrious  mechanic  in  this 
country  is  in  no  better  circumstances,  and  can  save  no  more  of 
his  wages,  than  in  the  Old  World.  The  savings  bank  averages  of 
England,  Austria  and  France  we  give  on  the  authority  of  M. 
Malarce,  who  has  just  visited  England  and  Continental  Europe, 
and  has  taken  special  pains  to  compile  from  original  sources 
statistical  and  other  information.  When  M.  Malarce’s  report  ap- 
pears it  will  be  a welcome  addition  to  the  literature  of  this  depart- 
ment of  finance.  A similar  contribution  to  the  history  of  savings 
banks  in  our  own  country  is  likely,  as  we  recently  announced, 
to  appear  before  long  from  the  pen  of  the  Superintendent  of  the 
Banking  Department  of  the  State  of  New  York. 


PROFESSOR  CAIRNES  AND  ECONOMIC  SCIENCE. 

It  has  often  been  observed  that  England,  notwithstanding  the 
enormous  growth  of  her  commerce  and  wealth,  is  one  of  the  countries 
which  offer  the  least  favorable  incentives  to  the  scientific  study  of 
political  economy,  and  that  for  several  years  past  France,  Ger- 
many, and  some  other  European  countries,  have  proved  to  be  a 
more  favorable  fields  for  investigating  the  phenomena  and  the 
principles  of  economic  progress.  This  remark  is  sometimes  pro- 
voked in  consequence  of  the  narrow  limits  imposed  upon  themselves 
by  the  powerful  and  original  thinkers  who  in  England  have  been 
devoted  for  the  last  quarter  of  a century  to  the  culture  of  this 
youngest  and  least  matured  of  the  inductive  sciences. 

In  illustration,  we  may  point  to  the  limited  circulation  obtained 
m foreign  countries  by  the  British  treatises  on  political  economy 
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which  have  been  published  since  that  of  Mr.  John  Stuart  M 
Most  of  these  works  display  accurate  scholarship  and  a brc 
culture,  without  much  practical  observation  derived  from  act 
contact  with  the  living  facts  of  modem  finance  and  indusl 
One  of  the  best  of  the  recent  economic  works  produced  in  E 
land  has  just  been  republished  in  this  country.  It  is  writ 
by  Professor  J.  E.  Caimes,*  a well  known  and  accomplisl 
teacher,  whose  experience  and  literary  attainments  are  scare 
surpassed  by  any  living  economist.  His  object  in  this  volum< 
not  so  much  to  give  a systematic  exposition  of  general  princij 
or  of  their  relations  to  practical  statesmanship,  as  to  “ recast  so 
considerable  portion  of  political  economy.”  Mr.  Caimes  t3 
limits  himself  to  a very  contracted  sphere  of  discussion,  and 
labors  may  on  that  account  be  more  valuable  in  England,  if 
useful  abroad.  A large  part  of  his  book  treats  of  certain  abst 
doctrines  touching  the  relation  of  supply  and  demand,  and  the  ( 
ditions  under  which  normal  price  is  controlled  by  the  equilibr 
of  the  market.  It  has  long  been  the  accepted  definition  of  Eng 
and  French  economists  that  “ normal  price  represents  the  cos 
production,”  which  cost  • is  analyzed  by  them  into  two  eleme 
first,  the  profits  of  capital,  and  secondly,  the  wages  of  labor. 

With  this  analysis,  as  expounded  by  John  Stuart  Mill, 
Caimes  is  dissatisfied.  It  assumes,  he  says,  the  wrong  standpc 
and  therefore  its  reasoning  is  vicious  and  its  conclusion  futile, 
complains  that  Mr.  Mill  argues  from  the  capitalist’s  point  of  v 
and  attempts  by  analysis  to  discover  the  cost  to  the  capit 
instead  of  the  true  cost  of  production,  which  is  a very  diffe 
thing.  What  the  true  cost  of  production  really  is,  according 
Mr.  Caimes,  “ is  the  toil  and  sacrifice  of  the  laborer  himself.  < 
and  remuneration,”  he  says,  “ are  economic  antitheses  of  < 
other.  Cost  is  sacrifice.  It  is  what  man  pays  to  nature  for 
industrial  rewards.”  Holding  this  view,  he  makes  a violent  at 
on  Mr.  Mill  and  other  economists  who  profess  the  old  doci 
that  cost  “ consists  of  wages  and  profits ; that  is  to  say,  of  i 
nature  yields  to  man  in  return  for  his  industrial  sacrifice.” 
discussing  this  question,  Mr.  Caimes  displays  a good  dea 
dialectic  subtlety,  and  offers  many  suggestive  and  profc 
remarks,  but  he  wholly  fails  to  convince  the  thoughtful  re 
that  his  quarrel  with  Mill  involves  much  that  is  worth  figh 
for. 

Mr.  Caimes  appears  to  have  two  sound  principles  in  view  in 
discussion,  though  we  think  he  fails  to  make  a sound  us< 
them.  Of  these  principles,  the  first  is,  that  economists  are 
led  if  they  assume  that  the  interests  of  capitalists  are 
interests  of  mankind.  On  the  contrary,  the  latter  transcend, 
claim  precedence  over  the  former.  His  second  principle  is, 
in  measuring  the  laborer’s  share  of  the  fruits  of  his  labor, 

* Some  Leading  Principles  of  Political  Economy  newly  Expounded  by  J.  E.  Caimes. 

York,  Harper  and  Brothers,  1874. 
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important  element  of  the  calculation  is  “ the  degree  of  sacrifice 
exacted  of  him  by  his  peculiar  industry.”  The  reader  is  tempted 
to.ask  Mr.  Cairnes  what  all  this  has  to  do  with  the  science  of 
wealth,  and  whether  he  is  discussing  an  economic  question  or  a 
question  of  general  philanthropy.  In  the  latter  case,  his  remarks 
about  sacrifice  are  very  proper.  But  they  are  quite  irrelevant  in 
an  economic  discussion,  because  they  are  too  vague  to  admit  of 
being  reduced  to  the  common  factor  of  wealth. 

Mill  teaches  that  production  requires  two  antecedents.  First, 
capital,  which  is  a general  name,  comprising  our  raw  material,  and 
our  food,  clothing,  machinery,  and  other  necessaries.  The  second 
antecedent  of  production  is  the  labor  which  transforms  the  raw 
material,  consumes  the  food  and  clothing,  and  yields  the  finished 
product.  This  product  has  to  pay  both  the  agencies  which  have 
combined  in  its  creation.  To  the  capital  it  pays  a profit , and  to 
the  labor  it  pays  wages.  Into  these  two  elements  of  profit  and 
wages  Mill  analyzes  the  cost  of  production.  He  says,  very  truly, 
that,  in  an  economic  point  of  view,  the  cost  of  production  must 
be  measured  by  the  capital  which  has  been  consumed,  and  by  the 
labor  which  has  been  spent ; that  is,  by  the  profits  of  the  one,  and 
the  wages  of  the  other.  Every  one  can  see  that  if  we  leave 
Mill’s  solid  ground  of  definite  values,  and  soar  into  the  senti- 
mental regions  to  which  Mr.  Cairnes  invites  us, — if  we  attempt  to 
measure  the  cost  of  production  by  “ the  physical  pain,  effort  and 
weariness,  by  the  discontent,  reluctance,  or  depression  of  spirits  ” 
which  the  laborers  may  have  experienced  in  their  work,  we  have 
trespassed  upon  the  boundaries  of  some  other  science,  and  are  alto- 
gether outside  the  limits  of  political  economy.  For  the  observa- 
tion is  as  old  as  Socrates,  that  such  sentimental  objects  as  have 
just  been  mentioned  can  claim  no  place  in  the  science  of  wealth, 
inasmuch  as  wealth  consists  of  property,  skill,  or  rights  which 
can  be  weighed  or  measured,  hired,  sold,  or  exchanged.  Mr. 
Cairnes  would  have  thrown  more  light  on  the  questions  he  has 
chosen  for  analysis  if  he  had  not  missed  the  path  which,  in 
several  parts  of  his  book,  he  approaches,  and  seems  on  the  point 
of  entering,  namely,  the  path  of  investigating  how  far  the  skill  of 
the  mechanic  and  operative  is  capital , and  to  what  extent  strikes 
among  operatives  tend  to  destroy  this  capital,  to  prevent  its  ac- 
quisition, or  to  put  the  workmen  who  possess  the  most  of  this 
sensitive  form  of  wealth  on  a level  with  their  humblest  confreres 
who  possess  the  least.  It  appears  to  us  that  Mr.  Cairnes’  argu- 
ments in  defense  of  the  workmen’s  claims,  if  they  are  capable  of 
being  brought  within  the  precincts  of  the  temple  of  economic 
science,  must  obtain  admittance  by  the  path  we  have  suggested. 

An  important  feature  of  Mr.  Cairnes*  book  is  its  power  of  stim- 
ulating thought  and  suggesting  inquiry.  In  a subsequent  edition, 
the  defects  we  have  ventured  to  point  out  might  be  corrected 
with  much  advantage  to  the  practical  utility  of  the  discussions  it 
contains. 
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THE  NEW  YORK  CLEARING-HOUSE. 


Since  its  organization  in  1853,  the  New  York  Clearing-Hoi 
has  made  exchanges  between  our  city  banks  to  the  amoi 
of  $411,730,484,840.87.  The  transactions  for  the  year  ei 
ing  30th  September,  1874,  were  as  follows : Currency  exchanj 
$20,850,681,962.82;  Currency  balances,  $971,231,280.73;  Gi 
exchanges,  $2,005,245,673.44;  Gold  balances,  $315,521,895.; 
These  transactions  have  been  effected  without  loss  or  error, 
we  compare  the  aggregates  of  the  London  Clearing-House  sii 
1868,  the  earliest  report  preserved,  we  find  the  aggregates 
the  year  ending  30th  April,  1868,  ^3,257,411,000;  18 

^3>534»°39>000  y i87°>  £ 3> 72°y623>3°° '>  i87L  £ 4,oi&At>3>0{ 
i872>  £s>3S9y722>000>  i873»  ^6,003,335,000;  1874,^5,994,000,0 
It  thus  appears  that  the  amount  of  business  done  by  the  Lone 
Clearing-House  since  1868  amounts  to  $ 159,437,970,000,  wl 
the  business  of  our  New  York  Clearing-House  amounts 
$ 214,956,668,131. 


Operations  for  Twenty-One  Years — Oct.,  1853,  to  Oct.,  18 


Oct.  to  Oct . 

1853— 1854 

1854— 1855 
i8s5 — 1856 

1856 —  1857' 

1857— 1858 

1858— 1859 

1859 —  1860 

1860 —  1861 

1861 —  1862 

1862— 1863 

1863— 1864 

1864 —  1865 

1865— 1866 

1866— 1867 

1867 —  1868 
186S— 1869 

1869— 1870 

1870 —  1871 

1871 —  1872 

1872— 1873 

1873— 1874 


Currency 

Exchanges. 

$ 5.750.455.987 

5,362,912,098 

6,906,213.328 

8,333>226>7i8 

4,756,664,386 

6448,005,956 

7»23M43>°56 
5,915,742,758 
6,871,443,591 
14,867,597,848 
24,097,106,655 
26,032,384,341 
28,717,146,914 
28,675,159,472 
28,484,288,636 
37407,028,986 
27,804,539  405 
29,300,986,682 
33»*44»369.568 
33,972,773,942 
20,850,681,962 


Cash  Balances 
Paid. 


$297,411-, 493 

289,694,137 


334.714.489 
365.313, 901 
314,238,910 
363,984,682 


380,693,438 

3s3.383.944 


tzmi 

885,719,204 


1 »°3S.  765,  * 07 
1,066,135,106 
1,144,963451 
1,125455,236 
1,120,318,207 
1,036484,821 
1,200,721,029 
1,428,582,707 
1,152,372,108 
971,231,280 


A vtrage  Daily  Ave.  I 
Exchanges.  Bala * 

$19,104,504  ..  $988, 
17412,052  ..  940, 

22,278,107  ..  1,079, 
26,968,371  ..  1,182, 

*5.393.735  --  I.°l6> 
20,867,333  ..  1,177. 
23401,757  --  1 »232’ 
19,269,520  ..  1,151, 
22,237,681  ..  1,344. 
48,428,657  ..  2,207, 

77,984,455  ••  2.866, 

84,796,040  ..  3,373. 
93.54M95  - 3.472, 

93,101,167  ..  3,717. 
92,182,163  ..  3,642, 
121451,392  ..  3,637. 
90,274478  ..  3,365, 
95.  *33.073  -*  3,927, 
105,964,277  ..  3,939, 
111,022,137  ..  3,765, 
68,139483  •*  3, *73, 


The  proceedings  of  the  annual  meeting,  1st  October,  1874,  v 
the  names  of  the  officers  elected,  will  be  found  in  the  Banke 
Magazine  for  November,  page  396.  The  transactions  of  the  y 
were  reported  at  $24,142,680,812.38. 

The  only  banks  in  the  city  that  are  not  members  of  the  “ Cle 
ing-House  Association”  are:  1,  Eleventh  Ward  Bank;  2,  Bu 
Head  Bank;  3,  Fifth  National  Bank;  4,  Sixth  National  Bax 
5,  National  Currency  Bank;  6,  The  Germania  Bank;  7,  Nil 
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Ward  Bank;  8,  The  West  Side  Bank;  9,  New  York  Gold  Ex- 
change Bank;  10,  Security  Bank;  n,  Harlem  Bank;  12,  Manu- 
facturers and  Builders’  Bank;  13,  Murray  Hill  Bank;  14,  Bank  of 
the  Metropolis;  15,  The  Produce  Bank;  16,  The  Loaners’  Bank; 
17,  German  Exchange  Bank. 


THE  REPORTS  OF  THE  TREASURY. 

The  financial  reports  are  all  completed  for  the  last  fiscal  year; 
but  that  of  the  Secretary  of  the  Treasury  will  not  be  published 
until  it  is  formally  presented  to  Congress.  Beyond  the  facts  which 
we  published  last  month,  nothing  is  known  as  to  the  policy  which 
will  be  recommended  by  Mr.  Bristow.  There  are  several  promi- 
nent questions  on  which  he  may  be  expected  to  offer  suggestions 
for  a change.  One  of  these  is  the  funding  of  the  public  debt. 
The  various  questions  relating  to  this  important  subject  are  well 
known  to  have  received  Mr.  Bristow’s  special  attention,  and  he 
has  paid  several  visits  to  this  city,  with  a view  to  pursue  his  in- 
vestigations with  more  advantage.  Several  conflicting  rumors  are 
current  One  class  of  persons,  claiming  trustworthy  information, 
say  that  nothing  new  will  be  proposed  by  the  Secretary,  while 
others  predict  that  some  radical  improvements  are  contemplated, 
which  will,  in  a short  time,  if  not  immediately,  be  laid  before 
Congress,  with  every  prospect  of  successful  adoption.  As  little  is 
positively  known  of  the  actual  contents  of  the  Secretary’s  Report, 
the  more  attention  is  directed  to  that  of  Mr.  Spinner,  of  which 
the  greater  part  has  been  published.  This  document  extends  over 
the  whole  period  during  which  the  Government  revenues  were 
impaired  by  the  panic.  It  gives  a full  analysis  of  the  fiscal 
operations  of  the  year  ending  30th  June,  1874.  Elaborate  tabu- 
lar statistics  are  given  in  the  appendix.  The  report  itself  is 
unusually  interesting,  and  discusses  a multitude  of  practical  details 
to  which  public  attention  has  of  late  been  earnestly  directed.  As 
to  the  Avenue,  Mr.  Spinner  shows  that  the  customs  have  fallen 
off  $ 24,985,689,  and  the  internal  revenue  $11,315,529.  He  ex- 
plains that  the  most,  if  not  the  whole,  of  the  decrease  of  receipts 
from  the  latter  source  is  due  to  recent  changes  in  the  law,  while 
the  falling  off  in  the  customs  duties  seems  to  have  been  caused 
solely  by  the  panic  that  occurred  early  in  the  fiscal  year,  and 
made  itself  felt  to  the  end.  The  people,  in  consequence  of  the 
stringency  in  the  money  market,  became  more  economical  in  their 
expenditures  for  foreign  goods.  The  Government  disbursements, 
exclusive  of  those  on  account  of  the  public  debt,  have  decreased 
$ 1,869,652,  as  compared  with  the  year  before.  Considerable  as 
this  retrenchment  is  in  the  Treasury,  it  is  believed  that  it  will  be 
•still  greater  at  the  end  of  the  current  year. 
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The  receipts  for  the  year  from  all  sources  are  reported  at  7 
millions  and  the  disbursements  742  millions,  so  that  there  has  be 
a surplus  of  nearly  20  millions  added  to  the  cash  balance,  whi 
has  risen  from  $131,178,137  on  30th  June,  1873,  to  $150,731,5 
on  30th  June,  1874.  This  will  be  illustrated  by  the  followi 
table : 

Receipts  of  the  Fiscal  Year. 


Counter 

Received  from  Net  receipts.  Repayments.  warrants . Total  receipt 

Loans $439,272,535  46  . $439»272,535 

Customs 163,103,833  69  . . . 163,103,833 

Internal  revenue  102,409,784  90  . . . 102,409,784 

Lands 1,852,428  93  . . . 1,852428 

Miscellaneous..  37.612,70795  $2,134,199  12  $1,195,501  77  . 40,942,408 

War  3,298,300  15  . 1,412,505  22  . 4,710,805 

Navy . 1,955.966  31  . 5,388,792  33  . 7.344.75= 

Interior  - 1,626,587  77  . 539>387  28  - 2.162,975 


$744,251,290  93  $9,012,053  35  $8,536,186  60  $76i,799.53c 

Late  United  States  Depository,  Cincinnati,  Ohio,  formerly  credited 

as  unavailable $ 1,03$ 

Balance  from  June  30,  1873  131,178,131 


Total  $892,978,70 1 


Expenditures  of  the  Fiscal  Year. 

Net  Counter  Total 

Paid  on  account  of  expenditures.  Repayments.  warrants.  expenditure. 

Customs $22,365,278  52  . $626,700  19  . $69,826  22  . $23,061,804 

Internal  revenue  5,722,164  35  . 66,20765  . 11,582  14  . 5.799.954 

Interior 35.73°, 876  75  - 1.623,587  77  . 539,387  28  . 37,893,851 

“ Civil  ...  4,804,576  56  . 70,031  98  . 1,467  92  . 4»87^»°7^ 

War 42,313,927  22  . 3,298,300  15  . 1412,505  22  . 47,024.732 

Navy  36,932,587  42  - 1.955.966  31  . 5,388,702  33  . 38,277,34* 

Treasury 47,006,277  04  . 404,194  17  - 1,055481  So  . 48,465, 953 

Diplomatic  ....  i,325.327  °o  - I33,269  6o  . 12,819  28  . 1,471,4*5 

Q,  Sal’s 606,961  20  . 140  78  . 607,102 

Judiciary 3.3Ii»oo8  94  - I49t294  H - 3460,303 

Public  debt 53°. 579, 948  99  . 684,359  73  . 44,324  41  . 531,308,633 


$724,698,93340  $9,012,053  35  $8,536,18660  $742,247,173 
Balance,  June  30,  1874 150,731, 533 


$892,978,706 

On  comparing  the  annual  expenses  of  the  internal  revenue  a 
the  customs  duties,  it  will  be  observed  that  the  repeal  of  taxati 
has  not  been  followed  by  a corresponding  diminution  in  the  c 
of  collecting  the  revenue.  Mr.  Spinner  explains  this  circumstan 
and  says  it  is  a mistake  to  suppose  that  the  repeal  of  taxes  1 
been  so  adjusted  as  that  “the  decrease  in  the  receipts  and  < 
penditures  ought  of  necessity  to  have  reduced  the  amount  of  lat 
required  to  be  done  for  the  transaction  of  the  public  busine 
But  such  is  far  from  being  the  case,  and,  on  the  contrary,  it  h 
been  largely  increased.  All  the  machinery  for  the  collection  a 
disbursement  of  the  public  revenue  remains.”  This  explanati 
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will  surprise  many  persons,  inasmuch  as  the  anticipation  of  a re- 
duction in  the  cost  of  collection  was  freely  expressed  in  Congress 
when  several  of  the  fiscal  changes  were  under  discussion,  and  this 
was  one  of  the  reasons  advanced  in  their  favor. 

Passing  to  the  Post-Office  Department,  we  find  that  the  net  re- 
ceipts for  the  year  were  $11,990,816.38,  and  the  total  warrants 
drawn  on  account  of  expenditures,  $11,560,216,  including  $500,000 
for  mail  steamship  service  between  San  Francisco,  Japan,  and 
China;  $75,000  for  mail  steamship  service  between  San  Francisco 
and  the  Sandwich  Islands;  $150,000  for  mail  steamship  service 
between  the  United  States  and  Brazil. 

As  to  the  Conscience  Fund,  the  amount  received  and  credited 
to  the  Conscience  Fund,  from  December  1,  1863,  to  June  30, 
1873,  was  $154,605.98;  from  July  i,  1873,  to  June  30,  1874, 
$8,218.76;  total,  $162,914.74. 

A considerable  part  of  the  report  is  taken  up  with  the  National 
Banks,  the  number  of  which,  a year  ago,  was  2,115.  The  new 
banks,  organized  during  the  fiscal  year,  were  40,  making  the  total 
number  of  banks,  to  30th  June,  1874,  2,155.  Of  this  aggregate, 
119  banks  have  been  closed  by  voluntary  liquidation,  or  by  merg- 
ing into  other  banks.  Of  the  notes  of  the  broken  banks,  the 
amount  redeemed  during  the  fiscal  year  was  $ 1,374,500,  and  the 
aggregate  of  previous  years  was  $9,277,435.  Hence,  the  total 
amount  of  notes  of  failed  banks,  which  have  been  redeemed  by 
the  Treasury  since  the  establishment  of  the  National . system,  is 
$10,651,935.  As  to  the  securities  held  in  trust  for  circulation,  the 
amount  is  $391,171,200.  The  bonds  held  as  security  for  public 
deposits,  amount  to  $16,635,200. 

An  extended  discussion  is  given  to  the  new  arrangements  for 
the  redemption  of  National  bank-notes.  The  Treasurer  points  out 
several  circumstances,  which  interfered  with  the  earlier  success  of 
the  Redemption  Bureau.  First,  he  says,  there  should  have  been 
a proper  delay  for  preliminary  preparation,  which,  in  all  such 
cases,  is  indispensable  to  the  smooth  operation  of  new  machinery 
like  that  of  the  Redemption  Bureau.  But  no  such  preparatory 
delay  was  provided  for.  “The  act  of  June,  1870,”  says  Mr. 
Spinner,  “went  into  effect  immediately  on  i£s  passage,  and  indi- 
vidual companies  and  even  National  banks  took  instant  advantage 
of  that  fact  National  bank-notes,  in  all  kinds  of  condition,  from 
all  parts  of  the  United  States,  at  once  began  to  pour  into  the 
Treasury  by  millions.  There  was  no  time  whatever  given  to 
make  preparation  to  carry  the  provisions  of  the  law  into  effect. 
In  a very  short  time,  more  than  $ 20,000,000  of  the  notes  of  Na- 
tional banks  that  had  been  redeemed  and  that  could  not  be  dis- 
posed of,  lumbered  the  vaults  of  the  Treasury,  when  they  were 
needed  for  its  own  use.” 

Our  readers  will  remember  that  we  favored  the  demand 
which  the  Treasury  made  on  the  banks  for  a voluntary  deposit 
of  a second  five  per  cent.,  in  addition  to  that  required  by  law* 


Digitized  by  UjOOQle 


424  banker's  MAGAZINE.  [Decern1 

This  demand,  though  it  was  supported  by  the  force  of  pul 
opinion,  was  not  generally  complied  with  as  promptly  as 
emergency  required.  Hence  arose  the  necessity,  which  sho 
have  been  foreseen,  for  stopping  the  redemption  machinery  fo 
brief  season  until  it  could  be  efficiently  organized  In  ot 
words,  the  preparatory  delay,  which  should  have  been  provi< 
for  in  the  law,  was  enforced  by  necessity.  This  point  and  sc 
others  are  explained  in  the  report  before  us,  as  follows: 

“ As  a general  rule,  the  banks  behaved  well,  and  did  all 
their  power  to  facilitate  redemption.  Quite  a number,  mostly 
the  principal  cities,  deposited  a second  five  per  centum  before  i 
of  their  notes  had  been  assorted ; but  other  banks  sent  notes  b 
for  redemption  before  they  had  even  made  their  own  depo 
wherewith  to  make  redemptions.  Not  having  any  of  the  ap 
ances  necessary  to  assort  these  notes,  so  that  calls  could  be  m 
of  the  banks  to  make  good  their  redemption  fund,  it  wras  foi 
that  while 'the  agency  held  National  bank-notes,  answering  as 
curity  for  United  States  notes  remitted  for  their  redemption, 
Treasury  had  been  drawn  upon  for  more  than  five  per  cenl 
deposit.  Under  these  circumstances,  the  receipt  of  National  ba 
notes  was  discontinued  until  the  fund  could  be  sufficiently  repl 
ished  to  again  go  on  with  redemptions.  That  time  has  now 
rived,  and  although  the  agency  is  still  without  sufficient  h 
room,  or  furniture,  yet  it  is  confidently  believed,  if  the  banks 
spond  promptly  when  calls  are  made  upon  them  in  the  future 
make  good  their  redemption  fund,  in  accordance  with  the  1 
no  further  delay  will  occur,  and  that  all  remittances  herea 
made  of  National  bank-notes  for  redemption  will  be  promptly 
mitted  for  the  sender  in  lawful  money.  Notices  will  soon  be  s 
to  the  National  Banks,  advising  them  of  the  amounts  charged 
their  redemption  fund  to  reimburse  the  Treasury  for  the  chai 
for  transportation  and  the  cost  of  assorting  their  notes  that  h 
been  redeemed  in  compliance  with  the  law,  which  provides  t 
these  charges  and  costs  shall  be  in  proportion  to  the  circulal 
redeemed.  As  the  law  does  not  state  whether  these  charges  ; 
costs  shall  be  in  proportion  to  the  amount  in  dollars  of  the  m 
ber  of  notes  redeemed,  it  has  been  decided,  after  consultation  v 
the  Secretary  of  the  Treasury  and  others  learned  in  the  law,  tl 
inasmuch  as  the  charges  for  transportation  are  paid  on  the  amo 
of  money  transported,  and  that  it  costs  as  much  to  assort  0 
dollar-notes  as  it  does  notes  of  a thousand  dollars,  therefore 
proportion  for  transportation  will  be  adjusted  with  reference  to 
amount,  and  for  other  expenditures  in  proportion  to  the  num 
of  the  notes  redeemed.” 

Mr.  Spinner  does  not  give  as  full  details  as  might  be  wished 
the  precise  amounts  of  currency  sent  in  for  redemption,  or  of 
periodical  fluctuations  in  the  state  of  the  redemption  fund.  W1 
the  organization  is  more  complete  he  will,  it  is  hoped,  be  able 
give  a weekly  statement  as  to  the  amount  of  bank-notes  receiv 
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showing  what  portion  of  the  aggregate  comes  from  the  National 
Banks  direct  and  what  portion  from  other  sources.  Some  of  the 
banks  have  complained  of  the  delay  in  getting  their  notes  re- 
deemed. But  this  ground  of  complaint  is,  we  suppose,  in  a fair 
way  for  being  finally  removed. 

Another  important  point  is  the  delay  of  the  banks  in  paying 
their  duties  to  the  Treasury.  The  delinquencies  seem  to  be  in- 
creasing. It  is  stated  by  the  report  that  “while  there  is  a pen- 
alty of  $200  for  any  default  in  making  proper  returns  within 
ten  days  after  each  first  day  of  January  and  July,  there  is  no 
penalty  whatever  for  making  default  in  payment  of  the  duty  to 
the  Treasury  within  the  months  named,  as  it  is  made  the  duty  by 
law  for  each  bank  to  do.  Quite  a number  of  the  banks  take  ad- 
vantage of  this  defect  in  the  law.  They  make  their  returns  regu- 
larly within  the  ten  days  prescribed  by  law,  and  thus  avoid 
the  penalty  of  $200.  Having  thus  complied  with  the  compara- 
tively immaterial  part  of  the  law,  for  the  non-compliance  with 
which  there  is  a penalty  attached,  they  then  entirely  neglect  the 
material  part,  by  refusing  to  pay  the  duty  within  the  month,  and 
for  which  neglect  there  is  no  penalty.  As  most  of  the  interest  of 
the  stocks  held  by  the  Treasurer  in  trust  for  National  Banks’  is 
payable  semi-annually  in  January  and  July,  there  is  no  way  pro- 
vided by  which  the  duty  in  such  cases  can  be  collected  compul- 
sorily within  five  months,  when  the  next  interest  on  their  stocks 
is  payable.  The  use  of  large  sums  of  money  for  a long  time  due 
to  the  United  States  is  lost  to  the  Treasury.  In  cases  of  single 
banks  the  loss  in  interest  for  a single  term  of  six  months  amounts 
to  hundreds  of  dollars.  The  aggregate  amount  thus  lost  to  the 
people  is  very  large.  This  not  only  works  a great  injury  to  the 
public  revenue,  but  does  injustice  to  the  majority  of  the  National 
Banks,  that  pay  this  duty  regularly  with  commendable  prompti- 
tude. To  obviate  this  evil,  and  to  force  a ready  compliance  with 
the  terms  of  the  law,  the  act  should  be  so  amended  as  to  attach 
a penalty  for  the  non-payment,  within  the  time  prescribed  by  the 
law,  of  the  duty  due  from  any  National  Bank,  of  an  additional 
penal  sum  at  the  rate  of  one  per  cent,  per  month  upon  the 
amount  of  the  unpaid  tax,  due  from  and  by  such  defaulting  bank, 
until  the  whole  amount  of  such  duty  with  the  accrued  penalty 
shall  have  been  paid  by  such  defaulting  bank;  and  if  not  paid  be- 
fore, the  whole  amount,  including  the  penalty,  should  be  retained 
from  the  next  interest  due  on  its  stock,  held  for  it  in  trust  for  the 
redemption  of  its  circulating  notes  by  the  Treasurer  of  the  United 
States:” 

Passing  to  another  subject,  that  of  thefts  of  unsigned  notes, 
Mr.  Spinner  argues,  that  “no  good  reason  can  be  urged  why  the 
banks  themselves  should  not  be  held  equally  responsible  when, 
through  their  own  fault,  their  unsigned  notes  get  into  circulation. 
That  they  eventually  cannot  avoid  this  responsibility  is  evidenced 
by  the  fact  that  the  Government  holds  the  bank’s  receipt  for  the 
notes,  and  the  United  States  bonds  pledged  for  their  redemption 
28 
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in  the  custody  of  the  Treasurer  can  never  be  surrendered  ui 
the  banks  shall  return  the  notes  for  the  redemption  of  which  tl 
are  held,  or  by  the  deposit  of  an  equal  amount  of  United  Sta 
notes.  It  is  only  a question  whether  the  liability  on  the  part 
the  bank  to  redeem  these  notes  shall  attach  at  once,  or  at  sc 
future  time.  Under  these  circumstances  it  is  believed  that  pul 
policy,  justice  to  the  holders  of  these  notes,  and  the  true  inte 
of  the  banks  themselves  require  the  passage  of  a law  authors 
the  Treasurer  to  redeem  the  unsigned  notes  that  have  been, 
that  may  hereafter  be  delivered  to,  and  receipted  for  by  a ba 
in  the  same  manner  and  under  the  same  rules  and  regulations 
other  National  bank-notes  are  now  by  law  redeemed.” 

The  receipts  of  national  bank-notes  for  redemption  in  Nov 
ber  were  $3,414,350.  Those  for  the  month  of  July  v 
$io,359,oo°;  for  August,  $9,975,000;  for  September,  $7,822,0 
for  October,  $5,618,000 — being  an  aggregate  to  November  15 
$33,954,°o°.  The  number  of  the  notes  redeemed  is  4,789, 
and  their  aggregate  value  $30,508,000.  The  average  value  of 
redeemed  notes  is  $6.37,  and  the  amount  of  canceled  notes  d 
ered  to  the  Comptroller  of  Currency  for  destruction,  $19,773,: 
Among  the  minor  topics,  the  Treasurer  refers  to  the  great  incr 
in  the  kinds  of  paper  money,  which  have  been  multiplied  of  late  y< 
He  says:  “The  kinds  of  paper  money  issued  by  the  United  St 
including  fractional  currency,  have  been  largely  increased  and 
tinue  to  be  increased  as  dangerous  counterfeits  are  discovi 
As  all  the  various  kinds  must  be  assorted  by  series,  as  well  a 
denominations,  the  work  of  redemption  and  destruction  is  nee 
rily  increased  to  just  the  extent  that  the  kinds  are  incre: 
For  years  there  were  but  16  kinds;  the  number  has  incre; 
until  now  there  are  46  different  kinds  that  require  to  be  assc 
and  separated,  thus  increasing  this  kind  of  work  nearly  three 
Without  any  change  of  opinion,  as  expressed  in  reports  of  fo 
years,  in  regard  to  the  inadequacy  of  the  salaries  now  paii 
departmental  employes  of  the  Government,  I have,  after  m; 
thought  and  reflection,  and  from  some  little  experience  in 
National  Bank-Note  Redemption  Agency,  come  to  the  conch 
that  if  Congress  would  appropriate  to  each  Department  anc 
Bureaus  a round  sum,  not  exceeding  that  now  appropriated,  t 
expended  in  discretion  and  under  the  direction  of  the  head 
the  several  Departments  in  payment  of  clerks  and  other  empl 
of  the  Departments  and  the  Bureaus  thereof,  in  sums  of 
amount — say,  for  clerks,  from  $1,000  to  $2,000,  and  for  gi 
higher  or  lower  than  clerks,  in  proportion,  with  the  right  to 
just  the  payments  from  time  to  time,  according  to  the  work 
formed  by  each — very  much  more  and  a great  deal  better  se 
would  be  had  by  the  Government  than  under  the  present  sys 
with  the  grade,  classification,  and  rate  of  compensation  fixec 
the  iron  rule  of  compulsory  law.  The  reduction  made  by  the 
of  Congress  at  its  last  session,  of  the  number  of  females  actin 


Digitized  by  CjOOQle 


**74-] 


THE  REPORTS  OF  THE  TREASURY. 


427 


sweepers  and  dusters,  from  13  to  7 in  number,  and  the  decrease 
of  the  pay  of  the  remaining  ones  from  $36  to  $20  per  month, 
greatly  inconvenienced  the  office,  brought  great  distress  upon  the 
poor  widows,  who  were  either  deprived  of  their  places,  or  com- 
pelled to  work  for  pay  inadequate  to  their  services,  and  for  their 
and  their  families’  support.  When  it  is  recollected  that  these  per- 
sons are  mostly  widows  with  families  of  helpless  children,  who 
have  the  alternative  often  offered,  between  seeing  the  suffering  of 
their  children  for  want  of  bread,  and  taking  the  money  that  is 
exposed,  to  avert  it,  the  impolicy,  if  not  the  wickedness,  of  placing 
such  a temptation  in  their  way  will  be  realized  and  corrected.” 

A subject  of  more  local  interest  is  the  circulation  of  unauthor- 
ized notes,  which  has  long  been  complained  of  in  one  or  two  of  the 
Southern  States.  “ Constant  complaints,”  he  says,  “have  been  made 
that  the  laws  made  to  restrain  the  issuing  and  circulation  of  notes 
other  than  those  authorized  by  acts  of  the  United  States  Congress, 
are  evaded  in  large  sections  of  the  country,  and  in  many  localities 
they  arek  utterly  disregarded.  The  latter  is  particularly  true  as  of 
the  South,  and  especially  so  in  the  States  of  Georgia  and  Ala- 
bama. Most  of  these  violations  of  law  are  by  municipalities  and 
ty  manufacturing  companies.  I can  speak  of  this  evil  from  per- 
sonal experience  and  observation.  In  localities  at  the  South  almost 
the  entire  circulation  consists  of  such  local  issues  that  are  put 
upon  everybody  in  change,  and,  unless  used  in  the  place  of  issue, 
are  worthless  to  the  holder.  This  is  particularly  true  of  the  frac- 
tional currency.  For  this  there  has  never  been  the  poor  excuse 
that  there  was  not  currency  enough,  as  the  amount  authorized  by 
law  has  never  been  issued  by  the  Treasury,  being  restricted  and 
reduced  by  the  issue  and  circulation,  in  violation  of  law,  of  this 
illegitimate  and  almost  worthless  currency.  Now  that  banking  un- 
der the  National  system  is  measurably  free,  that  excuse  will  not 
hold  as  to  the  issue  of  notes  of  one  dollar  and  upward.  By  the 
act  of  March  26,  1867,  it  is  enacted  ‘that  every  National  bank-* 
ing  association,  State  bank,  or  banker,  or  association,  shall  pay  a 
tax  of  10  per  centum  on  the  amount  of  notes  of  any  town,  city, 
or  municipal  corporation  paid  out  by  them.’  This  enactment  does 
not  reach  the  root  of  the  evil.  The  law  should  be  so  amended 
and  changed  as  to  compel  the  payment  of  the  tax  by  the  munici- 
palities, companies  or  individuals  who  make  the  original  issue  of 
such  unauthorized  circulating  notes.  Bankers  and  business  men  at 
the  South  assured  me  that  even  such  a tax  would  not  prevent  the 
issue  of  this  kind  of  currency,  and  that  the  only  effectual  way  to 
abolish  the  nuisance  would  be  to  declare  the  issuing  of  any  kind 
of  obligations,  with  a view  to  its  circulation  as  money,  a mis- 
demeanor, punishable  by  fine  or  imprisonment,  or  both,  by  any 
court  having  cognizance  thereof.” 

The  figures  given  in  Mr.  Spinner’s  report  of  the  receipts  and 
disbursements  differ  somewhat  from  those  of  the  Register  of  the 
Treasury,  in  consequence  of  certain  differences  in  the  methods  of 
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book-keeping  in  the  various  Bureaus,  which  have  been  often  explain- 
ed. This  circumstance  will  account  for  the  variation  in  the  foregoing 
reports  from  the  official  figures  that  we  have  recently  published.  The 
subjoined  table  gives  a comparative  view  of  the  sources  of  inter- 
nal revenue,  with  the  relative  productiveness  of  the  various  taxes: 

Sources  of  Internal  Revenue  Fiscal  Years  1870  to  1874. 


Spirits. 

1870. 

1871. 

187a. 

1873.  *874- 

Brandy  distilled  from  apples,  1 

$2,014,646  . $539,359 

grapes,  and  peaches 

Spirits  distilled  from  other  ma-  , 

$39»a45>133< 

| $1,236,006  . 

$544,849  • 

terials  than  apples,  grapes, 
and  peaches J 

[ 39,921,308  . 

32.S72.940  • 

41,116,419  . 43.267»*34 

Wine  made  in  imitation  of  cham- 

pagne,  &c 

279 

. 

30  . 

3,532  . *5* 

Distilleries  per  diem,  tax  on 

3,137,488 

1,901,603  . 

2,010,986  . 

. 

Distillers’  special  tax 

6,481,300 

• 5,683,077  . 

6,489,786  . 

• 

Rectifiers 

1,063,698 

959,8oo  . 

955,704  • 

37*. 457  • 287,826 

Dealers,  retail  liquor 

3,538.979 

. 3.651,485  • 

4,028,605  . 

5,016,904  . 4,321,605 

Dealers,  wholesale  liquor 

3,251,033 

2,151,281  . 

2,065,564  . 

781,664  . 596,455 

Manufacturers  of  stills  and  stills 

and  worms  manufactured 

7,691 

5,167  . 

5,652  • 

4,673  • 3.445 

Stamps,  distillery  warehouse,  for 

rectified  spirits,  &c 

831,761 

758,427  • 

797,291 

415,368  . 347,763 

Excess  of  gaugers’  fees,  &c 

— 

*3.693  • 

4,119  . 

2,374,709  . 79.750 

Total  from  spirits......... 

$55  537,351 

$46,281,848  $49,475,5*6  $52,099,372  $49,444,090 

Tobacco. 

Cigars,  sheroots  and  cigarettes. 

$ 5,710,097 

.$6,598,173  • 

$7,566,157 

$8,940,39*  $9,333.59* 

Manufacturers  of  cigars 

123,101 

. 143,192  . 

161,767  . 

*53,233  . 149,037 

Tobacco,  chewing, &c.,  and  snuff. 
Tobacco,  smoking,  all  steins, &c.. 

19,705,333 

. 20,677,718  . 

*8,674,569 

1,082,049  . 1,038,446 

fine-cut  shorts,  &c 

4,579.24* 

. 4,882,822  . 

5,896,206 

. 33,315,810  . 20,900,510 

Stamps  for  tobacco  or  snuff  in- 

tended  for  export 

47,998 

66,147  . 

53.576  ■ 

5,595  - 6,735 

Other  sources  now  exempt 

— 

. 

— 

44,603  . 376 

Dealers  in  leaf  tobacco 

. 

199,969 

331,662  . 

260,488  . 

118,518  . 1*5,99* 

Dealers  in  manufactured  tobacco. 

924,3*2 

. 970,018  . 

1,102,358 

. 1.7*4,247  • *,686,609 

Manufacturers  of  tobacco 

28,592 

20,174  • 

31,050 

11,868  . 11,578 

Total  from  tobacco 

$31.3*8,536  $33,578,9<>7  $33,736,170 

$34,386,303  $33,242,876 

Fermented  Liquors. 

Fermented  liquors,  $1  per  bbl.  on 

$ 6,026,972 

$7,  *59, 740 

. $8,009,970 

.$8,910,824  .$8,880,677 

Brewers'  special  tax 

233,756 

. 329,762  , 

248,539 

304,650  . 245,366 

Dealers  in  malt  liquors 

— 

— 

— 

109,464  . 178,638 

Total  from  liquors. 

$6,360,728 

$7,389,502 

$ 8,358,498 

$9,324,938  $ 9,30^,68 

Banks  and  Bankers. 

Deposits,  capital  and  circulation. 

$4,409,035 

$3,644,242 

. $4,638,339 

•$3,77*, 03*  -$3, 387, *6* 

Income. 


From  individuals 

Other  collections  from  income. . 

$36,696,132  $15,233,313  .$8,711,251  . 

9,547,2*4  • 3»94°»439  • 5,725.6**  • 

! — 

Total  from  income 

$36,243,346  $19,162,651  $14,436,863  . 

— * 

Stamps. 

Miscellaneous. 

$15,611,003  $14,539,885  $15,396,470  .$7,7<>*,377 
*8,535.579  • *8,611,397  . 5,068,350  . 6,791,435 

. $6,143,758 

. 1,029,096 

Grand  total  for  the  year.. . . . $ 183,634,833  $ 143,198,33a $ 130,890,097  $ 114,075,456$  103,651,660 
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mercantile  failures  and  industrial 

PROGRESS. 

The  statement  has  been  made  that  the  failures  brought  on 
ty  the  panic  of  1872  have  been  greater  in  amount  than  those 
which  followed  the  panics  of  1857  and  1861.  This  state- 
ment is  certainly  exaggerated.  To  throw  more  light  upon  it,  we 
have  compiled  some  statistical  tables,  which  will  be  found  at  the 
close  of  this  article.  The  figures  have  been  taken  from  the  re- 
ports of  Messrs.  Dun,  Barlow  & Co.,  and  are  very  full  and  com- 
plete, for  the  years  1857  and  1861.  We  trust  that  this  enterpris- 
ing firm  will,  in  their  forthcoming  report  of  the  failures  for  the 
year  1874,  give  to  the  public  statistics  equally  full  and  complete, 
so  that  the  comparison  we  have  begun  may  be  extended  to  in- 
clude the  other  chief  cities  as  well  as  New  York. 

It  has  often  been  observed  that  failures  ip  this  country  are 
much  more  numerous  than  in  England,  and  that  in  England  they 
are  more  numerous  than  on  the  continent  of  Europe.  Many 
causes  have  been  assigned  for  this  disparity.  In  the  United  States 
there  is  a restlessness  and  a spirit  of  enterprise  that  prompt  men 
incessantly  to  take  risks,  which,  in  older  countries,  men  are  afraid 
to  venture.  Another  reason  why  failures  are  more  numerous  here, 
is  the  insufficiency  of  capital.  Men  often  begin  business  in  our 
larger  cities  on  a capital  which  in  Europe  would  be  regarded  as 
ridiculously  small  and  inadequate.  Bankers  and  merchants  have 
built  up  a lucrative  business,  and  have  risen  to  wealth  and  distinc- 
tion, who,  a dozen  years  ago,  were  mere  clerks,  and  started  for 
themselves  with  little  or  no  means,  except  that  best  of  all  capi- 
tal-integrity, energy,  and  thorough  knowledge  of  their  business. 
That  such  men,  working  with  meager  capital,  should,  even  in 
quiet  times,  meet  with  reverses,  is  but  natural ; and  such'  mishaps 
constitute  a large  proportion  of  the  annual  failures  in  which  the 
commercial  history  of  this  country  has  always  been  too  fertile. 

Thirdly,  there  is  another  cause  for  the  increase  of  mercantile 
failures,  that  have  been  reported  since  the  war.  We  refer  to  the 
risks  which  have  been  added  to  the  ordinary  perils  of  trade  by 
the  disorders  of  our  currency,  by  the  heavy  taxes  which  have 
been  laid  on  industry,  and  by  the  other  burdens  of  our  defective 
financial  system.  The  pressure  of  these  forces  must  have  been 
severely  fatal  among  the  weaker  members  of  our  industrial  com- 
munity, and  multitudes  of  small  capitalists  must  have  been  re- 
duced to  the  condition  of  employes.  Still,  in  the  youthful  organ- 
ism of  American  industry,  these  rapid  processes  of  disintegration 
and  decay  are  more  than  compensated  by  the  swifter  processes  of 
repair.  As,  in  these  amazing  activities  of  material  growth,  there  is 
no  nation  in  modem  times  that  can  compare  with  the  United 
States,  it  is  not  surprising  that  there  should  be  some  correspond- 
ing energy  in  those  destructive  forces  which  cause  individual  fail- 
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ures.  Among  the  incidental  results  of  this  law,  we  find  that  the 
disadvantages  of  small  capital  are  augmenting. 

Formerly,  it  was  a common  boast  that  a mechanic  or  a small 
tradesman,  who  was  weak  in  capital  but  strong  in  the  American 
qualities  of  ingenuity,  energy,  and  pliant  skill,  had  much  less  to 
fear  from  his  wealthier  rivals,  than  in  other  countries.  Hence  the 
door  was  always  open,  to  receive  the  best  skill  of  the  body  of 
journeymen  into  the  superior  order  of  employers  of  labor.  The 
steady  apprentice  had  before  him  the  certainty,  that  if  he  were  in- 
dustrious and  skillful,  sober  and  trustworthy,  the  path  would  soon 
open  which  would  lead  him  to  competence  and  to  honor,  as  an 
organizer  of  other  men’s  labor.  Since  the  war,  and  the  paper- 
money  troubles  which  the  war  brought  upon  us,  two  notable 
changes  have  been  set  in  motion,  which  deserve  more  attention 
than  they  have  heretofore  received,  from  economic  writers.  First 
of  all,  gigantic  wealth  has  been  concentrated  in  few  hands.  Our 
National  proclivity,  to  organize,  has  made  a revolution  in  almost 
all  departments  of  industrial  production  and  commercial  enterprise. 

The  few  who  are  strong  in  capital  have  thus  a powerful  engine 
in  their  hands.  They  are  easily  induced  to  confederate,  to  form 
cliques,  and  to  carry  out  plans  for  crushing  weaker  competitors, 
who  are  less  able  to  withstand  monetary  spasms  or  commercial 
disasters,  and,  therefore,  are  easily  absorbed  into  the  firms  and 
corporations,  whose  rivalry  has  tended  to  precipitate  these  ruinous 
changes.  In  the  next  place,  the  smaller  capitalists,  all  over  the 
country,  have  suffered  much  more  than  their  opulent  competitors, 
from  the  strikes  of  workmen. 

One  of  the  evils  of  strikes  is  that  they  first  attack  and  bring 
down  those  masters  who  are  the  weakest  and  the  least  removed 
from  the  position  of  journeymen.  Strikes  thus  prevent  journeymen 
from  rising  to  be  masters.  They  help  to  break  up  the  industrial 
community  into  an  inordinate  multitude  of  wages-eaming  employes, 
instead  of  giving  free  play  to  the  wholesome  forces  which,  former- 
ly, enabled  a mechanic,  through  successive  steps,  to  rise  into  a 
wages-paying  employer.  If  our  mechanics  were  wise,  they  would 
see  that  the  adventurers,  who,  in  the  guise  of  friends,  counsel 
strikes,  and  foster  foolish  resistance  to  natural  laws,  are  enticing 
them  away  from  their  true  interests.  In  this  country,  the  strikes 
of  workmen  would  have  been  less  fbequent,  if  our  mechanics  had 
only  looked  at  facts  with  their  own  eyes,  instead  of  viewing  them 
through  the  jaundiced  imagination  of  idle,  designing,  and  often 
vicious  demagogues.  It  is  the  birthright  of  American  mechanics, 
that  they  should  have  a free  course  for  their  skill,  and  a fair 
prospect  for  their  success,  as  small  capitalists.  This  is  better  for 
them  than  to  combine  in  unions,  which  help  to  crush  small  estab- 
lishments, and  cause  them  to  be  swallowed  up  in  the  larger  ones. 
The  tables  of  failures  to  which  we  referred  at  the  beginning  of 
this  article,  will  be  found  below.  They  offer  a suggestive  com* 
mentary  on  the  principles  we  have  been  expounding. 
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Failures  after  the  Panics  of  1857,  1861  and  1872. 


>—  ■ ■ " 1857.  l86l. — N /— “I873. . 

New  York:  No.  Amount.  No.  Amount.  No.  Amount. 

N.  Y.  City  & Bk’lyn  . 915  $135,129,000  980  $69,067,114  644  $92,635,000 

Albany 35  . 838,000  . 47  . 2,348,500 

Buffalo 72  . 4,224,000  . 26  . 300,000 

Oswego 13  . 161,000  . 13  . 130,000 

Rochester 31  . 850,000  . 37  . 319,000 

Syracuse 29  . 436,000  . 36  . 549,000 

Troy.  24  . 1,607,000  . 33.  380,000 

Utica 20  . 585,000  . 35  . 359,000 

Remainder  of  State.  447  . 6,789,000  .660.  7,700,100  .544  *13,721,000 

Mass.,  Boston 253  . 41,010,000  .480.  18,317,161 

Remainder  of  State.  230  . 2,611,000  .363.  6,796,000  .309  ti  1,224,000 

Pens., Philadelphia. . 280  . 32,934,000  .389.  21,294,363 

Pittsburgh 28  . 1,183,000  . 49  . 747*397  

Remainder  of  State-  226  . 2,283,000  .327.  2,948,500  .576  131,445,000 

huxois,  Chicago 1 17  . 6,572,000  91.  5,117,170 

Remainder  of  Slate.  190  . 2,766,000  .350.  4,911,300  .329  . 1 7, 109,000 

Ohio,  Cincinnati 0 . 3,898,000  . I63  . 6,^82,071  . . - ..7. 

Cleveland 30  . 1,613,000  . 22  . 60 4, 000 

Remainder  of  State.  220  . 2,357,000  397.  5,879,500  .321  ti  1,220,000 

Rhode  Island,  Prov  35  . 4,564,000  . 54.  1,093,000 

Remainder  of  State.  4 . 105,000  . 14.  168,000  . 58  115,259,000 

Michigan,  Detroit..  3a  . 514,000  . 50.  1,119,200  . 

Remainder  of  State.  98  . 1,004,000  .169.  1,820,200  .248  .13,917,000 

Iowa,  Dubuque 36  . 735, 000  . 10.  370,000 

Remainder  of  State.  108  . 1,333,000  - 93.  1,295,000  .141  .11,917,000 

Indiana 139  . 1,636,000  . 253  . 2,562,000  . 134  . 2,260,000 

Wis.,  Milwaukee 19  . 380,000  _ 17.  537,200 

Remainder  of  State.  101  . 1,244,000  .113.  2,137,500  . 81  .11,574,000 

New  Jersey 86  . 1,142,000  . 146.  2,234,300  .119  . 2,482,000 

Connecticut 61  . 1,129,000  . 181  . 2,594,000  . 104  . 1,452,000 

Maine 81  . 1,060,000  . 76 . 710,000  . 80  . 752,000 

New  Hampshire 70  . 928,000  . 90 . 840,090  . 27  . 513,000 

Vermont 57  . 473,000  .116.  1,488,000  . 21  . 350,000 

Minn.,  Kan.  & Terr’s.  63  . 1,705,000  . 55.  4.913.500  - *99  ■ 2,633,000 


TotalNorthern States.  4,257  $265,818,000  5,935  $178,632,170  4,084  $200,617,000 

“ Southern  States.  675  25,932,000  1,058  8,577,830  1,099  27,882,000 

“ in  all  the  States.  4,932  $291,750,000  6,993  $207,210,000  5,183  $228,499,000 


* These  figures  include  tho  whole  State  except  N.  Y.  City,  t These  figures  are  for  the  whole  State. 

Failures  in  the  Chief  . Cities,  1857  to  1873. 

, Nnu  York. — ■ Boston , — Philadelphia.  — s « United  States * 

No.  Amount.  No.  Amount  No.  Amount.  No.  Amount. 

,857  915  $I35*I29.00°  253  $41,010,000  280  $32,954,000  4,932  $291,750,000 

1858  .406  . 17,773.462  .123  . 4.178,925  - 109  - 10,002,385  .4,225  . 95,749,000 

1859  .299  . 13,218,000  .123  . 4,759,ooo  .105  . 2,589,000  .3,913  . 64,394,000 

1860  .428  . 22,127,297  .172  . 4,956,760  .144  . 6,107,936  .3,676  . 79,807,000 

1861.980.  69,067,114.480.  18,317,161.389.  21,294,363  6,993*  207,210,000 

1862  .162  . 7491,000  .120  . 2,013,000  . 60  . 1,310,000  -1.652  . 23,049,300 

1863  * 34  - 1,670,000  . 50  . 1,090,100  . 14  . 401,500  . 485  . 6,864,700 

1868  .417  . 3^,654,000  . — . . — . .2,608  . 63,774,000 

1869  -418  - 21,370,000  . — . . - . -2,799  . 75,054,000 

*870  .430 . 20,573,000.  — * . — . 3.551  • 88,242,000 

1871  .324  . 20,740^000  . — . . — . .2,915  • 85,252,000 

1872  -385  - 20,684,000  . — . . — . -4.069  . 121,056,000 

1873.644.  92,635,000  . ~ . .— . .5,183.228499.000 
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NOTES  ON  ECONOMIC  FALLACIES  AND 
THEIR  AUTHORS. 

The  Assjgnats. 

After  Law’s  Mississippi  scheme,  the  next  great  financial  bubble 
of  France  was  the  issue  of  assignats,  the  history  of  which  offers 
many  incidents,  of  which  the  counterparts  were  reproduced  in  the 
war  finance  of  this  country  three-quarters  of  a century  later.  A 
few  years  before  1789,  the  specie  currency  in  France  had  been  es- 
timated at  2,200  millions  of  livres,  or  about  88  millions  sterling. 
The  revolutionary  government  possessed  great  wealth  in  confis- 
cated property,  but  wanted  money.  To  supply  this  want,  and  to 
create  a market  for  the  landed  property,  which  had  been  confis- 
cated to  a prodigious  amount,  the  government  issued  notes  in  the 
following  form: 

“ National  property  assignat  of  100  francs.” 

These  notes  were  a legal  tender,  and,  in  that  respect,  resembled 
every  other  paper  currency  having  a forced  circulation;  but  they 
differed  therefrom  in  not  professing  to  represent  or  to  be  redeem- 
able in  any  specified  thing.  The  words  “ National  property,” 
signified  that  their  value  might  be  obtained  by  purchasing  with 
them  the  confiscated  property  at  the  auctions  of  such  property, 
which  were  constantly  occurring.  But  there  was  no  reason  why 
that  value  should  have  been  called  100  francs.  It  depended  upon 
the  quantity  of  the  property  so  purchasable,  and  upon  the  pro- 
portion which  this  property  bore  to  the  nominal  value  and  aggre- 
gate number  of  assignats  put  in  circulation. 

The  assignats  were  first  issued  in  May,  1790,  when  their 
amount  was  fixed  by  law  at  400  million  francs,  or  80  millions  of 
dollars.  In  September,  1790,  1,200  million  francs  had  been  issued; 
in  1793,  3,626  millions;  in  1794,  8,817  millions  and  a-half;  in 

1795,  19,699  millions  and  a-half;  and  on  the  7th  of  September, 

1796,  the  issue  had  amounted  to  45,579  millions,  or  about 
$9,115,800,000.  We  showed  last  month  what  followed  the  issue, 
by  John  I, aw,  of  paper  of  the  nominal  value  of  2,200  millions  of 
livres,  and  we  can  conceive  the  consequences  of  issuing  45,000 
millions.  The  value  of  assignats  fell  from  day  to  day.  The 
prices  of  commodities  rose  in  proportion,  not  merely  to  the  existing 
depreciation,  but  to  the  well-founded  apprehension  of  a still  further 
depreciation.  When  the  supply  of  a durable  commodity  is  sud- 
denly increased,  the  value  falls,  but  not  necessarily  in  proportion 
to  the  additional  supply.  Unless  the  causes  of  the  additional  sup- 
ply are  ascertained  to  be  permanent,  most  of  the  dealers  prefer 
holding  their  existing  stock.  For  the  hope  that  the  market  may 
alter  prompts  them  to  sell  their  property  at  a certain  loss.  But 
when  a commodity  is  perishable,  no  risk  can  be  so  complete,  nor 
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any  loss  so  certain,  as  the  risk  and  the  loss  of  holding  the 
perishable  article.  It  is  well  known  that,  in  certain  states  of  the 
market,  a small  increase  of  supply  may  create  so  violent  a com- 
petition among  the  sellers,  as  to  reduce  the  price  to  nothing. 
Thus,  in  Paris,  Berlin  or  London,  the  fish-market  has  sometimes 
been  oversupplied,  and  the  glut,  for  a short  time,  has  been  such 
as  to  reduce  the  sellers  to  give  away  a portion  of  their  stock,  or 
even  to  pay  people  to  remove  it  from  their  stalls.  Assignats  were 
a most  perishable  commodity.  Everybody  taxed  his  ingenuity  to 
find  employment  for  a currency  of  which  the  value  evaporated 
from  hour  to  hour.  It  was  passed  on  as  it  was  received,  as  if  it 
burned  the  hands  of  every  one  who  touched  it.  Those  who  had 
never  engaged  in  business  became  speculators.  Others  purchased 
estates,  built  houses,  or  bought  pictures  or  furniture.  What  was 
yesterday  an  extravagance,  became  a bargain  to-day.  No  one 
scrupled  any  expense,  even  for  mere  transitory  pleasure,  if  it  af- 
forded a means  of  investing  or  spending,  or  in  any  way  getting 
rid  of  what  he  possessed  in  assignats.  Those  who  depended  on 
fixed  money  payments,  were  reduced  to  beggary,  and  beggary,  at 
periods  of  general  distress,  is  starvation.  Every  morning  there 
were  found  in  the  waters,  and  on  the  shores  of  the  Seine,  the 
bodies  of  wretches,  who  had  preferred  death  by  suicide  to  death 
by  hunger.  The  state  of  the  laboring  class  was  scarcely  more 
tolerable. 

The  sovereign  people  felt  and  acted  with  the  folly  and  violence 
of  a despot.  The  depreciation  of  the  assignfits  was  attributed  to 
the  conspiracies  of  the  aristocrats,  and  to  the  intrigues  of  Mr. 
Pitt.  The  rise  of  prices  was  explained  by  the  favorite  theory  of 
monopoly,  and  it  was  thought  that  all  this  could  be  remedied  by 
terror,  by  substituting  fine,  imprisonment,  confiscation,  and  death, 
for  the  ordinary  motives  to  commercial  transactions. 

“If  provisions  and  commodities  are  wanting,”  said  the  Pro - 
curtur-General,  Chaunette,  “on  whom  will  the  people,  the  legis- 
lator-people, lay  the  blame?  On  the  authorities?  No.  On  the 
convention  ? No.  It  shall  lie  on  the  merchants  and  the  dealers.” 
Rousseau  was  the  spokesman  of  the  mass  of  the  people,  and  he 
well  said,  “When  the  mass  of  the  people  have  nothing  else  to 
eat,  they  must  feed  on  the  rich.”  To  prevent  the  constantly  in- 
creasing difference  between  the  value  of  paper  and  metallic 
money,  the  purchasing  assignats  with  money  at  less  than  their 
nominal  value,  or  the  sale  of  money  for  more  than  its  nominal 
value  in  assignats,  or  the  making  any  difference  in  price,  accord- 
ing as  that  price  was  to  be  paid  in  money,  or  in  assign&ts,  was 
made  a crime,  punishable  by  six  years’  imprisonment  in  irons. 
To  prevent  the  hoarding  of  the  precious  metals,  all  concealed 
gold  and  silver,  in  whatever  form,  became  forfeited,  half  to  the 
State,  and  the  other  half  to  the  informer.  These  measures  had  the 
success  that  might  have  been  expected.  The  law  against  taking 
assignats  at  less  than  par  was  passed  in  April,  1793.  In  the  fol- 
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lowing  June,  ioo  francs  in  silver  were  worth  300  in  paper.  In 
August,  they  were  worth  600.  The  failure  of  the  law  seems  to 
have  been  attributed  to  its  mildness.  The  punishment  was  raised 
to  twenty  years’  imprisonment  in  irons;  and,  in  1796,  an  assignat 
of  100  francs,  professing  to  be  worth  twenty  dollars,  was  currently 
exchanged  for  5 sous  6 deniers,  or  rather  less  than  six  cents  in 
our  money.  These  efforts  to  prevent  the  depreciation  of  assignats 
in  money,  were  accompanied  by  efforts  as  violent,  as  senseless, 
and  still  more  mischievous,  to  prevent  their  depreciation  in  com- 
modities. 

The  first  of  these  attempts  was  the  celebrated  maximum.  By 
that  law,  which  was  passed  in  May,  1793,  when  the  issue  of  as- 
signats was  not  one-tenth  of  the  amount  to  which  it  afterwards 
rose,  wheat  was  directed  to  be  sold  exclusively  in  open  market, 
at  a price  to  be  fixed  by  each  commune;  or,  as  we  should  say, 
by  the  town  council,  according  to  the  average  price  of  the  four 
months  of  January,  February,  March  and  April,  preceding  the  en- 
actment. 

As  that  price  was  even  then  grossly  inadequate,  and  became 
more  so  every  day,  the  markets  were,  of  course,  unsupplied. 
This  was  attributed  to  what  the  French  call  accaparemcniy  a word 
equivalent  to  the  old  English  common  law  crime  of  “ engrossing.” 
The  decree  which  made  accaparcmcnt  a crime,  defined  an  accapareur 
to  be  “one  who  withdraws  from  circulation  commodities  of  the 
first  necessity,  and  does  not  publicly  sell  them,”  and  it  defined 
commodities  of  the  first  necessity  to  be,  bread,  wine,  butcheis’ 
meat,  com,  flour,  leguminous  vegetables,  fruit,  charcoal,  wood,  but- 
ter, tallow,  hemp,  flax,  salt,  leather,  liquors,  salted  provisions,  cloth, 
wool,  and  all  clothing,  except  silk.  Every  dealer  was  bound  to 
make  periodical  declarations  of  his  stock,  which  the  commune 
were  to  verify  by  search;  and  each  commune  was  to  appoint  per- 
sons who  were  to  fix  such  prices  to  each  article  as  would  leave  a 
moderate  profit  to  the  dealer,  but  not  exceed  the  means  of  the 
people.  “ If,  however,”  added  the  decree,  “ the  cost  of  production 
be  such  as  to  leave  no  profit  to  the  dealer,  the  commodity  must 
still  be  sold  at  such  a price  as  the  purchaser  can  afford.  And 
any  violation  of  the  decree,  any  refusal  to  sell,  any  concealment 
of  stock,  or  even  the  being  accessory  to  any  such  violation,  was 
punished  by  death.  Of  course,  the  majority  of  the  shops  were 
shut,  and  in  those  which  continued  open,  only  the  worst  articles 
were  exposed  to  public  sale,  and  all  that  was  tolerable  was  re- 
served to  be  sold  in  secret  bargains,  to  those  who  still  retained 
the  means,  and  were  willing  to  incur  the  risk  of  becoming  pur- 
chasers, at  the  metallic  value.  The  convention  appear  to  have 
thought  that  the  inefficiency  of  the  law  arose  from  the  maximum 
having  been  imposed  on  the  finished  commodities  in  the  dealers 
hands,  leaving  the  charges  of  production  and  transport  unregu- 
lated. Commissioners  were  directed  to  be  appointed  in  every 
commune,  to  state  the  prime  cost  of  all  the  enumerated  commodi- 
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ties  at  the  place  of  production,  according  to  the  prices  of  1790, 
that  is,  according  to  metallic  prices,  which  were  not  one-tenth  of 
those  which  existed  at  the  time  of  the  decree.  To  this,  one-third 
was  to  be  added  (that  is  not  one- thirtieth  part  of  what  ought  to 
have  been  added),  to  compensate  for  the  subsequent  rise.  A sum 
was  then  to  be  fixed  for  the  expense  of  carriage  to  the  market; 
five  per  cent,  on  these  sums  was  to  be  added  for  the  profit  of 
the  wholesale  merchant,  and  ten  per  cent,  for  that  of  the  retail- 
ers; and  the  aggregate  of  these  sums  was  to  be  the  price  of  the 
commodity. 

To  diminish,  in  some  measure,  the  competition  of  purchasers, 
the  consumer  was  forbidden  to  purchase  from  any  one  but  the 
wholesale  dealer;  even  the  quantity  which  each  might  purchase 
was  defined.  The  grocer  was  forbidden  to  take  more  than 
twenty-five  pounds  of  sugar  at  once  from  the  sugar  merchant,  and 
the  seller  of  lemonade  more  than  ten ; and  the  authorities  gave  to 
each  intending  purchaser  a certificate,  specifying  the  amount  that 
he  might  purchase. 

As  the  French  subsisted  chiefly  on  bread,  the  bakers*  shops 
were  the  principal  subjects  of  legislation.  They  were  not  to  be 
entered  without  a certificate,  which,  at  the  same  time,  was  a test 
of  the  good  political  principles  of  the  bearer,  and  specified  the 
quantity  that  he  might  purchase.  A long  rope  was  extended  from 
the  counter  into  the  street,  which  the  file  of  candidates  for  pur- 
chase were  to  lay  hold  of,  in  order  to  insure  their  entering  the 
shop  in  fair  succession.  But  it  was  found  that  persons  spent 
whole  nights  in  the  street,  in  vain  attempts  to  make  their  en- 
trance. Sometimes,  the  rope  was  cut  through  wantonness  or  mal- 
ice, and  the  feeble  were  suffocated  or  trampled  to  death  in  the 
consequent  struggles.  The  disorder  became  more  frightful  when; 
is  a remedy,  it  was  decreed  that  the  last  comers  should  be  served 
first.  To  prevent  the  closing  of  the  stores,  every  person  who,  hav- 
ing been  a year  in  trade,  discontinued  or  diminished  his  business, 
was  declared  a suspected  person,  and  this,  when  suspicion  was 
imprisonment,  and  imprisonment  the  guillotine. 

At  length,  even  the  revolutionary  government  felt  the  impossi- 
bility of  using  fear  instead  of  hope,  as  the  motive  of  production 
and  exchange.  The  assignats  having  sunk  below  one  three- 
hundredth  part  of  their  nominal  value,  were  called  in,  the  Govern- 
ment offering  to  take  them  at  one  per  cent.,  in  payment  of  a 
forced  loan,  which,  in  violation  of  all  resemblance  to  honesty, 
was  imposed  in  money,  and  to  give  manddts,  a new  species  of 
paper  money,  in  exchange  for  them,  at  the  rate  of  three  per  cent. 

The  ultimate  result  was,  that  of  the  whole  sum  of  45,579  million 
francs  which  were  issued,  no  more  than  12,744  million  francs 
were,  in  some  way  or  other,  discharged;  *the  remaining 
32,835  million  francs,  having  a nominal  value  of  about 
$6,565,000,000,  nearly  three  times  the  amount  of  our  national 
debt,  remained  waste  paper  in  the  holders’  hands.  The  mandats 
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were  for  a nominal  value  of  2,400  million  francs,  or  about 
$480  ,000,000.  These  mandats  were  instruments  of  credit,  which 
directed  the  proper  officers  of  the  Government  to  put  the  bearers 
into  possession,  without  auction,  of  a definite  portion  of  the  con- 
fiscated estates.  Such,  however,  were  the  comparative  values  in 
money  of  the  property  and  the  mandats,  that  they  came  out  at  a 
discount,  and  gradually  sunk  to  less  than  one-seventieth  of  their 
nominal  value.  They  were  issued  on  the  9th  of  June,  1796,  and 
were  extinguished  partly  in  the  purchase  of  confiscated  property, 
and  partly  in  payment  of  taxes,  before  the  end  of  the  following 
September. 

We  need  not  dwell  longer  upon  the  details  of  this  celebrated 
experiment  of  Government  paper  money  which  was  attempted  by 
revolutionary  France  at  the  close  of  the  eighteenth  century.  We 
have  followed,  with  some  needful  modification,  the  sketch  given  of 
it  by  Mr.  Nassau  W.  M.  Senior  in  his  lectures  on  political  econ- 
omy. The  narrative  teaches  several  lessons  which  are  well  worthy 
to  be  remembered  by  us  just  now.  First,  it  shows  that  paper 
money  cannot  be  made  current  by  the  fiat  of  the  Government 
without  the  assent  of  the  masses  of  the  people,  to  keep  it  moving 
in  the  channels  of  trade.  When  the  assign&ts  were  first  emitted 
in  1790,  they  were  gladly  received  in  payment  at  par  with  coin, 
because  coin  was  scarce  and  the  want  of  circulating  medium  was 
severely  felt.  From  this  Eagerness  to  accept  the  assignats  rather 
than  from  any  specific  act  of  the  Government,  declaring  them  a 
legal  tender,  their  power  as  money  was  chiefly  derived.  This  is 
evident  from  the  fact  that  the  severest  declarations  on  the  part  of 
the  Government  were  unable  to  keep  the  notes  at  par  beyond  the 
moment  when  the  public  confidence  in  them  began  to  fail.  Sec- 
ondly, we  should  be  wholly  mistaken  if,  from  the  fact  just  noted, 
we  were  to  infer  that  the  Government  gave  no  support  whatever 
to  the  value  of  the  assignats.  On  the  contrary,  there  is  no  doubt 
that  the  final  disaster  would  have  occurred  years  before  it  was 
reached,  if  the  Government  had  not  sustained,  by  violent  efforts, 
the  sinking  credit  of  their  notes.  Thirdly,  it  has  been  declared, 
with  much  reason,  that  the  assignats  might  have  been  kept  at 
par  for  a considerable  period,  although  they  were  an  irredeemable 
currency,  if  they  had  been  issued  more  slowly,  and  if  their  amount 
had  been  limited  so  as  only  just  to  fill  up  the  place  of  the  coin 
which  was  disappearing  from  the  channels  of  the  circulation.  The 
recent  experience  of  the  Bank  of  France,  and  that  of  the  Bank  of 
England  in  1797,  are  appealed  to  in  confirmation  of  this  opinion. 
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THE  SPECIE  RESERVE  OF  THE  BANK  OF  FRANCE. 

Extract  from  M.  Wolowski’s  Official  Report  to  the 
National  Assembly. 

In  France  the  stock  of  precious  metals  is  rapidly  being  recon- 
stituted. Already  it  has  risen  almost  to  the  level  at  which  it  stood 
before  the  war.  The  indemnity  has  been  paid  by  funds  derived 
partly  from  the  excess  of  French  exports  of  merchandise  over  the 
imports,  partly  by  funds  derived  from  the  sale  of  foreign  securi- 
ties previously  held  in  France,  and  partly  by  the  absorption  of 
French  rentes  by  foreign  capitalists. 

The  import  movement  of  coin  during  the  last  few  years  gives 
ample  proof  that  the  indemnity  has  been  liquidated  in  the  method 
suggested.  We  also  find  evidence  pointing  in  the  same  direction 
in  the  report  furnished  by  the  Bank  of  England.  The  Bank  held 
in  December,  1871,  an  aggregate  of  French  coin  amounting  to 
£ 722, 895;  it  purchased  up  to  December,  1873,  an  aggregate  of 
/ 7*985,1 70.  Of  this  .sum,  the  Bank  sold  about  one-half,  or 
,£4,670,054.  The  balance  still  remaining  in  the  Bank  in  French 
gold  was  reported  on  the  25th  of  June,  1874,  at  ;£  3,303,1 16. 
In  other  words,  from  200  millions  of  francs  the  stocK  of  French 
gold  in  the  Bank  of  England  had  fallen  to  83  millions  of  francs. 

Turning  now  to  the  Bank  of  France,  we  find  that  the  metal- 
lic reserve  reached  its  highest  point  on  the  7th  of  April,  1870. 
Its  amount  was  1,307  millions  of  francs.  This  sum  was  reduced 
on  the  29th  of  June,  1871,  to  550  million  francs.  On  the  26th 
December,  1871,  it  rose  to  634  millions,  but  declined  on  the  30th 
January,  1872,  to  630  millions.  It  was,  on  the  13th  November, 
1873,  731  millions,  and  continued  to  increase  until  it  reached 
1,164  millions,  on  the  25th  January,  1874.  The  subjoined  table  is 
instructive  in  this  point  of  view,  as  it  shows  the  composition  of 
the  metallic  reserve  of  the  Bank  of  France,  with  the  proportion 
of  gold  and  silver  at  the  successive  periods  at  which  the  maxi- 
mum of  each  year  was  reached: 


Specie  Reserve  of  the  Bank  of  France. 


Maximum 

In  Geld. 

In  Silver. 

Total  in 

Total  iff 

qftke  Years. 

Francs. 

Francs. 

Francs. 

Dollars.  * 

1869 

*3  Dec... 

704,000,000  . 

. 501,000,000 

1,266,000,000  . 

. «53.aoo,ooo 

1871 

. . 25  Aug. . . 

591,000,000 

98,000,000 

691,000,000 

138,200,000 

187a 

18  Dec. . . 

657,000,000  . 

133,000,000 

792,000,000  . 

158,400,000 

1873 

..  5Iune.. 

690,000,000 

125,000,000 

820,000,000 

164,000,000 

2874 

..  31  Mar... 

729,000,000 

. 311,000,000 

1,040,000,000  . 

200,000,000 

1874 

..  17  June.. 

884,000,000 

. 318,000,000 

1,163,000,000 

232,600,000 

* We  add  this  column  to  show  the  aggregate  in  dollars  of  fire  francs  each. 

These  figures  offer  evidence  of  several  important  truths. 
Chiefly,  however,  they  show  that  the  swift  restoration  of  the  old 
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level  of  the  metallic  reserve,  taken  in  connection  with  the  favora- 
ble balance  of  the  bank,  preclude  us  from  blaming  as  rash  the 
proposed  policy  of  reducing  by  50  millions  of  francs  the  annual 
installment  of  200  millions  of  die  treasury  debt  payable  this  year 
to  the  bank.  In  the  present  crisis,  the  proposed  reduction  is  ex- 
pedient for  the  treasury,  and  not  inconvenient  to  the  bank.  The 
value  of  the  bank-note  can  be  in  no  way  compromised  in  the 
public  confidence  by  such  a policy,  for  all  the  notes  outstanding 
are  wanted  in  the  channels  of  the  circulation.  Neither  can  the 

resumption  of  specie  payments  be  in  any  way  retarded  by  the 

policy  here  proposed. 

We  translate  the  above  extract  of  the  report  of  Mr.  Wolowski, 
from  the  Journal  des  Economises y for  August.  In  the  Rarue  dts 
Deux  Mondes  appeared  recently  an  elaborate  essay  on  the  Bank  of 
France,  by  M.  Victor  Bonnet,  which  may  serve  to  explain  Mr.  Wol- 
owski’s  remarks  relative  to  the  depreciation  of  the  bank-note.  It 
will  be  remembered  that  M.  Wolowski’s  proposition  was  adopted 
with* some  modification.  The  essential  parts  of  M.  Bonnet’s  remarks 
about  the  bank-note  circulation  of  France,  we  summarize  as  fol- 
lows: they  are  not  only  useful  for  the  purpose  for  which  we  in- 

troduce them,  but  they  also  serve  to  illustrate  the  statements 
made  in  our  August  number.  M.  Bonnet  very  truly  remarks  that 
“ the  movements  of  the  paper-money  circulation  inflicted  on 
France  by  the  war,  are  destined  to  surprise  a multitude  of  peo- 
ple.” “There  is,”  he  says,  “in  those  movements,  a complete 
overturning  of  the  economic  and  financial  ideas  which  the  best 
authorities  had  endeavored  to  establish  in  the  previous  history  of 
monetary  science.  These  authorities  had  always  raised  their  warn- 
ing voice  against  paper  money  and  legal-tender  laws.  They  tell 
us  with  one  accord,  that  if  the  quantity  of  paper  money  be  not 
strictly  limited,  and  excessive  issues  prevented,  the  public  confi- 
dence will  fail,  and  depreciation  will  soon  follow.  In  apparent 
defiance  of  these  sound  principles,  we  find  that  in  the  midst  of 
the  war  troubles  of  France,  paper  money  to  the  amount  of  1,800 
millions  of  francs  was  issued,  and  has  been  kept  at  par  by  means 
of  a coin  reserve  of  600  million  francs,  or  33  per  cent.  This  pa- 
per money  never  for  a single  moment  lost  its  value,  or  fell  to  a 
discount  until  the  first  payments  were  made  to  Prussia.  At  that 
crisis,  the  premium  on  gold  rose  to  2^  per  cent.,  and,  strange  to 
say,  this  premium  fell  immediately  when  the  law  was  passed  to 
expand  the  circulation,  and  to  increase  the  issues  beyond  2,400 
million  francs,  which  was  the  limit  at  first  assigned  as  the  maxi- 
mum of  the  note  issues.  In  November,  1871,  these  issues  were 
2,300  millions,  and  the  depreciation  was  2j4  per  cent.  At  the 
end  of  January,  1872,  the  issues  were  2,450  millions,  and  the  de- 
preciation had  fallen  to  1 per  cent. 

“ At  length,  after  the  lapse  of  a certain  period,  when  new 
issues  had  been  authorized,  and  the  legal  limit  had  been  fixed  at 
3,200  millions,  the  premium  on  gold  was  merely  nominal,  and  no- 
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body  paid  any  attention  to  it,  except  those  concerned  in  the  for- 
eign exchanges.  The  singularity  of  this  was  the  more  noteworthy, 
because  these  large  emissions  of  notes  took  place  amidst  grave  in 
certitude.  For,  in  the  first  place,  France  was  paying  her  immense 
indemnity  to  the  Prussians,  and  was  seeking  in  every  possible 
way  to  augment  her  specie  resources;  and,  secondly,  she  seemed 
likely,  in  spite  oY  all  she  could  do,  to  lose  her  whole  aggregate 
of  coin  circulation.  Never  before  had  such  dangers  been  sur- 
mounted with  so  much  success. 

“In  England,  during  the  suspension  of  specie  payments  from 
1797  to  1819,  legal-tender  notes  were  issued  to  supply  the  place 
of  coin  which  had  disappeared.  The  limits  were  carefully  guarded, 
and  the  notes  never  exceeded  700  millions  of  francs.  Still,  in 
1810  the  depreciation  was  25  per  cent.,  and  it  did  not  wholly 
disappear  until  specie  payments  were  resumed.” 

M.  Bonnet  proceeds  to  inquire  how  it  is  possible  to  explain 
why  a similar  depreciation  has  not  attended  the  paper  money 
issues  of  France.  “ Has  financial  science  taken  a new  departure,” 
he  asks,  “to  show  us  that  we  have  been  wrong  in  our  fears  in 
regard  to  paper  money?  Are  we  about  to  learn  that  a new  era 
has  begun,  and  that  in  the  march  of  modern  ideas,  we  are  to  re- 
alize the  famous  ‘path  through  the  air,*  of  which  Adam  Smith 
and  David  Ricardo  tell  us  ? Are  we  to  achieve  the  power  to  cir- 
culate paper  money  with  no  metallic  basis  for  it  to  rest  upon  ?” 

In  reply  to  these  queries,  M.  Bonnet  shows  that  “in  financial 
science  there  is  nothing  new  and  nothing  contradictory.  Righdy 
understood,  the  preservation  of  the  French  currency  at  par,  not- 
withstanding the  immense  issues,  is  due  to  no  suspension  of  the 
well-known  laws  and  principles  which  regulate  the  value  of  paper 
money;  one  of  these  principles  is,  that  if  paper  money  be  issued 
in  excess  it  will  depreciate.  The  French  precedent  of  3 milliards 
of  bank-notes  proves  nothing  adverse  to  this  principle.  The  phe- 
nomenon is  in  perfect  harmony  with  the  broadest  teachings  of 
financial  science.  The  problem  is  almost  solved  when  we  con- 
sider that  3 milliards  of  coin  had  disappeared  from  circulation 
before  the  3 milliards  of  notes  were  put  out-  In  this  disap- 
pearance of  3 milliards  of  coin  prior  to  the  issue  of  the  3 mil- 
liards of  paper  which  took  its  place,  we  have  the  chief  factor  for 
the  solution.  Another  point  of  minor  relative  value,  but  still  of 
prodigious  importance,  is  the  large  coin  reserve  which  has  been 
accumulating  in  the  vaults  of  the  Bank  of  France.  Moreover,  we 
must  not  overlook  the  favorable  condition  of  the  foreign  ex- 
changes caused  by  the  exportation  of  securities  and  of  immense 
amounts  of  merchandise.  Had  France  not  recovered  her  com- 
mercial activity  so  soon  after  the  ferocious  carnival  of  the  Com- 
mune, and  had  not  foreign  capitalists  subscribed  so  freely  to  the 
French  war  loans,  the  financial  situation  would  have  been  much 
less  favorable,  and  the  dangers  would  have  been  immensely  mul- 
tiplied in  the  path  of  currency  depreciation.” 
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Such  are  the  main  arguments  .of  M.  Bonnet.  He  concludes  by 
urging  the  early  resumption  of  specie  payments.  But  neither  he 
nor  M.  Wolowski,  who  also  insists  on  resumption,  points  out  the 
method  by  which  2,000  millions  of  notes  can  be  paid  off  in  order 
to  make  room  for  an  equivalent  amount  of  coin,  which,  according 
to  Mr.  Bonnet,  might  be  expected  to  flow  back  into  the  current 
of  the  French  circulation  before  the  resumption  of  specie  payment 
can  be  finally  accomplished.  The  discussion  sets  in  a new  and 
interesting  light  several  facts  relative  to  paper  money  which  are 
not  generally  understood,  and  will  repay  investigation. 

Among  these  facts  a conspicuous  place  must  be  given  to  the 
resolute  refusal  of  the  French  economists  and  statesmen  to  advise 
the  immediate  resumption  of  specie  payments,  although  their 
paper-money  is  at  par.  In  this  hesitancy  and  caution,  the  men 
who  preside  over  the  finances  of  France  differ  very  much  from 
our  monetary  advisers  here.  Some  of  these  theorists  had  no 
scruple  when  gold  was  at  25  per  cent,  premium,  to  recommend 
immediate  resumption  as  not  only  possible,  but  wise  and  judicious. 
According  to  their  view,  an  act  of  Congress  was  all  that  was 
necessary  to  remove  every  impediment,  and  “ the  only  preparation 
for  resumption  is  to  resume.”  Soon  after  the  war  our  newspapers 
were  full  of  this  sort  of  specious  sophistry,  which  now  is  much 
less  frequently  met  with.  Still,  there  are  not  a few  persons  among 
us  who  are  of  opinion  that  it  would  be  perfectly  safe  and  expedient 
for  Congress  to  pass  a law  fixing  a very  early  day  for  resumption, 
although  our  paper-money  has  lately  received  an  important  addi- 
tion, and  gold  has  gone  to  eleven  per  cent,  premium. 

To  all  such  persons,  we  recommend  the  example  of  the  French 
monetary  men,  whose  success  in  accomplishing  the  greatest 
achievement  of  financial  statesmanship  recorded  in  history,  gives 
weight  to  their  opinion,  that  before  specie  payments  can  be  re- 
sumed much  preparation  is  necessary;  and  that  th£  preliminaries 
are  not  complete  when  gold  is  at  par,  but  that  in  a commercial 
country  much  more  requires  to  be  *done  before  specie  payments 
can  be  safely  or  successfully  resumed. 

To  this  it  may  be  replied,  that  all  that  can  further  be  needful 
to  make  the  path  to  resumption  easy,  is  a large  specie  reserve. 
But  even  this  preliminary  to  specie  payments,  indispensable  as  it 
is,  does  not  satisfy  the  minds  of  the  French  authorities.  They 
have  their  currency  at  par,  they  have  also  accumulated  an  im- 
mense reserve  of  coin,  with  a view  to  resumption,  but,  in  their 
opinion,  something  more  is  absolutely  needful  to  be  done,  and 
till  that  is  accomplished,  they  regard  as  an  impossibility  the  final 
step  of  advancing  to  specie  redemption.  What  that  last  preliminary 
is  which  they  deem  so  essential,  suggests  questions  which,  as  we 
have  seen,  France  is  anxiously  pondering,  and  the  expedients 
that  will  ultimately  be  contrived  for  solving  the  problem  remain 
at  present  doubtful. 
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THE  CREDIT  FONCIER  AND  LOANS  ON 
REAL  ESTATE. 

Every  day  reminds  us  of  the  necessity  which  has  been  so  long 
discussed,  of  making  loans  easier  of  access  to  our  farmers  and  other 
owners  of  real  estate.  This  difficulty  is  at  the  bottom  of  much  of 
the  greenback  agitation  at  the  West.  The  farmers  in  Illinois,  In- 
diana, and  Michigan  complain  that  they  are  forced  to  offer  10  or 
12  per  cent,  for  money,  and  often  of  late  years  they  would  have 
been  glad  to  pay  even  higher  rates,  but  they  were  unable  to  get 
loans  at  any  price. 

The  truth  is,  that  our  financial  system  is  defective  on  that  side 
of  it  which  has  to  do  with  long  loans  and  with  agricultural 
mortgages. 

We  propose  to  examine  the  causes  of  this  evil,  which,  we 
think,  is  not  only  susceptible  of  a cure,  but  demands  remedial 
treatment  without  delay.  Before  proceeding  to  discuss  the  reasons 
for  this  opinion,  it  may  be  well  to  pass  in  review  the  efforts 
of  other  nations  to  remedy  similar  defects. 

In  England,  we  can  derive  little  aid  from  the  examination  of 
the  mechanism  for  facilitating  loans  on  real  estate.  The  landed 
proprietors  of  England  are  a very  small  body,  and  the  accumu- 
lations of  money  are  so  large,  which  seek  investment  on  mort- 
gage, that  the  owner  of  real  estate  has  never  much  difficulty  to 
borrow  on  his  lands  or  houses,  at  very  low  rates,  and  for  as  long 
a term  of  years  as  he  wishes. 

On' the  continent  of  Europe,  a very  different  state  of  things  pre- 
sents itself.  First,  real  estate,  all  over  the  continent,  is  very  much 
subdivided.  Secondly,  the  owners  of  landed  property  are,  for  the 
most  part,  poor.  Thirdly,  they  have  access  to  no  such  ample 
reservoirs  of  floating  capital  as  exist  in  England.  The  conse- 
quence is,  that  many  years  of  suffering  have  stimulated  their  in- 
vention, and  have  given  birth  to  organized  systems  of  land-credit, 
intended  to  make  money  easy  of  access  to  every  land-owner  who 
has  a good  title  to  a valuable  piece  of  improved  real  estate. 
These  beneficent  organizations  very  early  received  the  name  of 
Credit  Foncier . 

Like  all  great  improvements  designed  to  correct  wide-spread 
evils,  the  Credit  Fonder  seems  to  have  come  into  existence  about 
the  same  time  in  distant  localities;  whether  with  or  without  mu- 
tual aid  we  are  not  able  to  say.  The  earliest  organizations  of 
this  sort  on  record  were  established  about  the  close  of  the  Seven 
Years’  War,  when  the  fanners  and  landed  proprietors  of  continental 
Europe  found  themselves  in  a state  of  inextricable  embarrassment. 

29 
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The  ruin  and  destruction  caused  by  the  war,  the  low  price  of 
corn,  and  the  general  distress  made  them  unable  to  meet  their 
engagements.  Interest  and  commission  rose  to  13  per  cent  They 
obtained  a respite  of  three  years  to  pay  their  debts.  To  alleviate 
the  distress  arising  out  of  this  state  of  matters,  a Berlin  merchant, 
named  Biiring,  established  a Credit  Foncier,  and  soon  afterward 
similar  organizations  were  found  in  operation  in  Germany,  Russia, 
Poland,  and,  with  some  conspicuous  advantages,  in  France. 

Proprietors  of  land  have  one  of  the  best  possible  securities  to 
offer,  and,  consequently,  they  ought  to  be  able,  on  easy  terms,  to 
borrow  money  on  mortgage.  Still,  in  every  country  such  transac- 
tions are  attended  with  many  inconveniences.  They  have  not 
only  expensive  formalities  to  undergo,  such  as  investigation  of 
title,  and  other  legal  preliminaries,  but  the  difficulties  and  expenses 
of  transfer  are  usually  very  great,  and  each  purchaser  has  to  un- 
dertake the  same  investigation  and  expense.  If  the  debtor  fails  to 
pay,  the  process  of  obtaining  redress,  or  possession  of  the  land,  is 
usually  troublesome  and  expensive.  The  consequence  of  all  these 
obstacles  is,  of  course,  to  raise  greatly  the  terms  on  which  money 
can  be  borrowed  on  mortgage. 

The  system  of  Government  Funds  suggested  to  Biiring  the  idea 
of  creating  a similar  species  of  land  stock.  The  Government 
could  usually  borrow  much  cheaper  than  the  landlords,  because 
the  title  was  sure  and  indisputable,  and  there  was  no  impediment 
to  the  negotiability'.  Biiring,  therefore,  conceived  the  idea  of  sub- 
stituting the  joint  guarantee  of  all  the  proprietors  for  that  of  indi- 
viduals, and  establishing  a central  office,  in  which  this  land  stock 
should  be  registered,  and  be  transferable,  and  the  dividends  paid 
exactly  in  the  same  way  as  the  public  funds.  The  credit,  therefore, 
of  the  Association,  was  always  interposed  between  the  lenders  and 
the  borrowers.  Those  who  bought  this  stock  looked  only  to  the 
Association  for  payment  of  their  dividends,  and  the  borrowers 
paid  all  interest,  etc.,  to  the  Association,  which  took  upon  itself 
all  questions  of  title  and  security.  The  whole  of  these  obligations 
were  turned  into  stock,  transferable,  in  all  respects,  like  the  public 
funds.  Such  is  the  general  design  of  these  associations.  It  is 
plain,  that  they  avoid  the  evil  of  creating  paper  money,  while 
they  greatly  facilitate  the  application  of  capital  to  the  land.  They, 
in  fact,  do  nothing  more  than  turn  mortgages  into  stock. 

There  are  different  methods  of  organizing  such  associations,  but 
we  may  say,  in  a general  way,  that  the  system  was  introduced 
into  Silesia  in  1770;  the  March  of  Brandenburg,  in  1771;  Pomera- 
nia, in  1781;  Hamburg,  in  1782;  West  Prussia,  in  1787;  East 
Prussia,  in  1788;  Luneburg,  in  1791;  Esthonia  and  Livonia,  in 
1803;  Schleswig-Holstein,  in  1811;  Mecklenburg,  in  1818;  Posen, 
in  1822;  Poland,  in  1825;  Kalenberg,  Grubenhagen,  and  Hildes- 
heim,  in  1826;  Wurtemberg,  in  1827;  Hesse-Cassel,  in  183*; 
Westphalia,  in  1835;  Gallicia,  in  1841;  Hanover,  in  1842;  and 
Saxony,  in  1844. 
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These  associations  are  divided  into  two  classes.  The  first  are 
private  associations,  and  these  again  are  divided  into  companies, 
founded  by  the  borrowers,  and  financial  companies,  founded  by 
the  lenders ; the  second  are  associations  founded  by  the  State,  or 
the  provincial  authorities. 

M.  VVolowski  has  published  a work  on  the  organization  of  the 
Credit  Mobilier,  to  which  we  must  refer  those  who  wish  to  know 
more  about  these  institutions.  We  will  briefly  mention  a few,  be- 
ginning with  one  of  the  oldest. 

The  Societe  de  Pomerania,  called  Landschaft,  or  Landschaft  Casse , 
was  founded  in  1 68 1,  by  an  advance  of  200,000  thalers  from  Fred- 
erick II.  The  Company  creates  negotiable  obligations  at  3^  per 
cent.,  for  100  thalers  and  upwards,  and  3^  per  cent.,  below,  pay- 
able half-yearly.  The  proprietor  pays  4 per  cent,  interest,  and  % 
per  cent  for  expenses  of  management.  The  holder  of  the  obliga- 
tions has,  as  security  for  their  payment,  the  entire  capital  of  the 
Company,  the  land  specially  mortgaged  for  them,  and  the  liability 
of  all  the  proprietors  of  the  circle,  and,  if  that  should  fail,  all  the 
proprietors  of  Pomerania.  There  is  no  priority  of  preference  among 
the  obligations.  The  holder  may  take  away  the  negotiability  of  the 
notes,  which  can  only  be  restored  by  a court.  The  holder  cannot 
demand  repayment,  but  the  Company  may  pay  off  their  bonds. 
These  bonds  can  only  be  issued  on  property  in  the  power  of  the 
Company.  The  head  office  of  the  Company  is  at  Stettin.  A royal 
commissioner  has  the  surveillance  of  its  operations,  and  presides 
at  the  general  meetings.  The  administration  consists  of  a director 
and  two  assistants.  There  are  four  departments  in  the  country, 
with  a director  at  their  head,  and  several  branches  to  each. 
These  branches  have  to  make  all  the  necessary  inquiries  concern- 
ing the  property  on  which  loans  are  to  be  advanced. 

The  borrowers  receive  the  Company’s  bonds  at  the  exchange  of 
die  day,  in  sums  of  200  or  1,000  thalers.  For  one-tenth  of  the 
fcan  they  may  have  100,  50,  and  25  thaler  notes.  They  may  pay 
cither  in  money  or  in  the  Company’s  bonds,  which  they  may  pur- 
chase from  the  public.  Overdue  coupons  are  also  received  as  ready 
money.  A debtor  may,  at  any  time,  pay  off  his  debt,  on  giving 
right  months’  notice  before  the  payment  of  the  coupons,  and  pay- 
ing a deposit  of  5 per  cent.  The  Company  may  also  redeem  its 
bonds,  on  giving  six  months’  notice.  In  1837,  its  bonds  in  cir- 
culation amounted  to  55,602,844  dollars,  and  they  were  above 
par.  Such  is  a general  outline  of  their  constitution.  The  various 
banks  in  different  countries  differ  in  some  of  their  details,  which 
would  occupy  too  much  space  if  we  were  to  undertake  the  need- 
less task  of  giving  a complete  account  of  them. 

These  institutions  have  had  the  most  remarkable  effects  in  pro- 
moting the  agriculture  of  the  countries  they  have  been  founded  in. 
Their  obligations  have  maintained,  through  all  crises — monetary, 
war,  and  revolutionary — a steadiness  of  value,  far  beyond  any 
other  public  securities  whatever,  either  government  or  commercial. 
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M.  Josseau  states,  that,  in  a population  of  27,827,990,  the  negotia- 
ble Lettres  de  Gage,  or  Pfandbriefe,  amount  to  about  540,423,158 
francs.  In  1848,  when  all  public  securities  fell  enormously,  owing 
to  the  revolution,  the  Pfandbriefe  kept  their  value  better  than  any- 
thing else..  The  Prussian  funds  fell  to  69,  the  shares  of  the  Bank 
of  Prussia  to  63,  and  the  Railroad  shares  30  to  90  per  cent, 
whereas  the  Land  Credit  bonds,  producing  3^  per  cent,  interest, 
in  Silesia  and  Pomerania,  stood  at  93,  in  West  Prussia,  at  83, 
and  in  East  Prussia,  at  96.  In  1850,  those  producing  4 per  cent 
were  at  102  in  Posen,  and  at  103  in  Mecklenburg.  In  1852  the 
institution  was  first  established  in  Paris,  which  has  since  bad 
such  a prosperous  history  as  the  Credit  Fonder  de  France.  Pub- 
lic opinion  for  many  years  had  been  agitated  by  various  schemes 
for  bringing  land  and  capital  into  more  satisfactory  relations  to 
each  other.  The  farmers  of  France  complained  that  agriculture 
was  depressed,  in  consequence  of  the  high  rates  exacted  for 
loans  on  mortgage.  Eight  per  cent,  was  the  usual  rate  charged 
on  first  mortgages,  and  it  was  contended  that  4 per  cent.,  on 
the  average,  was  an  ample  price  to  pay  for  the  hire  of  capital,  on 
property  so  permanent  and  exempt  from  risk  as  real  estate  in 
France.  This  argument  was  confirmed  by  reference  to  England, 
where  mortgages  range  from  4 to  5 per  cent.,  while  in  Germany, 
and  other  continental  countries,  the  rates  paid  by  landed  proprie- 
tors for  loans  on  mortgage  were  lower  still.  On  these  data,  it 

was  demonstrated  that  agriculture  in  France  was  oppressed  by 

heavy  burdens,  for  the  benefit  of  capitalists,  and  that  these  bur- 
dens could  be  lightened  and  brought  within  reasonable  limits,  if  a 
great  central  association  were  incorporated,  to  stand  between  bor- 
rowers and  lenders,  so  as  to  protect  the  farmers  on  the  one  side, 
and  on  the  other,  to  give  ample  security  to  the  capitalists.  M. 

Wolowski  was  one  of  the  earliest  advocates  of  this  proposed  lend- 

ing corporation,  and  for  many  years  he  labored,  with  small  success, 
to  enlighten  public  opinion  on  the  subject.  At  length,  on  the  28th 
March,  1852,  he  succeeded  in  obtaining  from  the  Government  a 
decree,  authorizing  31  capitalists  to  establish  a mortgage  associa- 
tion, under  the  title  of  the  Banque  Fonciere  de  Paris.  Its  capital 
was  25  million  francs.  On  the  10th  December,  1852,  this  Society 
was  authorized  to  extend  its  monopoly  of  mortgage  operations 
into  all  departments  of  France,  except  the  two  departments  in 
which  similar  institutions  already  existed.  About  the  same  time, 
the  capital  was  increased  to  60  million  francs,  and  the  name  of 
the  association  changed  to  that  of  Credit  Fancier  de  France.  One- 
half  of  the  capital  was  then  paid  up,  and,  in  1862,  the  remainder 
was  placed  in  the  reserve.  In  1869,  the  nominal  capital  was  fur- 
ther increased  to  90  million  francs,  of  which  45  millions  are  paid 
up,  and  constitute  the  active  working  capital. 

As  a further  means  of  raising  funds,  the  Credit  Fonder  raised  a 
loan  of  200  million  francs,  divided  into  200,000  bonds,  of  1,000 
francs  each,  redeemable  for  1,200  francs.  Each  bond  bore  inter- 
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est  at  the  rate  of  three  per  cent.,  or  30  francs  a year,  and  gave 
to  its  owner  a right  to  participate  in  the  quarterly  drawings  for 
redemption  at  1,200  francs  each. 

Besides  these  funds,  the  Credit  Foncier  of  France  had  10  mil- 
lions of  francs  from  the  Government,  as  a subvention.  From  this 
Government  grant,  it  is  easy  to  infer  that  the  next  step  would  be 
to  put  the  whole  institution  under  Government  control;  this  was 
not  accomplished  till  6th  July,  1854,  when  a decree  was  made, 
appointing  a governor  and  two  lieutenant-governors,  in  whose 
hands  was  virtually  placed  the  entire  control  of  the  institution. 

For  some  years  the  Credit  Foncief  was  not  allowed  to  lend 
except  on  real  estate  and  on  mortgage.  But,  in  1858,  these  priv- 
ileges were  extended.  Still,  excepting  two  or  three  Government 
loans,  the  Credit  Foncier  did  not  largely  avail  itself  of  this  doubt- 
fid  extension  of  its  original  purpose;  its  managers  preferred  to  lend 
money  on  mortgage  of  real  estate.  Since  its  establishment,  in 
1852,  the  Credit  Foncier  had  made  long  loans  to  do  the  aggre- 
gate amount  of  1,162  million  francs,  of  which  844  millions  were 
lent  in  12,153  loans  on  property  in  Paris. 

The  relative  magnitude  of  the  loans  compares  as  follows: 


Amount  and  Magnitude  of  the  Loans  of  the  Credit  Foncier. 


No.  0/ 

A mount  in 

Amount  in 

Value  0/  Loan*. 

Loans. 

Francs. 

Dollars. 

Loans  below 

10,000  francs, 

or  $2,000 

- M83 

30,669,278  . 

$6,133,855 

« *t 

50,000  “ 

10,000 

. 8,l6l 

215,708,245  . 

43,141,649 

« a 

100,000  “ 

20,000 

2,672 

204,337»634  - 

40,867,527 

U u 

500,000  “ 

100,000 

. 2,418 

492,65495*  * 

98,530,990 

U it 

1,000,000  “ 

200,000 

121 

05, 53°, 000  - 

17,106,000 

“ above 

1,000,000  “ 

200,000 

27 

124.680,000  . 

24936,000 

Totals... 

.. 

20,882  . 

1>153>S*°>,C>®  • 

$230,716,021 

One  of  the  chief  features  of  these  loans  is  the  repayment  by 
annual  instalments,  at  the  rate  of  to  per  cent,  a year. 
Thus,  by  a small  yearly  payment,  the  debts  are  paid  off  in  a few 
years.  The  length  of  time  allowed  for  this  amortisement  varies 
from  10  to  60  years. 

Relative  Duration  of  the  Loans  of  the  Credit  Foncier. 


A mount  in  A mount  in 

Time.  Number.  Francs.  Dollars. 

10  to  12  years 601  13,972,189  $2,704,438 

20  years  664  19,401,258  3,880,251 

21  to  30  years 1,258  . ...  37,537»0°I  7,5o7»4i6 

31  to  40  years 258  10,421,493  2,084,298 

41  to  49  years 1,746  148,413,949  29,682,790 

SO  years  I-M73  ---•  846,862,138  ....  169,372.4*8 

60  years  1,882  ....  85,972,000  ....  17,194,400 

Total 20,882  1,162,580,108  $232,516,021 
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As  to  the  proportion  of  city  and  country  property  selected  for 
its  loans,  the  following  table  gives  some  interesting  statistics: 

« 

Location  of  the  Property  Mortgaged. 


No.  of  Amount  in  Amount  in 

Loan s.  Francs.  Dollars. 

City  Property 15,875  ..  930,862,792  . . $186,172,558 

Country  Property. 4,666  ..  211,610,116  ..  42,322,023 

Mixed  Property 341  20,107,200  ..  4,02144 0 

Totals 20,882  ..  1,162,580,108  ..  $232,516,021 


From  these  tables,  we  see  how  unequally  the  mortgage  opera*, 
tions  of  the  Credit  Fonder  are  distributed  throughout  the  country. 
The  total  sum  of  the  real  estate  mortgages  of  every  kind  in  France 
is  estimated  from  10  to  12  milliards;  of  this  sum,  the  Credit  Fon- 
der seems  to  have  advanced  a notable  portion.  But  Paris  and 
its  suburbs  have  absorbed  two-thirds  of  the  aggregate.  If  we 
compare  the  city  mortgages  with  those  of  the  country,  we  find 
that  the  latter  amount  to  less  than  one-fifth  of  the  whole  In 
other  words,  the  Credit  Fonder  has  lent  four-fifths  of  all  its  funds 
on  city  property.  The  capital  and  aggregate  transactions  of  the 
institution,  since  its  establishment  in  1852,  are  reported  as  fol- 
lows : 


Capital  and  Operations  of  the  Credit  Foncier  de  France, 

1852-1873. 


[Five  ciphers  omitted  ; thus  13,0  = 13,000,000.] 

Total  of 


Total 

Long 

Loans 

Capital 

Operations. 

Loans. 

Repaid. 

1852 

I3»° 

0,8  

0,8 

— 

*853 

13,1 

26,0  

26,0 

22,1 

1854 

i3>2 

27,6  

27,6 

54.6 

!|55 

*3, 2 

12,6  

12,6 

72,2 

1856 

14*7 

8,5  .... 

8,5 

73.7 

*4,7 

14*9 

9,3  ---• 

38,0  

8,1 

3°,° 

82,0 

113,9 

>859 

15.0 

52,5  ---- 

264 

13S,7 

i860 

15,° 

156,1  

48,1 

219,2 

l86l 

15,0 

193,3  ---- 

87.3 

320,8 

1862 

.... 

21,1 

145,6  .... 

86,0 

404,7 

'PS 

26,5 

293,2  .... 

107,9 

516,8 

1864 

29>9 

297,0  

74,o 

624,7 

1865 

1866 

30,0 

337.6  .... 

96,8 

7?6.5 

30.0 

.... 

435.8  ---- 

112,8 

1,068,0 

1867 

1868 

30.0 

343.6 

87,2 

M964 

30.0 

354.8  .... 

89,7 

1,291,1 

I869 

45 »° 

336.7 

92,5 

1,302,3 

1870 

45»° 

279,0  .... 

5M 

22,8 

1,289,9 

1871 

45 »° 

165,0  .... 

1,3194 

1872 

45»° 

23M 

45,i  ' 

1, 3*4,3 

1873 

45*° 

208,2  

13,0 

1.204.5 
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I The  reduction  in  the  cost  of  loans  to  the  owners  of  real  estate, 

I which  has  been  effected  by  the  Credit  Foncier,  may  be  seen  in 

I the  subjoined  table  : 


Rate  of  Interest  on  the  Loans  of  the  Credit  Foncier. 


3.70  per  cent. . . 
4.25  per  cent... 
4.51  per  cent.  ) 
5 00  per  cent.  $ 


Amount  in 

Number.  Francs. 

290  ..  22,445,300 

212  ..  11,070,300 

20,380  ..  1,129,064,508 


Amount  in 
Dollars. 

$ 4489,060 
2,214,060 

225,812,90? 


Total 


20,882  ..  1,162,580,108 


$232,516,021  # 


These  statistics  show  how  notable  is  the  reduction  which  the 
Credit  Foncier  has  made  in  the  rates  for  loans  on  real  property  in 
France.  In  1850,  a government  report  was  published,  showing 
that  mortgages  in  France  commanded  about  the  same  rates  which 
they  now  bear  in  this  country,  namely,  from  7 to  12  per  cent. 
From  the  above  figures,  we  see  that  the  rate  of  interest  at  which 
the  Credit  Foncier  lends  its  funds  there  is  from  3.70  to  5 per  cent. 

Some  very  valuable  information  in  regard  to  the  organization 
and  benefits  of  such  institutions  as  we  are  examining  may  be 
found  in  the  treatise  of  M.  Wolowski  on  the  Credit  Foncier, 
which  is,  in  many  respects,  the  best  of  the  numerous  works  that 
have  appeared  on  the  subject.  With  much  logical  clearness,  and 
a formidable  array  of  facts,  he  demonstrates  the  fundamental  prin- 
ciples on  which  such  organizations  should  be  established.  Having 
thus  laid  a practical  foundation  for  his  theory  as  to  the  manage- 
ment of  the  Credit  Foncier,  he  shows  that,  in  the  progress  of  na- 
tions, there  are  dangers  of  irregular  growth  in  financial  institutions 
and  polity,  which  need  to  be  redressed  and  corrected  by  states- 
manship; just  as  in  the  human  body,  especially  during  its  earlier 
growth,  physiological  skill  is  able  to  correct  tendencies  to  one-sided 
development.  This  fruitful  principle  may  be  applied  to  explain 
some  irregularities  of  the  financial  and  industrial  organism  of  this 
country.  For  example,  it  has  been  pointed  out  that  while  some 
parts  of  our  monetary  machinery,  and  especially  our  banking  sys- 
tem, have  received  rapid  development  during  the  last  quarter  of  a 
century,  so  that  the  mercantile  classes  of  the  community  are 
abundantly  provided  with  financial  facilities,  there  are  other  im- 
portant classes  that  are  not  as  well  provided  for.  Among  these 
neglected  interests  of  the  country,  a prominent  place  has  been 
claimed  for  agriculture  and  real  estate.  Crude  attempts  have  been 
made  in  this  country  to  imitate  the  old  exploded  system  of  land 
hanks,  such  as  Dr.  Hugh  Chamberlayne  and  some  other  notable 
adventurers  attempted  formerly  in  Europe.  What  we  have  yet  to 
do,  is  to  follow  the  steps  of  that  progress  which  European  finance 
has  achieved,  in  the  creation  of  sound  and  trustworthy  systems, 
which  have  stood  the  test  of  experience,  and  have  shown  them- 
selves capable  of  successful  and  safe  operation. 
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OUR  FINANCIAL  SITUATION  AND  THE  REMEDY. 

By  Robert  Morris. 

Our  situation  financially,  which  means  economically,  is  not 
without  a parallel.  On  two  occasions,  emphatically,  we  have 
passed  through  the  same  experience  that  now  besets  us.  Those 
were  the  occasions  following  the  refusal  of  Congress  to  renew  the 
charter  of  the  first  Bank  of  the  United  States,  in  1811,  and  the 
veto  of  the  charter  of  the  second  Bank  of  the  United  States,  by 
President  Jackson,  in  1832.  A suspension  of  specie  payments  fol- 
lowed, in  both  cases,  with  a protracted  period  of  commercial  dis- 
tress, prostration  and  insolvency.  As  long  as  there  was  a National 
institution  to  restrain  the  multiplication  of  State  banks,  credit  was 
restrained.  As  soon  as  it  became  known  that  the  first  Bank  of 
the  United  States  was  not  to  be  rechartered,  a brood  of  State 
'banks  sprung  up,  and  swelled  the  volume  of  credit  beyond  all 
bounds  of  safety.  The  suspension  of  specie  payments  followed, 
with  years  of  embarrassment,  depression  and  insolvency.  To  cure 
this  state  of  things,  all  parties  in  Congress  united,  and  chartered 
the  second  Bank  of  the  United  States,  in  1816.  The  premium  on 
specie  disappeared  six  months  before  the  new  institution  began 
business,  and  specie  payments  were  restored  in  January,  1817. 
The  same  set  of  phenomena  recurred  after  the  veto  of  the  second 
National  Bank,  in  1832.  The  Secretary  of  the  Treasury  (Wood- 
bury) informed  Congress,  that  between  the  1st  of  January,  1836, 
and  the  1st  of  December  of  the  same  year,  no  new'  banks  were 
incorporated  with  an  aggregate  capital  of  60  million  dollars.  A 
corresponding  increase  of  credit  brought  on  the  panic  and  suspen- 
sion of  1837,  since  which  date  there  has  been  a succession  of 
crises,  intermitting  with  short  periods  of  commercial  quiet,  more 
from  debility  in  the  system  than  from  a condition  of  sound 
health. 

It  has  been  supposed  that  the  panic  of  1873  was  over.  But  if 
the  violence  of  the  storm  no  longer  rages,  its  effects  remain.  Of 
the  failures  which  are  reported,  from  time  to  time,  all  are  attrib-  . 
uted  to  the  lamed  condition  in  which  things  were  left  on  its  sub- 
sidence. Our  general  state  at  the  present  time,  is  one  of  unparal- 
leled depression  in  all  branches  of  trade  and  employment.  Under 
some  appearances  of  activity,  there  is  a prevalent  hopelessness, 
such  as  is  not  common  to  a transient  period  of  commercial  em- 
barrassment. Everything  indicates  a seriously  disordered  and  de- 
moralized condition  of  general  society.  If  the  truth  were  known, 
it  would  doubtless  appear  that  the  unusual  number  of  offenses 
against  property,  the  raids  of  masked . burglars  wandering  over  the 
country,  and  the  multiform  outrages  perpetrated  under  the  guise 
of  political  hatred  and  revenge  for  pretended  injuries,  are  more 
the  natural  fruit  of  idleness  and  despair,  than  of  deliberate  or 
wanton  wickedness. 
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In  this  deplorable  state  of  affairs,  all  thoughts  are  directed  to 
the  Government  at  Washington.  Whether  it  is  in  the  power  of 
the  Treasury  to  give  relief  to  the  masses  of  people,  by  any  change 
of  financial  policy,  is  a question  on  which  men  differ  widely. 
Those  who  are  prosperous  and  above  the  pinch  of  want  will  say, 
as  they  always  do,  that  the  personal  affairs  of  men  are  in  their 
own  hands.  But  true  as  this  may  be,  generally,  it  is  not  so  in 
the  present  crisis.  When  a financial  storm  overtakes  commerce,  it 
strikes  down  labor  in  the  mass.  'It  was  but  the  other  day  that  a 
large  locomotive  engine-building  establishment,  in  a near  city, 
went  to  the  wall,  and  900  men  were  thrown  out  of  wages  in  an 
hour.  What  are  those  men  to  do,  when  every  branch  of  employ- 
ment is  overfull  of  workmen  already  ? They  cannot  be  persuaded 
that  thorns  &re  figs,  or  stones  bread.  It  is  not  our  desire  to 
make  the  case  seem  more  distressing  than  it  is.  Those  who  deny 
that  the  great  body  of  society  is  this  day  sorely  “ under  the  har- 
row,” are  the  well-clad,  well-fed,  well-housed  few,  who  have  only 
to  draw  a bank-check,  and  to  luxuriate  at  ease.  The  Vanderbilts, 
the  {Stewarts,  the  Jay  Goulds,  the  salaried  officials  of  rich  institu- 
tions— there  is  no  iron  to  come  home  to  these,  as  it  comes  home 
to  the  900  men  at  Paterson,  and  to  the  mass  of  all  below  that 
special  class  of  Fortune’s  heirs. 

While  it  may  be  impossible,  as  the  writer  believes  it  to  be,  for 
the  Government  to  do  any  thing  for  the  immediate  relief  of  the 
country,  it  is  not  impossible  to  set  measures  at  work,  which  shall 
make  the  future  seem  less  dark  than  it  is,  less  hopeless, — we  may 
say,  less  threatening.  The  late  election,  which  was  much  less  of 
a political  than  a social  phenomenon,  was  the  direct  result  of  the 
failure  of  the  Republican  party  to  meet  the  economical  emergen- 
cies of  the  country.  They  err  greatly  who  regard  it  as  brought 
about  by  the  fact  that  a few  bad  men  were  allowed  to  lead  Con- 
gress, or  by  the  “ third  term  ” fiction.  These  were  mere  provoca- 
tives. If  the  party  had  governed  for  the  country,  and  not  for 
itself — if  it  had  shown  ability  to  deal  with  the  great  concerns  of 
National  life,  those  accidents  would  have  been  powerless  to  shake 
its  stability.  Whether  the  new  men  can  do  better,  is  in  the  fu- 
ture. We  are  not  disposed  to  put  even  a bad  prognosis  in  their 
way. 

Now,  the  question  comes  up,  what  is  to  be  done?  Is  our  ex- 
perience worth  nothing?  Are  we,  as  a people,  so  vain  as  to  de- 
ceive ourselves  with  the  notion  that  we  can  dig  truth  out  of  the 
natural  soil  under  our  feet,  instead  of  reaping  it  from  the  field  of 
history  and  experience  ? We  know  very  well  that  there  are  peo- 
ple who  will  hammer  a senseless  dogma  against  all  truth,  and 
consider  that  every  argument  is  answered  by  its  loud  and  repeated 
utterance.  If  we  show,  by  official  records,  that  a National  Bank 
is  better  suited  to  meet  all  the  .fiscal  emergencies  ot  the  State,  and 
all  the  exigencies  of  commerce,  than  an  indefinite  number  of  small 
and  rival  institutions,  they  will  not  reason  on  the  merits  of  the 
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case,  but  they  will  disinter  the  bigotries,  prejudices,  and  political 
passions  of  forty  years  ago,  and  bang  them  in  our  face,  with  a 
noisy  asseveration,  that  “We  can  never  have  another  National 
Bank.”  And  that  is  all  the  answer  they  have  to  give.  It  is  not 
to  the  purpose  to  say  that  errors,  and  even  frauds  (if  you  will), 
were  perpetrated  by  our  two  National  Banks.  So  there  are  errors 
and  frauds  in  the  Christian  Church.  The  fact  is  demonstrable,  be- 
yond all  dispute;  that  an  institution  with  a large  capital,  such  as 
either  Bank  of  the  United  States*  had,  may  restrain  credit  from  ex- 
cess, while  small  banks,  with  rival  interests,  competing  to  make 
large  dividends,  have,  naturally  and  inevitably,  the  effect  to  expand 
credit,  to  swell  the  volume  of  paper  circulation,  and  to  encourage 
every  kind  of  reckless  adventure.  This  is  the  great  lesson  that 
the  people  of  the  United  States  have  now  to  leai*n.  From  the 
year  1820  to  1830,  but  22  new  banks  went  into  operation,  with 
an  aggregate  capital  of  16  million  dollars.  As  soon  as  it  became 
evident  that  the  Bank  of  the  United  States  was  to  go  out  of  ex- 
istence, a furore  for  new  banks  sprung  up,  and  in  the  seven  yean 
following  304  were  created,  with  a capital  of  145  million  dollars, 
and  a paper  circulation  of  near  one  hundred  million.  The  inevi- 
table result  was,  specie  suspension x universal  distress  in  commerce, 
prostration  of  all  industries,  and  the  same  kind  of  social  anarchy 
and  demoralization,  as  exists  in  the  present  day. 

The  first  step  towards  a remedy  for  our  present  difficulties,  is 
not,  as  the  conservative  part  of  the  people  demand,  a return  to 
specie  payments . There  is  nothing  in  any  specific  action  to  that 
end  that  can  rouse  the  energies  of  the  country,  restore  labor  to 
activity,  and  set  us  on  the  high  road  to  prosperity.  Let  us  not 
mistake  an  ulterior  accident  ot  a commercial  condition,  for  the 
direct  object  that  is  to  produce  the  accident.  That  object  is,  the 
credit  of  the  country.  Our  general  credit  has,  for  many  years, 
been  on  the  track  of  enlargement,  while  the  due  proportion  of  sup- 
port for  it  has  been  wanting.  The  proof  of  this  fact,  which  has 
controlled  everything,  is,  the  almost  continuous  and  chronic  state 
of  crisis  that  has  prevailed,  in  all  those  years  in  which  there  has 
been  no  National  institution  to  act  as  the  fiscal  agent  of  the  Gov- 
ernment, and  to  save  the  revenues  from  being  abstracted  from  the 
general  business  of  the  country.  I repeat  this  astounding  fact, 
that  the  credit  of  the  country  (not  of  the  Government)  has  always 
labored  under  a deficient  support.  Nothing  could  save  us  from 
the  logical  effect — a chronic  tendency  to  crisis,  a swing  from  bet- 
ter to  worse,  and  from  worse  to  better.  Even  in  the  forty  yeais 
of  the  National  Bank  regime,  commercial  credit  has  been,  co- 
ordinately  with  the  reign  of  the  Democratic  party,  an  object  of 
political  attack.  The  institution  of  the  Independent  Treasury , was 
the  cap-stone  of  hostility  to  credit,  in  the  shape  of  banks.  It  was 
the  legal  establishment  of  the  doctrine  of  separation  of  the  reve- 
nues of  the  Government  from  their  proper  office  of  cultivating  the 
sources  of  revenue,  and  thus  reducing  the  taxes  of  the  people. 
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There  is  now  no  practicable  way  to  get  back  to  specie  pay- 
ments, but  by  the  him  shoring  up  of  our  vast  superstructure  of 
credit.  No  man  of  sense  wants  to  see  that  credit  overtopple  and 
fell,  as  it  surely  will  if  not  provided  with  a permanent  support, 
proportionate  with  the  great  spread  of  its  superstructure.  To  this 
end,  I shall  endeavor  to  show,  in  a subsequent  paper,  that  a Bank 
of  the  United  States,  with  the  capital  constituted  by  the  consoli- 
dation of  the  capitals  of  a large  proportion  of  th6  banks  composing 
tfoe  National  system,  is  the  only  practical  and  practicable  plan  for 
the  stabilitation  of  our  commercial  credit,  whence  specie  pay- 
ments and  a general  and  swift  revival  of  our  economic  industries 
will  follow, 

“As  night  the  day.” 


CURRENCY  AND  SPECIE. 

To  the  Editor  of  the  Banker* s Magazine: 

The  currency  plan,  entitled  “A  Short  Road  to  Specie  Payments,” 
which  was  published  in  your  September  number,  has  naturally  at- 
tracted much  attention  from  bankers,  coming  as  it  does  from  the 
president  of  one  of  the  leading  banks  of  the  country.  It  seems 
almost  incredible  that  any  financier  would  advocate,  as  he  does, 
the  establishment  of  a system  for  the  direct  issue  of  currency  by 
the  Government,  whether  such  currency  be  redeemable  or  irre- 
deemable in  specie.  After  such  an  example  no  plan  that  might 
be  offered  should  appear  preposterous,  and  the  writer,  therefore, 
ventures  to  suggest  the  following: 

First.  Let  the  National  Bank  note  be  made  legal  tender  for  all 
debts  between  individuals,  but  itself  only  redeemable  in  money  of 
the  United  States  (gold  or  greenbacks)  at  the  counter  of  the  issu- 
ing bank  or  at  that  .of  a central  redemption  agency  in  New  York. 

Second.  Require  the  banks  to  keep  with  this  central  agency  a 
deposit  in  U.  S.  notes  or  specie,  equivalent  to  ten  per  cent,  of 
their  circulation.  The  redemption  agency  to  be  a clearing-house, 
created  for  this  sole  purpose,  and  under  the  control  of  the  Gov- 
ernment. 

Third.  To  encourage  investments  in  the  business  of  banking,  let 
Congress  prohibit  the  taxation  of  bank  shares,  and  enact  that  the 
capital  of  chartered  banks  shall  not  be  taxed  at  any  higher  rate 
than  that  of  individual  bankers. 

Under  this  arrangement,  specie  payments  could  be  resumed  with 
entire  safety  to  all  interests  in  the  only  way  in  which  it  can  ever 
be  accomplished,  viz.,  by  the  retirement  of  United  States  notes. 
This  might  be  at  once  effected  by  funding  the  latter  at  their  face 
value  into  a bond  now  worth  par  in  specie;  or,  instead  of  this, 
there  might  be  adopted  some  graduated  plan  of  withdrawal. 

To  prevent  panics,  the  right  to  re-issue  notes  might  be  given  to 
the  Government,  the  emergency  to  be  determined  by  certain 
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events,  and  not  at  the  will  of  an  administration.  For  instance,  as 
the  banks  would  derive  all  the  profits  of  circulation,  they  might 
be  made  to  bear  the  penalty  of  specie  suspension,  by  being  re- 
quired to  surrender  to  the  Government  bonds  deposited  as  secu- 
rity for  their  notes,  upon  the  payment  of  those  notes  by  the  Gov- 
ernment, through  the  central  agency.  Under  this  arrangement  no 
bank  would  fail  to  keep  good  its  reserve,  unless  absolutely  forced 
to  do  so  by  such  a condition  of  our  foreign  exchanges  as  would 
really  justify  suspension  and  the  re-issue  of  U.  S.  notes. 

A four  per  cent,  bond  might  be  used  for  this  currency,  and  the 
rate  of  circulation  reduced  to,  say  80  cents.  In  fact,  the  plan 
would  admit  of  many  modifications  in  detail,  without  destroying 
the  general  system  and  purpose. 

It  will  be  noticed  that  the  legal-tender  feature  of  the  National 
Bank  note  would  be  somewhat  similar  to  that  of  the  Bank  of 
England  note;  but  the  limit  of  issue  would  only  be  restricted  by 
the  deposit  of  money  at  the  central  agency,  and  of  bonds  at  the 
Treasury  Department. 

* H.  W.  Y. 

Omaha,  Neb.,  November,  1874. 


THE  DRAIN  OF  GOLD  FROM  THE  BANK  OF 

ENGLAND. 

The  drain  of  gold  from  the  Bank  of  England  is  causing  some 
anxiety.  We,  therefore,  compare  the  relative  amounts  of  gold  held 
by  the  chief  banks  of  Europe.  These  particulars  are  given  below. 

Com  and 

Bank  0/  Capital.  Deposits.  Loans.  Circulation.  Bullion. 

England.. . . $72,765,000 . 123,532,700 . 240,572,030  . 177,971,200 . 106,706,405 

France 36,500,000  . 71,180,446 . 378,710,200  . 512430497 . 253,710,859 

Prussia  ....  14,400  . 34,231,480 . 142,254,616  . 202,260,096  . 153,76b*0®0 

Belgium....  6,000,000.  12,940,000.  53460,000.  60,285,000.  21,925,000 

Austria *51,000,000 84,270,000  . 150,445,000  . 71,645,000 

Total...  $180,665,000 . 241,887,626 . 379,266,846  .1,103,391,793 . 607,753*344 

* Estimated. 

There  is  little  reason  for  the  complaint  in  Europe  as  "to  the 
failing  supply  of  the  precious  metals.  From  this  country  alone 
the  yield  of  the  last  quarter  of  a century  was  $1,588,644,934.  Of 
this  sum  California  produced  1,094,919,098  dollars*  nearly  all  of 
which  was  in  gold.  Nevada  has  produced  221,402,412  dollars  in 
gold  and  silver,  but  chiefly  the  latter.  Utah  has  produced 

$18,527,537.  Montana  has  added  $119,308,147,  and  Idaho 
$57,249,197.  Colorado  has  already  reached  about  $30,000,000. 
Oregon  and  Washington  Territory  have  together  produced 
$25,504,250.  British  Columbia  has  contributed  about  $9,000,000. 
The  increase  of  last  year  was  about  fourteen  per  cent.,  the  total 
yield  being  $80,287,436,  against  $70,236,914  in  1872. 
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DEFAULTING  RAILROADS  AND  THEIR  LESSONS. 

So  many  conflicting  statements  have  been  made  in  the  news- 
papers as  to  the  aggregate  of  railroad  bonds  which  have  defaulted 
on  their  interest,  and  a disposition  has  been  shown,  in  some  quar- 
ters, both  at  home  and  abroad,  to  deduce  such  grossly  inaccurate 
inferences  from  these  troubles,  that  we  have  deemed  it  proper  to 
make  a thorough  examination  of  the  whole  of  the  reported  de- 
faults, and  we  present  in  this  article  a part  of  the  statistics  which 
we  have  collected.  They  will  be  found  to  differ  in  some  important 
particulars  from  the  tables  elsewhere  published.  We  have  spared 
neither  labor  nor  expense  in  the  hope  of  making  our  figures  ap- 
proach, as  nearly  as  possible,  to  precise  accuracy.  We  find  that, 
on  the  whole,  there  are  no  less  than  1 1 5 railroads  whose  securities 
have  been  tainted  by  default.  The  amount  of  the  principal  of 
these  bonds  is  $ 525,294,867  against  390  millions  a year  ago.  It 
thus  appears  that  during  the  past  year  the  list  of  defaulting  bonds 
has  been  increased  by  135  millions.  On  the  other  hand,  17  of 
these  railroads  have  resumed  payment,  or  are  otherwise  recon- 
structed under  arrangements  with  their  creditors.  The  aggregate 
of  these  reconstructed  bonds  is  $ 98,350,995.  Subtracting  these 
reconstructed  bonds  from  the  total  above  given,  we  find  that  the 
sum  of  the  bonds  at  present  in  default  is  reduced  to  $ 426,943,872. 
Next  spring  it  is  expected  that  several  important  additions  will  be 
made  to  the  reconstructed  list.  The  negotiations  for  that  object 
are  pending  with  a promising  prospect  of  success. 

History  repeats  itself  in  railroad  development  as  well  as  in 
other  departments  of  modem  progress.  In  the  defaults  which  we 
are  investigating,  we  find,  on  a smaller  scale,  the  counterpart  of 
the  railroad  troubles  of  England  twenty-seven  years  ago.  Thomas 
Tooke,  in  his  History  of  Prices,  gives  a sketch  of  the  railway 
expansion  prior  to  the  panic  of  1847 ; and  his  statements  read 
almost  like  a history  of  our  own  disastrous  achievements  in  more 
recent  fields  of  railway  enterprise.  Three  points  of  similarity  sug- 
gest themselves,  when  we  compare  our  late  railroad  panic  with 
that  of  Great  Britain,  just  referred  to.  First,  both  of  those  con- 
vulsions were  severely  and  widely  felt,  but  their  influence  was 
confined  to  a limited  circle  of  railroad  investments;  and  mercan- 
tile credits  did  not  suffer,  except  indirectly  and  as  a consequence 
of  the  cessation  of  the  demand  for  railroad  iron  and  for  other 
necessaries  of  the  work  of  railway  construction.  Secondly,  the 
great  depression  of  certain  kinds  of  railroad  property  caused  im- 
mense amounts  of  capital  to  disappear  and  become  latent ; but 
the  pressure  of  the  panic  had  scarcely  passed  off,  before  values 
began  to  recover,  and  the  latent  capital  which  had  been  sunk 
and  submerged  in  the  panic  soon  began  to  appear  again,  and  be- 
come once  more  available.  Thirdly,  both  the  Americai.  and  ihe 
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English  panics  arrested  railway  building  for  a time,  ^nd  put  an 
end  to  much  rash  speculation,  causing  a more  conservative  spirit 
to  preside  over  the  subsequent  course  of  railway  extension.  This 
at  least  was  the  experience  of  England  *a  quarter  of  a century 
ago,  and  there  are  not  a few  indications  that  it  will  repeat  itself 
here. 

Before  we  proceed  to  our  statistics  of  the  defaulting  railroads, 
it  may  be  of  service  to  make  a brief  survey  of  the  general  char- 
acter of  the  investments  offered  by  the  railroad  securities  of  this 
country.  In  Poores  Manual  the  aggregate  cost  of  our  railroad 
network  is  set  down  at  3,784  millions  of  dollars.  Of  thi£  sum 
1,947  millions  of  dollars- are  shares,  and  1,837  millions  are  bonds. 
On  these  bonds  7 per  cent,  interest  would  require  net  earnings  to 
the  amount  of  $128,583,311  a year.  The  actual  net  earnings  are 

reported  at  $ 183,810,562.  Hence  we  see  that  the  railroads  of 

this  country  earn  enough  to  pay  7 per  cent,  on  all  their  funded 

and  floating  debt,  and  a large  surplus  besides.  This  surplus, 
available  for  dividends  to  the  shareholders,  amounts  to  $53,227,251 
per  annum.  The  subjoined  table  shows  how  these  aggregates  are 
reported  in  the  railroad  network  of  the  different  sections  of  the 

country  : 

Aggregate  Funded  Debt  and  Net  Earnings  of 
United  States  Railroads. 


Total  Required  A mount  left 

Railroad  bonds  and  to  pay  Actual  for  dividends 

network  in  debt . 7 per  cent.  net  earnings.  on  ska  res. 

New  England  States  $122,224,449  ..  $8,555,711  . $15,061,777  . $6,506,066 

Middle  States 477D99,°7o  33»4°3>934  --  69,280,585  ..  35,876,651 

Western  States 883,794,823  ..  62,265,627  ..  72,464,212  ..  10,198.575 

Southern  States 280,846,999  ..  19,659,289  ..  18,145,349  ..  1,513.94° 

Pacific  States 102,839,109  ..  7,198,247  ..  8,858,639  ..  1,660.392 


Total $1,836,904,450  $128,583,311  $183,810,562  $53,227,251 


Notwithstanding  all  that  the  traducers  of  our  securities  can  say 
to  their  disparagement,  it  is  fully  proved,  that  the  actual  earn-, 
ings  of  the  past,  and  the  prospective  development  of  the  fu- 
ture, combine  to  give  a broad  basis  of  credit  to  American  rail- 
road bonds.  In  answer  to  the  calumnious  aspersions  that 
have  been  so  frequent  of  late,  we  need  only  reply,  that  the 
railroad  net- work  of  the  United  States,  after  paying  all  operating 
expenses,  earns  a net  income  sufficient  to  pay  7 per  cent,  on  its 
whole  debt,  and  has  still  in  hand  53  millions  to  be  divided 
among  the  shareholders.  This  is  equal  to  about  2^  per  cent, 
per  annum  on  the  par  value  of  the  shares.  With  these  facts  be- 
fore us,  and  remembering  that  our  railroad  system  is  at  present 
in  its  infancy,  we  may  easily  demonstrate  that  railroad  investments 
in  every  part  of  this  country,  except  in  some  of  the  Southern  and 
Western  States,  offer  present  and  prospective  attractions  to  capital 
which  can  scarcely  be  surpassed  in  any  other  country.  To  illus- 
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trate  this  point  still  further,  we  have  compiled  from  Poor's  Manual 
the  following  table  of  the  total  cost  and  net  earnings  of  our 
railroads  at  the  end  of  1871,  1872  and  1873: 

Cost  and  Earnings  of  Railroads,  1871  to  1873. 


New  England  State* . 

Middle  States 

Western  States 

Southern  States. 

Pacific  States 

Aggregate. 


Maine 

New  Hampshire 

Vermont 

Massachusetts 

Rhode  Island 

Connecticut ..... 

New  England  States. 

New  York 

New  Jersey 

ftansyl  vaoia.* 

Delaware 

Maryland  and  D.  C . . 
West  Virginia 

Middle  States. 

Ohio 

Michigan 

Indiana 

Illinois 

Wisconsin 

Minnesota. 

Iowa. 

Kansas. 

Nebraska 

Missouri 

Dakota  Territory 

Utah  Territory 

Colorado  Territory 

Western  States 


Virginia. ........ 

North  Carolina. . , 
South  Carolina.. , 

Ceorsna 

Florida. 

Alabama 


Mississippi. 

1-ouisiana 

Texas. 

Kentucky.. 
Tennessee . 
Arkansas. . 


Summary  of  the  Aggregates. 

, Total  Cost. \ Net  Earnings. 

1873.  187a.  1871.  1873.  187a.  1871. 

$$$$$$ 

*63,697, 778  . 230, 609.704  187,953,084  .15,061,777  14.436,481  .12,866,745 

1,126,702.107 . 922,700,774  . 822,153,566  .69,280,585  .39,527,0*8  .51,362,489 
1,730.728,234  1,472,625,232  1,225,551,544  .72.464.212  .67,317,083  .56,207  409 
509,324,106  401,913,267  293,178,261  .18,145,349  .16,455.490  .12,815.095 

154.090,809  . 131,573,990  . 136,491,109  . 8,858,639  . 8,018,271  . 5.021,252 


3.784.543.034  3»i59.4*3.057  2,664,627,645  183,810,562  165,754.373  141,746,404 

Details  of  each  State. 

38,195,948  . 40.225,043  . 32,143,619  1,388,855  1,024,088  . 1,168,869 

13,781,413 . 14,664,619  . 13,512,987  . 1,166,274 . 1,126.482  . 868,423 

24,291.930.  22.189,946.  17,872,459.  1.463,634.  1,379,148.  507,736 

124,195,246  . 104,263,908  . 73,780,06 1 . 6,926,958  o 592,225  . 7,080,068 

5,168,782  3,652,828  . 3.537-9*8  . 424,371  • 453.370  431,852 

58,054  458  . 45,613,450  . 46,406,030  . 3,691,685  . 3.861,168  . 2,809,797 


263,697  778  • 230.609.704  187,253.084  15,061,777  .14,436,481  .12,866,745 

441,887,961  . 360204,135  . 333,664,851  23,782,428  .20,195,103  .14.429,595 

151,388,606  . 127,910,590  . 125,021,615  9,008,513  . 7,470,285  . 9,869,137 

471,169,794  . 384,781,258  . 318,134,112  .30,523,322  26,371,637  .22,887,218 

3,8i9i479  2.893,39°  • 2103,941.  187,894.  137.987-  114.796 

58,295  517  . 46,911,392  . 43,229,047  5.756.550  5-354,036  4,061,770 

140,750  . 21,878  . 


1,126,702,107  . 922,700,774  . 822,153,566  .69,280,585  59.527,048  -51,362,489 

393,622,054  . 339,601,802  . 312,065,555  .18.469,608  .18,071,692  .16,271,828 

111,373.671  • 88,408,617  46,358,363  3,950,624  . 4,465,655  • 2,876,450 

193,541,002  . 187,120,590  . 141,875,506  6,036,572  . 7,206,161  . 6,167,246 

358,218,046  . 248012,916  . 235,656,086  .20,869,330  .17,208,737  .15,121,228 

88,149,382  . 69,921,644  . 50,252,563  . 4,538  432  2,613.386  . 2,863,965 

94,992,253  • 71,247,347  • 46, 558, 43*  • 809,842  662,343  . 576,580 

84,174,1x5  . 96,205,289  . 79,969,242  2,370,735  • 3.896,483  • 1,106,170 

131,802,443  . 117.965,946  . 95,132,905  . 4,123,438  3,381.68*  . 1,952,371 

115,3x1,976  . 104,963,209  . 102,355,962  5,612,050  . 4.294,760  . 3,931,115 

132,146,492  . 131,874,072  111,472,002  4,322,604  . 4,649.5x6  . 4,238,639 

1,000,000  . 80,086  . 

7.575.QOO  2,490,000  . 766.358  206,358 

18,821,800  . 14,813,800  . 5,854,928  . 528,983  . 246,390  . 201,817 


1,730,728,2341,472,625,2321,225,551,544  .72,464,212  .67,317,083  .56,207,409 

97.753.153  • 78.331,399  • 62,169,610  . 2,763,294  . a.359,732  . 2,028,258 

35,425,096  . 26,824.118  . 25,419,468  . 1,3x2,062  . 929,156  . 1,011,279 

30,307,216  . 25,964,266  . 22,237,393  . 1,376,318  . 1,205,525  . 1,214,432 

41,143,172  . 36,639,326  . 30,663,020  . 2,267,472  . 2,267,630  . 2,618,958 

7,142,000  . 669,621  . 170,000  . 35.357  

61,001,839  . 62,156,450  . 24,401,599  . 1,155,811  . x,  132,387  . 646.043 

42,434,194  . 36,1x3,336  . 26,976,335  . 1 936,050  . 2,063,515  . 1,001,931 

34,440,020  . 30,387,636  . 27,600.000  . 1.083,260  . 1,030,845  404,685 

44,608,864  . 18,666,013  . 18,619,160  . 2,565,436  . 2,038,642  . 1,382,335 

53»a,°»579  • 4°»i4I»774  • 36,096,420  . 2,010,795  1,990,626  . 1,365,371 

24,966,565  . 37,847,920  . 18,995,247  . 1,138,393  • 1. 3=4.708  - 1,131,803 

36,901,408  . 8,781,408  . 345,258  . 77.367  


Southern  States. 509,324,106  . 401,913,267  . 293,178,261  -18,145,349  .16,455  490  .12,815.095 

California 154,090,809  . 131,573,990  . 136,491,190  . 8,858,639  . 8,018,271  5,021,252 


These  aggregates  show  that  the  net  earnings  of  our  railroad 
system  have  increased  42  millions  in  two  years,  and  that  these 
increased  earnings  have  involved  an  outlay  of  capital  to  the 
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amount  of  1,120  millions  of  dollars.  This  rapid  absorption  of  cap- 
ital for  new  railroads  is  universally  recognized  as  one  of  the  chief 
causes  of  our  last  panic.  Still,  a large  proportion  of  the  default- 
ing roads  have  been  built  with  foreign  capital,  as  is  proved  by  the 
fact  that  of  the  390  millions  of  American  railroad  bonds  now 
owned  abroad,  148  millions  are  in  default.  In  other  words,  our 
railroad  crisis  has  been  made  worse,  and  its  danger  multiplied,  by 
the  credulity  and  recklessness  with  which  foreign  bankers  have 
floated  speculative  railroads  which  Wall  street  refused  as  worthless. 

It  has  been  well  said  that  the  existing  depression  of  the  railroad 
interest,  which  causes  so  much  foreboding,  offers  a stimulus  for 
present  exertion  and  an  inspiration  of  future  confidence.  Had  the 
panic  been  deferred  for  a year  or  two,  its  sweep  must  have  been 
much  more  terrific.  Like  an  avalanche,  it  would  have  carried 
destruction  through  the  whole  region  of  our  commerce  and  trade, 
but,  coming  as  it  did,  it  struck  but  the  extreme  edge  of  the  finan- 
cial field.  It  gave  timely  warning.  It  left  the  vital  parts  unin- 
jured, and  its  ravages  are  being  swiftly  repaired.  The  estimate  is 
that  of  the  1,491  millions  which  our  railroads  had  cost  in  i860, 
less  than  200  millions  was  foreign  capital;  while  during  the  last 
ten  years,  on  the  average,  100  millions  of  dollars  a year  have 
been  so  invested.  Our  leading  bankers  express  the  opinion  that 
this  influx  of  foreign  capital  into  our  railroads  is  organizing  itself 
in  new  forms,  and  is  creating  a mechanism  which  will  give  more 
of  safety  to  the  movements  of  capital  this  way,  so  as  to  get  rid  of 
impediments  by  which  those  movements  have  been  repelled  and 
retarded.  Another  point  is,  that  the  new  foreign  capital  which  is 
making  preparation  to  invest  itself  here  will  be  very  discriminating, 
and  will  be  guided  by  a cautious  principle  of  intelligent  selection 
which  will  exclude  from  its  benefits  most  of  the  new  railroads, 
and  will  prefer  such  enterprises  as  have  an  established  reputation 
and  a well-developed  traffic.  This  would  leave  the  new  railroad 
schemes  to  depend,  as  they  should,  on  capital  subscribed  in  this 
country. 

In  the  subjoined  list  a number  of  schemes  figure  for  millions 
which  would  never  in  this  country  have  been  able  to  attract  from 
legitimate  investors  a single  dollar  on  their  own  merits.  An  inter- 
esting episode  in  the  financial  history  of  our  railroads  might  be 
written  on  the  ingenious  expedients  by  which  a host  of  adven- 
turers have  contrived  during  the  last  few  years  to  obtain  such 
vast  amounts  of  capital  from  confiding  investors  here  and  abroad. 
It  is  well  that  their  mischievous  efforts  have  been  so  soon  termi- 
nated, and  that  the  whole  sum  of  the  defaulting  bonds  amounts 
to  no  more  than  427  millions.  The  details  of  these  defaults  are 
subjoined,  and  for  the  reasons  we  have  mentioned,  their  aggregate 
amount  is  likely  soon  to  receive  a notable  decrease. 
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Railroads  in  Default,  December,  1874. 

V In  the  fifth  column  the  letters  N.  Y,  show  that  the  bonds  and  interest  are  payable  at 
New  York;  A.,  at  London  and  Amslerdan;  B.,  at  Boston;  C.,  at  Philadelphia;  D.(  at  New 
York  and  London;  E.,  at  New  York.  London,  and  Frankfort;  F.,  at  New  York  and  Boston; 
G.f  at  New  York  and  Philadelphia;  H.,  at  London;  I.,  at  Amsterdam. 


Length  Principal  of  Rate 
in  Bonds  per 

Miles,  outstanding,  cent. 

81  $1,600,000  . 8 


Date  0/ 

Where  Hirst 

Payable,  Default 

N.  Y.  . July,  1873 


Same  and  Description. 

Alabama  Central : 

1st  mortgage 

Alabama  & Chattanooga ; 

1st  mortgage,  gold,  guar,  by  Ala.  296  . 


o O ' o T O J 

M mortage,  not  guaranteed 14 

Arkansas  Central : 


Atchison  f Nebraska: 

1st  mortgage 150  . 

Atlanta  & Richmond  Air- Line : 

1st  mortgage 180  . 

Atchison,  Topeka  & Santa  Fe : 

1st  mortgage (a)  470  . 


Wichita  branch,  1st  mort’ge  guar.  27  . 
Atchison,  Topeka  & Santa  Fe  ; 

Land  grant  bonds 

Atlantic  & Great  Western : 

1st  mortgage 

2d  mortgage 

Atlantic,  Mississippi  & Ohio: 

Various  issues 

Atlantic  & Pacific : 

1st  mortgage  land  grant. . . . 

2d  mortgage 

Interest  scrip 

1st  mortgage  Central  Division . . . 

Boston,  H.&  Erie,  now N.Y.&  N.  E. 
($5,000,000  guar,  by  Erie)  : 

Berdell  mortgage 

Burlington  & South- Western  : 

1st  mortgage,  coupon  or  registered  105  . 
Burlington,  Cedar  Rapids  & Minnesota : 

1st  mortgage,  gold,sinking  fund(e)  229  . 
1st  mortgage,  gold,  Mil.  Division  — . 


Canada  Southern : 

1st  mortgage 291  . 

Cairo  & St.  Louis  : 

1st  mortgage {/)  150  . 

Cairo  & Vincennes : 

1st  mortgage,  gold 156  . 

California  Pacific : 


5,220,000  . 
2,673,000 . 

!*: 

. N.Y. 
. N.Y. 

00  00 

720,000  . 

8e- 

A. 

. Jan., 

1874 

3,750,000 . 

8 

B. 

. Sept., 

1873 

4,248,000  . 

8 

, N.Y. 

* Jan., 

1874 

7,041,000  . 

7 g- 

. N.Y. 

. Jan., 

1874 

412,000  . 

7g. 

. N.Y. 

. Jan., 

1874 

3,398,500 . 

7g- 

. N.Y. 

. April, 

£ 

00 

1. 800.000  - 8 . B.  . Nov.,  1873 

5.400.000  . 7 g.  . N.  Y.  . Nov.,  1873 

2.200.000.  7 g.  . N.  Y.  . Feb.,  1874 

9.000. 000.  7 g.  . N.Y.  .Jan.,  1874 

2.500.000  .7  . — . April,  1874 

3.500.000  . 7 g - D.  . April,  1874 


605  . 15,165,200  . 7 g.  . — . July,  1874 

— . 8,707,200  . 7 g.  . — . Sept.,  1874 

(b)  — . 4.849,100.6,7,8.  N.Y.  .Jan.,  1874 

(r)  — . 2,945,500.  6 g.  . N.Y.  .Jan.,  1874 

— . 3,000,000  . 6 g.  . N.  Y.  . Jan.,  1874 

— . 1,718,438.  6 g.  . N.Y.  .Jan.,  1874 

— . 1,200,000  . 6 g.  . N.  Y.  . May,  1874 


(</)  139.  20,000,000.  7 .N.Y.  - July,  1869 


Extension  mortgage 14 1 . 

Income  bonds — . 

Cayuga  Lake : 

1st  mortgage  (g)  40. 

2d  mortgage — . 

Central  of  Iowa : 

1st  mortgage,  gold,  coupon 231  . 

2d  mortgage,  gold....: V. — . 

Chesapeake  & Ohio : 

1st  mortgage. sink ing  fund, gold( A)  — . 

Other  bonds,  various  issues — . 

Chester  & Tamaroa  (111.) 41. 


3.500.000.  — .N.Y.  - July,  1874 

1.000. 000. . — . — 

800.000  . 7 g.  . C.  . Jan.,  1874 

400.000  . — — 

3.700.000.  7 g.  . N.Y.  - July,  1873 

925.000  . 7 g.  . N.Y.  . April,  1873 

12,364,900  . 6 g.  . — - Nov.,  1873 

7,012,557.  7 . — -Jan.,  1874 

660.000  . 7 g.  . — - — 1872 


30 
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Rate 

per  Where 
cent.  Payable. 

■7*.  N.Y. 


,500, ocx)  .8  B.  - Dec.,  1873 


. Oct.,  1873 
. Oct.,  1873 


2,500,000 

592,000 


- 7g- 

- 7g- 


N.Y. 

N.Y. 


4,350,000  .8  . B.  . Dec.,  1873 


Jy,  1873 
. Nov.,  1873 
. Sept.,  1873 


»r  . - ....  Length  Principal 0/ 

Name  and  Description.  £ Bonds 

Chicago  & Canada  Southern : Miles,  outstanding. 

1st  mortgage,  gold — . 2,500,000 

Chicago,  Clinton  & Dubuque : 

1st  mortgage 60  . 

Chicago,  Danville  & Vincennes : 

1st  mortgage,  main  line 114  . 

1st  mortgage,  Indiana  extension.  32  . 

Chicago,  Dubuque  & Minnesota: 

1st  mortgage 13 1 . 

Chicago  & Michigan  Lake  Shore  : 

1st  mortgage 195  . 3,500,000  . 8 

1st  mortgage 195  . 1,350,000  . 8 

1st  mortgage,  on  branch 52  . 1,300,000  . 8 

Chicago  & South  Western  : 

1st  mortgage,  gold,  not  guaranteed  50  . 1,000,000  . 7 g. 

Cleveland,  Mt.  Vernon  & Delaware : 

1st  mortgage,  gold 145  . 2,300,000  . 7 g. 

Columbus,  Chicago  & Indiana  Central : 

2d  mortgage 587  . 5,000,000  . 7 

Danville,  Urbana,  Bloomington  & Pekin  : 

1st  mortgage 117  . 2,000,000.  7 g.  . N.Y. 

Davenport  & St.  Paul 157  . 3,140,000  . 7 g.  . E. 

Des  Moines  Valley : 

1st  mort.,  Keokuk  to  Des  M.  (t).  162  . 2,310,000 

1st  mortgage  on  85  m.  and  466,000 
acres,  aud  2d  mortgage  on  162  m.  85  . 4,690,000 

Detroit,  Eel  River  & Illinois  : 

1st  mortgage 83  . 1,826,000 

Detroit,  Hillsdale  & Indiana: 

1st  mortgage 65  . 1,170,000 

2d  mortgage 65.  300,000 

Detroit  & Milwaukee : 

1st  mortgage (/)  190  2,500,000 

2d  mortgage — . 1 ,000,000 

2d  series  of  funded  coupon  bonds  — - 377,1 15 

Oakland  & Ottawa,  sterling  loan.  — - 150,866 

Oakland  & Ottawa,  dollar  loan. . . — - 51,000 

1st  series  of  funded  coupon  bonds  — . 628,525 

Bonds  of  June  30,  1866 — . 1,702,316 

Dutchess  & Columbia  : • 

1st  mortgage 58.  2,500,000.  7 

Florida  Railroad : 

1st  mortgage,  gold,  convert 154  . 2,300,000  . 7 g. 

Fort  Wayne,  Jackson  & Saginaw  : 

1st  mortgage 100  . 1,500,000.  8 .N.Y. 

2d  mortgage — . 500,000  .8  .N.Y. 

Fort  Wayne,  Muncie  & Cincinnati : 

1st  mortgage,  gold 109  . 

2d  mortgage — . 

Frederick  & Pennsylvania : 

1st  mortgage 27. 

Gilman,  Clinton  & Springfield  : 

1st  mortgage,  gold no  . 

2d  mortgage,  gold — . 

Indiana  & Illinois  Central : 

1st  mortgage 241  . 

Indianapolis,  Bloomington  & Western  : 

1 si  mortgage,  gold — . 3,000,000 

2d  mortgage — . 1,500,000 

Extension  1st  mortgage,  gold — . 3,123,000 


Date  of 
Pint 
Default 

. Oct.,  1873 


. 8 

. 8 

. 8 

. 8 

. 8 


. B. 

. B. 

. B. 

. N.Y. 

. N.Y. 

. N.Y. 


N.Y. 

N.Y. 

N.Y. 

N.  Y. 
N.  Y. 


J 


. N Y. 
- N.Y. 
.7  .N.Y. 

. 6 g.  . D. 
.7  .N.Y. 

• 7 - — 

. 6*7.  — 


N.  Y. 
D. 


1,800,000 

500,000 


:Ig- 

150,000  6 g. 


2.000. 000 

1.000. 000 


* 7g- 

. 8 g. 


B. 

B. 

Balt. 

D. 


. June,  1873 

.July,  1874 

. Aug.,  1874 

. Oct.,  1874 
. Jan.,  1874 

. Oct.,  1871 

. Oct.,  1871 

. Jan.,  1874 

. June,  1873 
-July*  i873 

. Nov.,  1873 
. Nov.,  1873 
. Nov.,  1873 
Nov.,  1873 
. Nov.,  1875 
. Jan.,  1874 
. Jan.,  1874 

.July,  1871 

- July,  1873 

. Jan.,  1874 
. April,  1874 

. Oct.,  1872 
. Oct.,  1872 

.Oct..  1873 

. M'rch,i874 
.Jan.,  1874 


1,955,000  . 7 g.  . D.  . Jan.,  1874 


: l* 


N.  Y. 
N.Y. 
. 7 e--  N.Y. 


. Oct.,  1874 
. July,  1874 
.July,  1874 
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Length  Principal  of  Rat*  Date  of 

in  Bonds  per  Where  First 

Miles,  outstanding,  cent.  Payable.  Default 


Name  and  Description. 

International  & Great  Northern  : 
Convertible  mortgage 

Jacksonville,  Pensacola  8c  Mobile  : 250  . 
ersey  City  & Albany : 

1st  mortgage,  Rockland  Centre . . — . 

1st  mortgage,  Ridgefield  Park. ..  12  . 

Kansas  City,St.  Joseph  8c  Council  Bluffs : 
St.  Jo.  8c  Coun.  Bl.,  1st  mortgage  — . 

H 1st  mortgage,  convertible  — . 
K.  C.,  St.  Jo.  & C.  B.,  Con.  mort.  — . 

“ New  consolidated  mortgage  — . 
Missouri  Valley,  1st  m.,  7 per  ct.  — . 
* 1st  mortgage,  gold  ..  — . 

Kansas  Pacific  : 

1st  mortgage,  land  grant,  3,000,000  * 

acres 245  . 

1st  mortgage  from  140  miles — . 

1st  mort.,  coup.  Leavenworth  br.  — . 
band  bonds  on  2,000,000  acres . . — . 


Other  issues — . 

Kent  County : 

1st  mortgage 34. 

Lake  Erie  & Louisville  : 

1st  and  2d  mortgages 50  . 

Lake  Shore  8c  Tuscarawas  Valley  : 

2d  mortgage  for  $ 1,000,000 — . 

Lake  Superior  & Mississippi : 

1st  mortgage,  land  grant ; . . . 156  . 

Leavenworth,  Lawrence  & Galveston : 

1st  mortgage,  land  grant  conv. . . 145  . 
Kansas  City&  Santa  Fe,  1st  m g.  — . 
Southern  Kansas,  1st  mortgage..  — . 
Little  Rock  & Fort  Smith : 

1st  mortgage,  gold 150. 

Land  grant  sinking  fund  bonds. . — . 

Little  Rock,  Pine  Bluff  & N.  Orleans  70  . 
Logansport,  Crawfordsville  & S.  W.  : 
tst  mortgage,  gold 92  . 


Louisville,  Cincinnati  8c  Lexington  : 

Various  bonds 193  . 

Louisville,  New  Albany  8c  St.  Louis : 

1st  mortgage 30  . 

Louisville,  Paducah  8c  So.  Western : 


1st  mortgage  on  br.  to  Louisville  — . 
tacon  & Brunswick : 

1st  mort.,  State  indors.  bonds  . . . 197  . 
2d  mortgage  — . 


1st  mortgage 5°* 

Memphis  & Little  Rock : 

1st  mortgage,  land  grant ( k ) 131  . 


1st  mortgage 56  • 

Milwaukee,  Lake  Shore  & Western : 

1st  mortgage,  gold 125  . 

Mississippi,  Oucbita  & Red  River..  35  . 


3,150,000  . 8 . 

N.  Y. 

- Aug.,  1874 

4,000,000  . 8 

N.  Y. 

. July,  1873 

250,000  . 7 





250,000  . 7 

N.  Y. 

■ Nov.,  1873 

1400,000.10 

F. 

. Sept,  1873 

539,500  . 8 . 

887,000  . 8 

F. 
N.  Y. 

Dec.,  1873 
Sept.,  1873 

947,000  . 8 

B. 

. Aug.,  1873 

1,500,000  . 7 

— 

. Aug.,  1873 

1,000,000  . 7 g.  . 

Aug.,  1873 

6,455,000 . 7 g. . 

N.  Y. 

. Nov.,  1873 

4,063,000  . 6 g.  . 

N.  Y. 

. Dec.,  1873 

600,000  . 7 

N.  Y. 

. Nov.,  1873 

L75  L75°-  7K-  - 

N.  Y. 

.Jan.,  1874 

8,261,000  . 6&7- 

N.  Y. 

. Feb.,  1874 

400,000  . 6 

— 

Jan.,  1874 

890,000  . 7 

N.  Y. 

1874 

300,000  . 7 

— 

-Jan.,  1874 

4,500,000  - 7 g.  . 

G. 

.Jan.,  1874 

5,000,000  .10 

N.  Y. 

EE 

00  00 

720,000 . 10 

B. 

160,000  . 8 

B. 

— 

3,500,000  . 6 g.  . 

B. 

• — 1872 

3,780,000  . 7 . 

B. 

- — I872 

750,000  . 7 g.  . 

N.  Y. 

- — X872 

1,500,000  . 8 g.  . 

N.  Y. 

. Nov.,  1873 

500,000  . 8 

N.  Y. 

.Jan.,  1874 

4,055,000 .6,  7,8. 

N.  Y. 

. Jan.,  1874 

780,000  . 7 g.  . 

N.Y. 

- — 1873 

3,000,000  . 8 

N.  Y. 

. Sept.,  1874 

900,000  . 7 g.  . 

N.Y. 

— 

2,550,000  . 7 

N.Y. 

* “ >»73 

1,100,000  . 7 

N.Y. 

. Oct.,  1871 

150,000 .7.  . 

N.Y. 

Oct.,  1871 

500,000  . 7 

N.  Y. 

•July,  1873 

1,300,000  . 8 

N.Y. 

. Nov.,  1872 

1,000,000  . — . 

N.  Y. 

— 

880,000  . 8 

N.Y. 

. Jan.,  1873 

3,500,000  . 7 g-  - 

N.Y. 

. Dec.,  1873 

500,000  . 7 g-  - 

N.  Y. 

— 
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Name  and  Description.  ^*iif** 

Missouri,  Kansas  & Texas : Miles. 

1st  mortgage,  on  road  and  land  . . 182  . 
1st  mort.,  gold  (Tebo  & Neosho)  100  . 

Consolidated  mortgage 269  . 

Missouri  River,  Fort  Scott  & Gulf : 

1st  mortgage,  land  grant 161  . 

2d  mortgage — . 

Mobile  & Alabama  Grand  Trunk  : 

1st  mortgage,  indorsed (1) 

Mobile  & Montgomery : 

1st  mortgage,  gold,  indors.  by  Ala. 

2d  mortgage,  not  indorsed 

Montclair  (of New  Jersey) : 

1st  mortgage,  gold,  guaranteed.. 

2d  mortgage 

Monticello  & Port  Jervis  : 

1st  mortgage 

Montgomery  & Eufaula : 

1st  mortgage,  endorsed  by  Ala.. 

2d  mortgage,  not  endorsed 


2d  mortgage 

New  Jersey  Midland : 

1st  mortgage,  gold,  guaranteed.. 

2d  mortgage,  currency 

New  Jersey  Southern : 

1st  mortgage 

2d  mortgage 

Maryland  & Delaware,  1st  mort. 
1st  mortgage  (Toms  River  br.).. 
New  Orleans,  Mobile  & Texas: 

1st  mortgage,  both  divisions 

New  York,  Boston  & Montreal : 

1st  mortgage,  gold 

New  York,  Kingston  & Syracuse  : 

1st  mortgage 

New  York  & Oswego  Midland  : 

1st  mortgage 

2d  mortgage 

3d  mortgage,  or  equipment  bonds 

Western  Extension 

Northern  Pacific : 

1st  mortgage,  land  grant 

Oil  Creek  & Allegheny  River: 


Peninsular  (Mich.) : 

1st  mortgage,  gold ( m 

Peoria  & Rock  Island  : 

1st  mortgage 

Petersburg  bonds 

Philadelphia  & Baltimore  Central : 


ist  mortgage,  Turtle  Creek  Div. 


Principal  0/ 
Bonds 

outstanding . 

3.200.000 
350,000 

13,504,400 

5,000,000 

1.947.000 


Rate 

cent. 

- 6g. 

- 7g- 
• 7g- 

.10 

.10 


Where 

Payable. 

. N.Y.  , 
. N.Y. 

. N.Y. 

. N.Y. 

. B. 


Date  of 
First 
Default. 

Jan.,  1874 
Dec.,  1873 
Feb.,  1874 

Jan.,  1874 
. Oct.,  1873 


25  * 

880,000  . 

8g.  . 

N.  Y. 

■ J“iy. 

186. 

2,500,000  . 

8 g.  . 

N.  Y. 

May, 

— . 

1,000,000  . 

8 . 

N.Y. 

— 



1,800,000  . 

7 g*  - 

N.Y. 

. Sept , 

— . 

. 780,000  . 

7 - 

N.Y. 

- July. 

28 . 

500,000  . 

7 g* 

N.Y. 

April, 

80. 

1,280,000  . 

8 g.  . 

N.Y. 

. Mar, 

— . 

530,000  . 

8 . 

N.  Y. 

. Mar., 

52- 

3,000,000  . 

7 • 

N.Y. 

. Nov., 

880,000  . 

7 

N.  Y. 

. Jan., 

74. 

3,000,000  . 

7g-  - 

N.Y. 

. Jan., 

— . 

1,500,000  . 

7 • 

N.  Y. 

. Jan., 

78. 

2,120,000  . 

7 

N.Y. 

. Nov., 

1,000,000  . 

7 

N.  Y. 

. Sept., 

54. 

850,000  . 

6 

N.  Y. 

. May, 

— - 

120,000  . 

6 

N.  Y. 

~ 

227 . 

11,250,000  . 

8 

N.  Y. 

. Jan., 

350. 

6,250,000  . 

6g.  . 

D. 

. Aug., 

75- 

2,250,000  . 

7 g-  • 

N.  Y. 

. Jan., 

334 

8,000,000  . 

7 g-  - 

N.Y. 

* 

— . 

4,000,000  . 

7 - 

N.Y. 

. Nov., 

— . 

3,800,000  . 

7 - 

N.  Y. 

. Oct., 

— - 

2,425,000  . 

7 

— 

. ■ 

550  - 

30,000,000  . 

7-3°  • 

G. 

. Jan., 

95  - 

1,100,000  . 

7 

C. 

. May, 

200  . 

10,950,000  . 

7 g*  - 

N.  Y. 

. Oct., 

205  . 

2,779,000  . 

7g.  - 

N.Y. 

. May, 

is 

1,500,000  . 
840,000  . 

D. 

N.Y. 

. Aug., 

- July. 

36. 

800,000  . 

7 

C. 

— 

36  - 

400,000  . 

7 

C. 

— 

10  . 

300,000  . 

6 

c. 

149. 

4,000,000  . 

7 

Balt. 

• July- 

149. 

5,000,000  . 

6 

Balt. 

- July. 

10  . 

400,000  . 

6 . 

— 

-July.  ' 
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Name  and  Description.  ^in^ 

Port  Huron  & Lake  Michigan  : Miles.  < 

1st  mortgage (m)  90  . 

Port  Royal : 

1st  mortgage,  not  guaranteed 1 12  . 

Poughkeepsie  & Eastern : 

1st  mortgage 42  . 

3d  mortgage 42  . 

Rockford,  Rock  Island  & St.  Louis  : 

1st  mortgage,  gold. 281  . 

St.  Joseph  & Denver  City: 

1st  mortgage,  gol<J,  Eastern  Div.  112  . 
istmort.,  West.  Div.,  land  grant  1 1 7 - 
St  Louis,  Lawrence  & Denver  : 

1st  mortgage,  gold — . 

St  Louis  k St  Joseph : 

1st  mortgage,  gold («)  76  . 

St.  Lotris  k South- Eastern : 

1st  mortgage,  gold,  convertible  ( o ) 210  . 
Evan.,  fiend.  & Nash.  1st  mort..  98  - 

Consolidated  mortgage,  gold — . 

St.  Paul  Sc,  Pacific  : 

1st  mortgage,  west  or  main  line. . 150  . 
2d  mort., west  or  main,  land  grant.  207  . 

3d  mortgage  and  land  grant 80  . 

Branch,  1st  mortgage — . 

3d  mort  on  80  m.  & 1 st  307, 200  A.  — . 
1st  mortgage,  St.  Paul  & Pacific.  370  . 
Smnnah  & Memphis : 


Principal  0/  Rate 
Bonds  per  l 

outstanding,  cent.  P 

1.800.000  . 7 

1.500.000  . 7 g.  . 

800.000  . 7 

500.000  . 7 

9,000,000  . 7 g.  . 

1.500.000  . 8 g.  . 

5.500.000  . 8 g.  . 


— . 1,020,000  . 6 g.  . 

.(»)  76.  1,000,000.  6 g.  . 


3,250,000  . 7 g. 

1.000. 000  . 7 

2.000. 000  . 7 g. 

3.000. 000 . 7 g. 

6.000. 000  . 7 g. 

3.000. 000  . 7 
120,000  . 8 

1.000. 000  . 7 
15,000,000  . 7 g. 


1st  mortgage  (indors.  by  Ala. ) (p)  — . 
Savannah  & Charleston : 

Various  issues (w)  101  . 

Selma  & Gulf : 

1st  mortgage,  guaranteed  by  Ala.  40 
Selma,  Marion  & Memphis  : 

1st  mortgage,  indorsed  by  Alabama  50 
Selma,  Rome  & Dalton : 

1st  mortgage 100 

2d  mort.(  Alabama  & Tenn.  River)  — 

General  mortgage — 

Equipment  bonds  — 

Sheboygan  & Fond  du  Lac  : 

1st  mortgage (?)  45 

1st  mortgage,  extension — 

Southern  Minnesota : 

1st  mortgage  > land  grant,  ...  170 
2d  mortgage  > 1,792,000  acres. ..  — 

South  Side  of  Long  Island  : 

2d  and  extension  mortgages  . . (s)  57 

Springfield  & Illinois  South-Eastern  : 

1st  mortgage,  gold (/)  228 

2d  mortgage,  gold 228 

Stockton  « Copperopolis : 

1st  mortgage,  gold 30 

Sullivan  & Erie : 

1st  mortgage,  convertible (r)  29 

Syracuse  Northern : 

1st  and  2d  mortgages 45 

Sunbury  & Lewiston 45 

Toledo,  Detroit  & Canada  Southern  : 

1st  mortgage 65  . 


— . 1,950,000  . 8 g. 


1,100,000  . 6&7. 

640.000  . 8 

765.000  . 8 


4.000. 000  . 7 

241.000  8 

5.000. 000  . 7 

230.000 .  10 

750.000.  7 

694.000  . 8 

3.332.000  . 8 

1.252.000  . 7 

2.500.000  . 7 

3400.000.  7 g. 

1.000. 000  . 7 g. 

1,000,000  8 

1,000,000  . 7 

1.100.000  . 7 

1.200.000  7 

1.500.000  . 7 


1 Google 


46  2 


banker’s  magazine. 


[December, 


Name  and  Description. 

Length  Principal  0/ 
in  Bonds 

Rate 

per 

Toledo,  Peoria  & Warsaw : 

Miles. 

outstanding. 

cent. 

Various  issues 

Union  Pacific  Central  Branch  : 

230 

9,150,000 

- 7 

1st  mortgage,  gold.  

Vermont  Central : 

IOO 

1,600,000 

- 6g- 

1st  mortgage 

— 

3,000,000 

- 7 

2d  mortgage 

Walkill  Valley : 

1 ,500,000 

- 7 

1st  mortgage 

Western  Alabama : 

33 

700,000 

- 7 

Bonds  not  guaranteed 

Wilmington  & Reading : 

168 

64 

20 

1,350,000 

. 8 

2d  mortgage 

Wilmington  & Western  Delaware. 

1,750,000 

500,000 

- 7 

- 7 

Date  0/ 

Where 

First 

Payable. 

Default. 

N.  Y. 

. Dec., 

1873 

N.Y. 

. Nov., 

1873 

B. 

. Nov., 

1872 

B. 

. June, 

1868 

— 

April, 

1874 

N.  Y. 

. April, 

1873 

C. 

- Jan., 

1874 

N.  Y. 

. Oct., 

1873 

(a.)  Atchison,  Topeka  & Santa  Fe. — A proposal  has  been  made  to  die  bond-holdets,  and  gt* 
erally  accepted,  to  fund  the  coupons  due  into  bonds. 

(6.)  Atlantic,  Miss.  & Ohio. — The  interest  on  the  coupons  due  January.  1874.  was  fended’ 
That  of  July,  1874,  was  promptly  paid,  and  the  Company  entertains  no  doubt  of  its  ability  to 
pay  all  future  demands  of  this  character  at  maturity. 

(c.)  Atlantic  & Pacific — The  coupons  on  the  1st  mortgage  land  grant,  the  ad  mortgage,  and 
the  interest  scrip,  are  funded  into  Income  bonds.  The  first-named  for  two  years,  the  second 
for  three  years,  and  the  third  for  five  years. 

(d.)  Boston,  Hartford  & Erie. — This  road  was  re-organized  under  the  title  of  New  York  & 
New  England  R.  R.  Co.  The  property  of  the  B.  H.  8c  E.  R.  R.  having  been  sold  under 
foreclosure,  the  Berdell  mortgage,  so  called,  is  convertible  into  stock  of  tne  N.  Y.  & N.  £• 
R.  R.  Co.  The  $5,000,000  guaranteed  by  Erie  ” was  stock  purchased  by  that  Company, 
and  the  interest  is  by  them  guaranteed. 

(r.)  Burlington,  Cedar  Rapids  & Minn. — About  $4,000,000  of  the  first  mortgage,  gold,  sinking 
fund  bonds  are  funded. 

C/C)  Cairo  & St  Louis  — Ninety  miles  of  this  railroad  are  completed  and  in  operation.  The 
holders  of  a majority  of  the  first  mortgage  bonds  are  granting  the  requisite  forbearance  to  the 
Company  prior  to  agreeing  to  such  plan  as  may  be  necessary  to  re-establish  the  finances  of 
the  Company  upon  a sound  basis.  The  completion  of  the  road  is  being  proceeded  with,  and 
the  cost  thereof  will  be  defrayed,  partly  out  of  earnings,  but  mainly  out  of  Local  Aid  bonds,  a 
large  amount  of  which  are  due  to  the  Company  from  cities  and  counties.  The  Company  has 
recently  received  $ 75,000  of  such  bonds,  and  expects  to  receive  a considerable  further  sum 
shortly. 

{g.)  Cayuga  Lake.— This  road  was  sold  August  27,  1874,  under  foreclosure,  to  the  representa- 
tives of  tne  second  bond-holders. 

(h.)  Chesapeake  & Ohio. — A proposal  made  some  time  ago  to  fund  the  past-due  coupons  of 
this  Company  has  been  generally  accepted.  The  agents,  Messrs.  Fisk  & Hatch,  anticipate 
being  able  to  settle  up  the  Company’s  affairs  satisfactorily  in  a short  time 

(».)  Des  Moines  Valley. — This  road  was  sold  under  forwdosure  October  17th,  1873.  The  road  was 
sold  in  two  separate  parcels,  and  in  the  re-organization  two  companies  were  formed,  under  the 
titles  respectively  of  Des  Moines  & Fort  Dodge  R.  R Co.,  and  Keokuk  and  Des  Moines 
Railway  Co.  We  have  received  statements  from  each  of  these  companies  in  which  they 
claim  to  be  in  quite  a satisfactory  condition. 

(/.)  Detroit  & Milwaukee. — Interest  on  bonds  of  June  30th,  1866,  payable  only  if  earned. 

(A.)  Memphis  & Little  Rock  R.  R.  Co. — This  road  was  sold  under  its  ?d  mortgage  on  the 
17th  March,  1873.  The  purchasers  of  the  road  organized  the  present  Memphis  & Little  Rock 
Railway  Co.  This  Company  has  issued,  to  October  aist,  T874,  1st  mortgage  bonds  $ 2.347.7$^ 
Interest,  8 percent,  payable  in  New  York.  January  and  July.  These  bonds  are  issued  to  retire 
the  old  zst  mortgage  bonds  with  the  accrued  interest  thereon,  and  for  paying  the  floating  debt 
of  the  Company.  The  Company  has  also  issued  $403,000.  ad  mortgage  bonds — interest,  6 per 
cent.,  payable  after  October  1st  1875 — to  retire  the  old  second  mortgage  bonds. 

The  Company  has  also  issued  $500,000  of  the  3d  Income  mortgage  bonds,  interest  previous  to 
October  1st,  1880,  at  7 per  cent,  provided  the  net  earnings  of  the  road  yield  a sufficient 
revenue  for  that  purpose,  and  after  October  1st.  1880,  to  bear  7 per  cent  absolutely. 

(/.)  Mobile  & Alabama  Grand  Trunk.— A satisfactory  arrangement  has  been  made  by  which 
all  interest  on  the  bonds  of  this  Company  has  been  funded  to  July  1st,  1875. 

(m.)  Peninsular  (Mich.)  and  Port  Huron  & Lake  Michigan. — These  two  companies  consob 
dated  under  the  title  Chicago  and  Lake  Huron  Railroad  Co..  August,  1873.  An  arrangement 
has  been  made  to  fund  the  coupons  until  May,  1878. 

(n  ) St.  Louis  8c  St  Joseph. — This  road  was  sold  under  foreclosure  of  its  xst  mortgage  bonds. 
February  18th,  1874.  A new  organization  under  the  title  St  Joseph  & St.  Louis  R R.  1 ©• 
was  formed.  It  is  proposed  to  issue  ten  shares  of  stock  for  each  $ 1,000  bond  of  the  St  Louis 
8c  St.  Joseph  R.  R.  Co.  to  all  owners  of  the  latter  who  join  in  the  purchase. 
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(*■)  St.  Louis  & South* Eastern. — The  Treasurer  reports  that  the  November,  1873,  and  January, 
1874  interest  has  nearly  ail  been  paid,  but  the  May  and  July  interest  has  not  been  paid.  The 
Company  is  preparing  a funding  proposition  to  submit  to  bond-holders. 

(/.)  Savannah  & Memphis. — The  coupons  of  May,  1874,  have  been  funded  in  7 per  cent 
hoods.  A proposition  has  been  made  by  the  Company  to  fund  coupons  up  to  January,  1876, 
and  this  proposition  will  probably  be  accepted. 

<7.)  Sheboygan  & Fond  du  Lac. — A proposition  has  been  made  by  this  Company  to  fund  all 
past-due  coupons  and  the  couDons  falling  due  in  1874,  ’5,  and  '6,  and  it  is  believed  that  a 
BK|jonty  of  die  bond-holders  will  accept  this  proposition. 

(r.)  Sullivan  & Erie. — The  real  estate  of  this  Company  in  Pennsylvania  was  sold  by  order  of 
referee,  October  14th,  1874,  to  John  Bullitt,  for  bond-nolders,  at  $ 25.00a 
(r.)  South  Side  of  Long  Island.— This  road  was  sold  September  i6tb,  1874,  under  foreclosure 
of  the  third  mortgage  of  $ 1,000,000,  sale  subject  to  the  xst  mortgage  of  $7*0,000,  the  second 
mortgage  of  $1,500,000,  a mortgage  of  $60,000  on  the  Rockaway  branch,  and  a mortgage 
of  $43,000  on  the  real  estate  at  Bushwick,  and  about  $ 200,000  back  interest.  Under  the 
terms  of  sale  ao  per  cent,  of  the  purchase  money  was  to  be  paid  at  once,  the  balance  October 
15-  The  equipment  was  included  in  the  sale,  but  there  are  certain  liens  on  two  locomotives 
and  ten  flat  cars.  There  has  been  a re-organisation  of  this  road  under  the  title  Southern 
Railroad  of  Long  Island. 

1*)  Springfield  & Illinois  South-Eastern. — This  road  was  sold  September  15th,  1874,  under 
foreclosure.  The  sale  was  made  without  redemption. 

(«.)  Savannah  & Charleston. — This  road  is  in  the  hands  of  a receiver. 

(r.)  Oregon  k California. — A proposal  has  been  made  by  this  Company  to  pay  the  interest 
one  October  1st,  1873,  and  Apnl  xst,  1874,  in  scrip  certificates  on  surrender  of  coupons  to  the 
Deutsche  Vereins  Bank,  at  Frankfort-on-the-Main ; the  interest  falling  due  thereafter  will  be 
paid  in  coin  and  scrip.  This  scrip  is  payable  out  of  the  earnings  of  the  road  in  excess  of  7 
per  cent  per  annum  on  1st  mortgage  bonds. 


LIABILITY  OF  BANK  ON  CASHIER’S  INDORSEMENT. 

l\  S.  Circuit  Court,  District  of  Massachusetts.— September,  1874. 

Matthews  v.  Massachusetts  National  Bank. — Indorsement  for  Transfer. 

The  defendant  loaned  money  to  C.,  taking  in  good  faith,  as  security  therefor,  what 
purported  to  be  a certificate  of  two  hundred  shares  of  the  stock  of  a railroad 
company  issued  by  the  company  to  the  bank,  but  which  was  a forgery  by  C. 
C.  paying  the  loan,  the  cashier  of  defendant,  for  the  purpose  and  with  the  intent 
of  restoring  the  certificate  to  C.f  returned  it  to  him  with  his  signature  in  blank 
as  cashier  to  the  printed  form  of  transfer  on  the  back.  Subsequently  C.  obtained 
a loan  from  plaintiff,  giving  the  said  certificate  as  collateral.  The  forgery  hav- 
ing been  discovered,  plaintiff  brought  action  against  defendant  for  the  damages 
sustained  by  him.  Held , that  the  signature  of  the  cashier  bound  the  bank,  and 
that  the  bank,  by  that  signature,  so  far  warranted  the  genuineness  of  the  certifi- 
cate as  to  be  estopped  from  setting  up  the  forgery  as  a defense. 

Shepley,  J. — The  defendant,  the  Massachusetts  National  Bank,  loaned  to 
one  James  A.  Coe  $22,000,  payable  on  call  with  interest,  taking  from  him  his 
memorandum  of  indebtedness  for  that  sum,  with,  as  collateral  security  therefor, 
what  purported  to  be  a certificate  of  two  hundred  shares  of  the  capital  stock 
of  the  Boston  and  Albany  Railroad  Company  issued  to  said  Massachusetts 
National  Bank,  as  collateral. 

This  instrument  was  originally  a genuine  certificate  for  two  shares  of  the 
capital  stock  of  the  Boston  and  Albany  Railroad  Company  issued  to  H.  E.  Coe, 
hot  by  false  and  forged  erasures  and  interlineations  had  been  so  altered  as  to 
purport  to  be  a certificate  for  two  hundred  shares  of  its  stock  issued  by  said 
railroad  corporation  to  the  Massachusetts  National  Bank,  as  collateral. 

The  bank  received  the  said  certificate  in  good  faith  and  without  any  sus- 
picion of  its  fraudulent  character,  and  in  supposed  fulfillment  of  the  promise 
of  James  A.  Coe  to  give,  as  security  for  the  loan  aforesaid,  two  hundrea  shares 
of  the  capital  stock  of  said  railroad  corporation. 

Subsequently,  upon  payment  by  said  Coe  to  the  bank,  he  received  back  his 
memorandum  of  indebtedness,  and  the  cashier  of  the  bank,  for  the  purpose 
aud  with  ihe  intention  of  restoring  the  collateral  to  Coe,  returned  to  him  the 
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fraudulent  certificate,  with  the  usual  printed  form  of  transfer  on  the  back 
thereof,  signed  by  H.  K.  Frothingham,  cashier  of  said  bank,  in  blank. 

About  two  weeks  after  the  surrender  by  the  bank  of  this  certificate  to  Coe, 
with  the  transfer  in  blank  of  the  cashier  on  the  back  of  it,  the  plaintiff, 
Matthews,  pursuant  to  his  agreement  to  loan  Coe  $ 25,000  on  call  with 
interest,  received  from  Coe,  in  good  faith,  the  said  fraudulent  certificate  with 
the  blank  assignment  on  the  back  thereof,  supposing  the  same  to  be  a 
genuine  certificate  for  two  hundred  shares  of  saia  stock  issued  by  the  cor- 
poration and  duly  transferred  and  assigned  so  as  to  enable  him  to  obtain  a 
new  certificate  therefor  in  his  own  name,  and  on  receipt  thereof  loaned  the 
sum  of  $25,000.  The  signature  of  the  cashier  was  well  known  to  Matthews, 
who  correctly  supposed  the  signature  on  the  blank  assignment  to  be  genuine. 
Coe  was  tried  and  convicted  for  obtaining  money  by  false  pretenses,  and 
indictments  for  forgery  are  now  pending  against  him,  and  he  has  been  de- 
clared bankrupt.  The  next  day,  or  very  soon  after  the  day  when  the  money 
was  loaned  bv  Matthews,  the  fact  first  became  known  to  plaintiff  and  defendant 
of  the  fraudulent  alteration  of  the  certificate  before  it  came  into  possession  of 
defendant,  and  plaintiff  thereupon  notified  the  bank  that  he  should  hold  it 
responsible  for  any  loss  snstained  by  him  by  reason  of  the  premises.  This 
action  is  brought  for  the  recovery  of  the  damages  thus  sustained. 

The  real  question  presented  in  the  case  is,  whether  the  bank  by  signing  the 
blank  transfer  has  so  far  warranted  the  genuineness  of  the  certificate  that  it  is 
estopped  from  setting  up  the  forgery  as  a defense  to  this  action. 

Defendant  denies  that  the  cashier  had  authority  or  right  to  bind  the  bank 
by  the  contract  declared  on. 

Cashiers  of  a bank  are  held  out  to  the  public  as  having  authority  to  act 
according  to  the  general  usage,  practice,  and  course  of  business  conducted  by 
the  bank.  Their  acts,  within  the  scope  of  such  usage,  practice,  and  course  of 
business,  will,  in  general,  bind  the  bank  in  favor  of  third  persons  possessing 
no  other  knowledge.  Morse,  Jr.,  et  al.,  v.  Mass.  National  Bank,  U S.  C. 
Ct.,  Mass.  Dist. ; Minor  v.  the  Mechanics*  Bank,  (1  /V/.,  70);  Merchants* 
Bank  v.  Slate  Bank,  (10  Wall.,  604).  One  of  the  ordinary  and  well-known 
duties  of  the  cashier  of  a bank  is  the  surrender  of  notes  and  securities  upon 
payment,  and  his  signature  to  the  necessary  transfers  of  securities  or  collaterals 
when  in  the  form  of  bills  of  exchange,  choses  in  action,  stock  certificates,  or 
similar  securities  for  loans,  which  are  personal  property,  is  an  act  within  the 
scope  of  the  general  usage,  practice,  and  course  of  ousiness  in  which  cashiers 
of  a bank  are  held  out  to  the  public  as  having  authority  to  act.  Undoubtedly 
the  ordinarv  duties  of  a cashier  do  not  comprehend  the  making  of  a contract 
which  involves  the  payment  of  money,  without  an  express  authority  from  the 
directors,  unless  it  be  such  as  relates  to  the  usual  and  customary  transactions 
of  the  bank.  But  the  transfer  of  certificates  of  stock  held  as  collateral  is  cer- 
tainly one  of  the  usual  and  customary  transactions  of  banks,  and  the  public 
would  be  no  more  likely  to  require  evidence  of  a special  anthority  to  the 
cashier  to  make  such  transfer,  than  of  a special  authority  to  draw  checks  on 
other  banks,  or  to  perform  any  other  of  the  daily  duties  of  his  office. 

The  signature  of  the  cashier  must  therefore  be  considered  as  the  signature 
of  the  bank,  and  the  question  returns,  whether  such  blank  assignment  on  the 
back  of  the  certificate  by  the  bank  be  so  far  a warranty  of  the  genuineness  of 
the  certificate  that  the  bank  is  estopped  from  setting  up  the  forgery  as  a de- 
fense. In  the  case  of  forged  negotiable  instruments  it  is  well  settled  that  the 
indorser  warrants  that  the  instrument  itself  and  the  antecedent  signatures 
thereon  are  genuine.  ( Story  on  Promissory  Notes , sec.  135) ; State  Bank  v. 
Fearing,  (16  Pick.,  533);  Horstman  v.  Henshaw,  (11  How.,  184);  Cricklowr. 
Parry,  (2  Campb .,  182);  Canal  Bank  v.  Bank  of  Albany,  (1  Hill,  287).  The 
indorser’s  liability  in  these  cases  is  properly  placed  upon  the  ground  of  estoppel. 
u This  proceeds,”  says  Judge  Story,  “upon  the  intelligible  ground  that  every 
indorser  undertakes  that  he  possesses  a clear  title  to  the  note  deduced  from 
and  through  all  the  antecedent  indorsers,  and  that  he  means  to  clothe  the 
holder  under  him  with  all  the  rights  which  by  law  attach  to  a regular  and 
genuine  indorsement  against  himself  and  all  the  antecedent  indorsers.  It  is  m 
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this  confidence  that  the  holder  takes  the  note  without  further  explanation,  and 
if  each  party  is  equally  innocent  and  one  must  suffer,  it  shoula  be  the  one 
who  has  misled  the  confidence  of  the  other,  and  by  his  acts  held  out  to  the 
holder  that  all  the  indorsements  are  genuine  and  may  be  relied  on  as  an  in- 
demnity in  case  of  the  dishonor  thereof.”  This  is  a statement  of  the  grounds 
upon  which  the  rule  of  law  rests  as  applicable  to  negotiable  instruments,  but 
the  reasoning  would  seem  to  apply  with  equal  force  and  pertinency  to  the  case 
of  a transfer  of  a certificate  of  stock  by  indorsement  in  blank.  Stock  certifi- 
cates are  sold  in  open  market  like  other  securities,  and  form  the  basis  of  com- 
mercial transactions.  In  the  language  of  Mr.  Justice  Davis,  in  Bank  v . Lanier, 
(11  Wall.,  377),  “Although  neither  in  form  nor  character  negotiable  paoer,  they 
approximate  to  it  as  nearly  as  practicable.”  In  Leitch  v.  Wells,  (40  N.  K, 
613),  it  is  said:  “Since  the  decision  of  the  case,  McNeil  v.  Tenth  National 
Bank,  certificates  of  stock,  with  blank  assignments  and  powers  of  attorney 
attached,  most  be  nearly  as  negotiable  as  commercial  paper.”  The  common 
practice  of  passing  the  title  to  stock  by  delivery  of  tne  certificate,  with  the 
blank  assignment  and  power,  has  been  repeatedly  proved  and  sanctioned  in 
cases  which  have  come  before  the  courts  in  New  York.  In  New  York  and 
New  Haven  Railroad  Co.  v.  Schuyler,  (34  N,  K,  41),  the  rights  of  parties 
claiming  under,  such  instruments  were  fully  recognized  by  the  Court,  ana  such 
mode  of  transfer  was  shown  to  be  the  common  practice  in  the  city  of  New 
Vork.  It  is  well  settled  that  the  form  of  assignment  printed  on  the  back  of 
stock  certificates,  when  signed  in  blank,  may  be  filled  up  by  a subsequent 
purchase  of  the  stock.  Kortright  v.  the  Commercial  Bank  of  Buffalo,  (20  Wend., 
91  and  22  id.  348);  Bridgeport  Bank  v.  N.  Y.  and  N.  H.  R.  R.  Co.,  (30 
C*nn.,  273). 

The  certificate  in  this  case,  as  it  came  from  the  bank,  contained  on  the 
same  piece  of  paper,  and  on  the  back  of  the  certificate,  a blank  assignment, 
vhich  was  all  that  was  necessary  to  transfer  the  title  of  the  stock  as  between 
fbe  parties.  The  defendant  must,  therefore,  be  held  to  have  intended  and 
agreed  that  whoever  should  present  the  certificate  so  issued  from  the  bank, 
*ith  the  assignment  executed  in  blank,  should  be  entitled  to  fill  up  the 
bUnks  with  his  own  name,  and  to  have  a transfer  of  the  stock  made  to  him- 
self on  the  books  of  the  company.  The  certificate,  accompanied  with  the 
transfer,  executed  in  blank,  has  a species  of  negotiability  of  a peculiar  char- 
acter, but  one  well  recognized  in  commercial  transactions  and  judicial  de- 
cisions, and  absolutely  essential  in  the  usage  and  necessities  of  modern 
commerce  to  make  such  certificates  available  in  commercial  transactions. 
Even  when  such  blank  assignments,  or  powers  of  attorney  to  transfer  stock, 
are  under  seal,  the  blanks  may  be  filled  up  according  to  the  agreement  of 
tbe  parties  at  the  time.  Bridgeport  Bank  v.  N.  Y.  and  N.  H.  R.  R.  Co., 
(30  Conn.,  274-5);  (Redfield  on  Railways , section  35,  and  cases  cited). 
The  decisions  to  the  contrary  in  the  English  courts  have  not  been  fol- 
lowed in  this  country,  and  they  were  influenced  not  merely  by  a rigid  ad- 
herence to  the  technical  rules  ot  the  common  law  in  relati  n to  instruments 
under  seal,  but  by  the  policy  of  the  stamp  system.  But  the  case  of  Walker 
v-  Bartlett,  (36  £nr.  Z.  and  Eq.,  368),  and  later  English  decisions,  recognize 
the  validity  of  blank  transfers  of  stock,  and  * that  suen  transfers  of  stock  im- 
pose upon  the  holder  of  them  the  obligation  to  pay  calls  upon  the  shares 
while  they  remain  his  property.  In  Kortright  v.  the  Buffalo  Commercial  Bank, 
(20  Wend.,  93),  speaking  of  the  filling  up  of  a blank  transfer  of  stock  and 
P^er  of  attorney.  Nelson,  C.  J.,  after  stating  that  this  is  in  strict  conformity 
*ith  the  universal  usage  of  dealers  in  the  negotiation  and  transfer  of  stocks 
•ccording  to  the  proof  in  the  case,  goes  on  to  say : “ Even  without  the  aid  of 
Jjus  usage,  there  could  be  no  great  difficulty  in  upholding  the  assignment. 
The  execution  in  blank  must  have  been  for  the  express  purpose  of  enabling 
Ac  holder,  whoever  he  might  be,  to  fill  it  up.  If  intendea  to  have  been  filled 
?P  in  the  name  of  the  first  transferee,  there  would  have  been  no  necessity  for 
it*  execution  in  blank — Barker  might  have  completed  the  instrument.” 

The  right  to  fill  the  blank  in  a blank  transfer  of  stock  is  recognized  by  the 
Supreme  Court  of  Massachusetts  in  Sewall  v.  the  Boston  Water  Power  Co., 
(4  Allen,  277). 
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Matthews  clearly  had  the  right,  having  advanced  the  sum  of  $25,000  upon 
the  supposed  security  of  this  blank  assignment  of  stock,  to  fill  up  the  blank 
with  nis  own  name  and  with  the  place  of  his  residence,  and  whatever  was 
necessary  to  make  the  instrument  complete  as  an  assignment  and  transfer  to 
him  of  the  shares  described  in  the  certificate.  The  case  finds  that  the  cashier 
signed  the  assignment  in  blank  for  the  purpose  and  with  the  intention  of 
restoring  the  pledge  to  Coe.  But  even  if  he  went  further,  and  agreed  with 
Coe  that  Coe  should  fill  the  blank  with  his  own  name,  such  private  under- 
standing between  him  and  Coe  would  not  have  affected  the  rights  of  third 
parties  who  parted  with  their  property  in  good  faith,  without  negligence  upon 
the  faith  of  the  certificate  of  the  cashier  that  the  bank  undertook  to  assign, 
and  did  assign,  to  whoever,  might  be  the  lawful  holder  of  the  instrument,  the 
amount  of  stock  described  therein. 

As  above  quoted  from  C.  J.  Nelson,  “ If  intended  to  have  been  filled  up  in 
the  name  of  the  first  transferee,  there  would  have  been  no  necessity  for  its 
execution  in  blank” — Frothingham  ‘‘might  have  completed  the  instrument” 
What  possible  explanation  can  be  given  of  the  course  of  the  cashier  in  giving 
to  Coe  an  assignment  in  blank  rather  than  a transfer  to  Coe  himself,  other 
than  to  enable  Coe  \o  dispose  of  the  certificate  so  that  the  holder  could  take 
his  title  directly  from  the  bank,  and  that  the  instrument  might  be  used  accord- 
ing to  the  well-known  usage  of  dealing  with  stock  certificates,  passing  from 
one  purchaser  to  another  without  the  inconveniences  and  delays  consequent 
upon  manifold  transfers  on  the  records  of  the  corporation?  If  the  bank  in- 
tended to  limit  the  assignment  to  a particular  assignee,  or  to  a less  number  of 
shares  than  the  number  described  in  the  certificate,  the  limitation  should  have 
appeared  in  the  assignment.  The  assignment  in  blank  purports  to  assign  what 
is  described  in  the  certificate  to  the  lawful  holder,  whoever  he  may  be,  who 
may  fill  the  blank.  The  signature  is  given  for  the  purpose  of  transferring 
title,  and  whenever  the  blank  is  filled  a contract  of  sale  is  established  between 
the  party  who  has  signed  the  blank  assignment  and  the  person  whose  name 
is  rightfully  filled  in  as  assignee. 

. It  is  contended  in  behalf  of  the  bank  that  the  transfer  in  blank  created  no 
liability  or  obligation  on  the  part  of  the  bank  to  Mathews  because  the  circum- 
stances under  which  the  certificate  was  received  by  the  bank  and  surrendered 
to  Coe  indicate  clearly  that  the  act  of  the  cashier  in  signing  and  transferring 
the  certificate  to  Coe  was  performed  with  the  intention  of  restoring  the  pledge 
to  Coe,  in  discharge  of  the  duty  of  the  bank  as  pledgee,  after  the  purposes  of 
the  pledge  were  answered,  and  not  with  any  purpose  of  a sale  of  the  certifi- 
cate or  the  stock  supposed  to  be  represented  by  it.  But  there  is  nothing  in 
the  case  to  show  any  knowledge  on  the  part  of  Matthews  of  any  such  in- 
tention on  the  part  of  the  cashier.  The  certificate  purports  to  be 
a certificate  that  the  bank  held  the  shares  as  collateral,  but  does 
not  show  that  they  were  collateral  for  a debt  of  Coe's  to  the  bank. 
Such  a certificate  of  stock  with  the  transfer  in  blank  of  a responsible  bank 
might,  in  the  ordinary  course  and  usage  of  dealing  in  stocks,  pass  through 
the  hands  of  many  successive  purchasers.  The  possession  of  tne  certificate 
would  afford  no  indication  that  the  holder  of  it  was  the  person  who  had 
originally  transferred  it  to  the  bank  as  collateral.  If  Coe  had  consented  to 
a sale  by  the  bank  of  the  collateral  to  pay  his  debt,  or  if  the  bank  had  in 
any  way  acquired  the  right  to  sell  it  ana  nad  sold  it,  if  the  assignment  had 
been  in  blank,  the  purchaser  would  have  been  in  the  same  condition,  and 
Matthews,  in  dealing  with  such  a purchaser,  would  have  received  no  better 
evidence  of  title  against  the  bank  than  he  received  from  Coe.  Had  the 
bank  desired  to  sell  this  stock  and  placed  it  in  the  hands  of  a broker  with 
a blank  transfer  in  the  usual  course  of  business.  Matthews  in  buying  from 
the  broker  would  have  received  no  better  evidence  of  title  against  the  bank 
than  in  the  present  case.  The  mere  words  “ as  collateral  ” in  the  instru- 
ment do  not  tend  to  put  the  purchaser  on  inquiry,  except  so  far  as  relates 
to  the  authority  of  the  bank  to  dispose  of  the  collateral  as  between  the  bank 
and  its  debtor.  If  this  inquiry  had  been  made,  it  would  only  have  resulted 
in  the  information  that  the  assignment  was  made  in  its  actual  form  by  the 
joint  act  and  consent  of  the  debtor  and  the  bank.  The  name  of  the  pledger 
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was  not  stated  in  the  certificate,  as  is  required  by  the  statute  of  Massachusetts. 
(Gen.  Statutes  of  Massachusetts , chap.  68,  sec.  13).  In  fact,  if  Matthews  had 
gone  to  the  bank  to  make  inquiries  ne  could  only  have  learned  that  Coe  hav- 
ing paid  his  debt  to  the  bank  the  certificate  had  been  surrendered  to  him  by 
the  bank  with  a transfer  in  blank.  There  would  have  been  nothing  in  this 
information  to  lead  him  to  doubt  the  genuineness  of  a certificate  to  which  the 
bank  had  given  currency  by  its  signature,  and  on  the  faith  of  which  he  would 
have  learned  the  bank  haa  loaned  $ 20,000  which  had  been  'paid.  The  bank 
or  the  cashier  did  not  then  doubt  the  genuineness  of  the  instrument,  and  no 
inquiry  at  the  bank  would  have  inspired  doubts  in  the  mind  of  Matthews, 
there  being  no  such  doubts  in  the  minds  of  the  officers  of  the  bank.  Nor 
is  it  perceived  how  the  bank  can  contend  with  any  show  of  reason  that 
Matthews  was  negligent  in  not  inquiring  at  the  office  of  the  railway  corpo- 
ration. If  the  duty  of  making  such  an  inquiry  was  incumbent  on  any  one,  it 
was  surely  incumbent  on  the  bank  to  ascertain  the  genuineness  of  the  instru- 
ment before  they  gave  currency  to  it,  and  lulled  suspicion  and  doubt  by  the 
responsibility  of  their  own  signature.  The  answer  to  all  the  positions  taken 
by  the  defendant  as  to  notice  to  Matthews  from  the  words  44  as  collateral  ” in 
the  instrument,  is  that  there  is  nothing  to  connect  Coe  with  those  words. 
There  is  nothing  on  the  face  of  the  papers,  and  there  was  nothing  in  the 
feet  of  the  possession  of  the  instrument  by  Coe,  to  show  that  he  was  the 
person  for  whose  debt  the  stock  was  held  as  collateral. 

Had  not  Matthews  a right  to  suppose,  upon  receiving  this  certificate  au, 
thenticated  by  the  signature  of  the  bank,  that  they  had  obtained  the  certifi- 
cate themselves  from  the  railroad  company  in  the  usual  way,  thus  preventing 
the  possibility  of  fraud  or  forgery  before  receiving  as  collateral  for  a loan  ana 
before  authenticating  it  with  their  signature?  It  is  difficult  to  see  in  what  re- 
spect Matthews  was  negligent. 

The  defendant,  on  the  other  hand,  negligently  placed  confidence  in  Coe  to 
obtain  a transfer  from  the  railroad  company  of  the  two  hundred  shares  on 
which  they  loaned  the  sum  of  $22,000,  instead  of  taking  their  certificate 
directly  from  the  company.  But  the  negligent  act  which  especially  imposes 
upon  them  a liability  m tnis  case,  is  that  they  delivered  the  forged  instrument 
to  Coe,  authenticated  by  their  signature  in  blank  to  a transfer,  thus  giving  to 
it  a currency  and  negotiability  which  it  would  not  have  possessed  had  they 
made  the  transfer  directly  to  Coe.  Thus  the  bank  put  it  in  the  power  of  Coe 
to  commit  the  fraud  on  Matthews  on  which  this  suit  is  founded. 

In  McNeil  v.  the  Tenth  National  Bank,  the  language  of  the  opinion  is  pre- 
cisely applicable  to  a case  like  the  present.  “ Such,  then,  being  the  nature 
and  effect  of  the  documents  with  which  the  plaintiff  intrusted  his  brokers, 
what  position  does  he  occupy  towards  persons  who,  in  reliance  upon  those 
documents,  have,  in  good  faun,  advanced  money  to  the  brokers  or  their  as- 
signs on  a pledge  of  the  shares  ? When  he  asserts  his  title,  and  claims  as 
against  them  that  he  cannot  be  deprived  of  his  property  without  his  consent, 
cannot  he  be  truly  answered,  that  by  leaving  the  certificate  in  the  hands  of  his 
brokers,  accompanied  by  an  instrument  bearing  his  own  signature  which  pur- 
ported to  be  executed  for  a consideration,  and  to  convey  the  title  away  from 
him,  and  to  empower  the  bearer  of  it  irrevocably  to  dispose  of  the  stock,  he 
in  fact  1 substituted  his  trust  in  the  honesty  of  his  brokers  for  the  control 
which  the  law  gave  him  over  his  own  property,’  and  that  the  consequences 
of  a betrayal  of  that  trust  should  fall  upon  him  who  reposed  it,  rather  than 
upon  innocent  strangers  from  whom  the  brokers  were  thereby  enabled  to  ob- 
tain their  money  ?”  If  the  bank  only  intended  to  revest  in  Coe  whatever  it 
acquired  from  nim,  it  would  have  been  perfectly  easy  to  have  limited  the 
transfer  to  that  extent  only.  A private  understanding  that  such  was  the  in- 
tention between  Coe  and  the  casnier  could  not  affect  the  right  of  those  who, 
if  misled,  were  misled  by  the  acts  of  the  bank.  If  the  bank,  by  giving  Coe 
the  transfer  in  blank  with  their  signature,  exhibited  him  to  the  money-dealing 
public  as  having  the  competent  right  of  pledge  and  disposal,  with  all  the  usual 
evidences  of  such  right,  it  substituted  their  trust  in  the  honesty  of  Coe  for 
the  control  which  the  bank  should  have  exercised  itself  over  the  transfer  of 
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the  instrument,  and  should  suffer  the  loss  consequent  upon  his  betrayal  of  the 
trust,  rather  than  to  suffer  it  to  fall  upon  an  innocent  stranger. 

If  the  conditions  upon  which  the  apparent  right  of  control  which  the  bank 
conferred  upon  Coe  were  not  expressed  on  the  face  of  the  instrument,  but  re- 
mained in  confidence  between  the  bank  and  Coe,  the  case  is  not  distinguisha- 
ble in  principle  from  that  of  an  agent  who  receives  secret  instructions  qualify- 
ing or  restricting  an  apparently  absolute  power.  Jarvis  v.  Rogers,  (15  Mass., 
389);  Pickering  v.  Burk,  (15  East , 38);  Fatman  v.  Loback,  (1  Duer%  354); 
N.  Y.  and  N.  H.  R.  R.  Co.  v.  Schuyler,  (34  M K,  41). 

One  of  two  innocent  parties  must  suffer  in  this  case  by  the  fraud  of  Coe. 
Under  similar  circumstances,  courts  have  repeatedly  held  that  the  party  must 
suffer  who  has  exhibited  the  greater  degree  of  negligence.  The  leading  case 
on  the  indorsement  of  bills  of  lading,  Lickbarrow  v.  Mason,  (2  Term.  Ref., 
63),  is  an  authority  on  this  point.  (See  also,  Lobdell  v.  Baker,  (3  Meie.. 
469);  Polhill  v . Waller,  (3  Barn . and  Adol 114). 

The  bank  is  precluded  from  setting  lip  the  fact  of  the  forgery  of  the  instru- 
ment, because  it  would  be  a wrong  on  its  own  part  and  an  injury  to  others, 
whose  conduct  has  been  influenced  by  the  acts  and  omissions  of  the  bank. 
Swayne,  Justice,  in  Merchants’  Bank  v.  State  Bank,  (io  Wall.,  645),  says: 
“Estoppel  in  pais  presupposes  an  error  or  a fault,  and  implies  an  act  in 
itself  invalid.  The  rule  proceeds  upon  the  consideration  that  the  author  of 
the  misfortune  shall  not  himself  escape  the  consequences  and  cast  the  burden 
upon  another.”  Mr.  Justice  Clifford  recognizes  this  principle  in  his  dissent- 
ing opinion  in  that  case : “ If  a bank  may  be  held  liable  in  any  case  upon  a 
certificate  of  their  cashier  that  a check  is  £ood  when  they  have  no  funds  of 
the  drawer,  it  is  not  because  the  cashier  is  authorized  to  make  such  certifi- 
cate, but  because  the  bank  is  bound  by  his  representation,  notwithstanding  it 
is  false  and  unauthorized.”  An  estoppel  is  a salutary  rule  which  prevents  a 
man  from  proving  that  to  be  false  which  he  has  once  represented  to  be  true, 
when  others  have  acted  on  the  faith  of  his  representation. 

The  fact  that  Matthews  has  also  a right  of  action  against  Coe,  who  is  a 
convict  and  a bankrupt,  does  not  preclude  him  from  a remedy  against  the 
bank.  (Gurney  v.  Wormsley,  4 L.  and  Bl .,  133.) 

Upon  the  facts  as  agreed  in  this  case,  the  plaintiff  is  entitled  to  judgment, 
and,  according  to  the  agreement  of  parties,  the  case  is  to  be  referred  to  an 
auditor  to  assess  the  damages. 


The  Taxation  of  Bankers.— In  the  Circuit  Court  of  the  United  States 
for  the  New  Haven  (Conn.)  District,  a question  recently  arose  as  to  the 
79th  section  of  the  Internal  Revenue  act,  which  is  as  follows  : 

“ Every  person,  firm,  or  company,  and  every  incorporated  or  other  bank, 
having  a place  of  business  wnere  credits  are  opened  by  the  deposit  or 
collection  of  money  or  currency,  subject  to  be  paia  or  remitted  upon  draft, 
check,  or  order,  or  where  money  is  advanced  or  loaned  on  stocks,  bonds, 
bullion,  bills  of  exchange,  or  promissory  notes  are  reserved  for  discount  or 
sale,  shall  be  regarded  as  a banker  under  this  act.” 

Under  this  act,  the  Equitable  Trust  Company  of  New  London  was  as- 
sessed as  a banker,  some  thirteen  hundred  dollars.  This  it  paid  under  pro 
test  to  the  collector  of  Internal  Revenue  and  then  brought  suit  to  recover 
the  amount.  The  Trust  Company  receives  no  deposits.  Its  business  is 
strictly  confined  to  making  loans  of  its  own  capital  ($1,000,000)  upon  real 
estate  security,  and  selling  the  securities,  guaranteeing  the  same.  Its  coun- 
sel contended,  therefore/ that  the  act  did  not  apply  to  it;  that  a business 
was  contemplated  where  money  is  loaned  on  collaterals,  or  where  stocks,  etc., 
are  received  from  others  for  sale  on  commission  or  brokerage.  Judge  Ship- 
man  sustained  this  claim,  and  rendered  judgment  for  the  Trust  Company  to 
recover  back  the  amount  paid.  The  collector,  acting  for  the  United  Stales, 
carried  the  case  by  writ  of  error  to  the  Supreme  Court  at  Washington. 
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PUBLIC  DEBT  OF  THE  UNITED  STATES. 


Recapitulation  of  the  Official  Statements  (cents  omitted). 


Debt  Bearing  Interest  in  Coin. 

Oct.  1,  1874.  Nov.  1,  1874. 


Bonds  at  six  per  cent $ 1,207,204,600  ..  $ 1,182,183,250 

Bonds  at  five  per  cent 517,025,200  538,525,200 


$1,724,229,800  $1,720,708450 


Debt  Bearing  Interest  in  Lawful  Money. 

Certificates  indebtedness  at  4 per  cent $678,000  $678,000 

Na?y  pension  fund  at  3 per  cent. 14,000,000  ..  14,000,000 


$ 14,678,000 

Debt  on  which  interest  has  ceased 6457,710 

Debt  Bearing  no  Interest. 

Old  demand  and  legal-tender  notes $382,075407 

Certificates  of  deposit 56,350,000 

fractional  currency 46,731,018 

Coin  certificates 26415,600 


$511,572,026 


$ 14,678,000 
20,748,960 


$382,075,267 

52,525,000 

48,151,024 

22,070,400 


$504,821,692 


Total  debt $2,256,927,536  ..  $2,260,957,102 

Interest 32,681,177  ..  37,115,670 


Total  debt,  principal  and  interest $2,289,618,714 

Cash  in  the  Treasury. 

Coin $ 77,409.677 

Currency 16,115,840 

Special  deposit  held  for  redemption  of  cer- 
tificates of  deposit,  as  provided  by  law  . 56,350,000 

$H9, 875*5 18 

Debt,  less  cash  in  the  Treasury,  Oct.  1,  ’74  $ 2,139,743,196 
Debt,  less  cash  “ “ Nov.  i,’74 


$ 2,298,072,773 
$90,089,241 

>6,396,770 

52,525,000 
$ 159,011,011 


$2,139,061,761 


Decrease  of  debt  during  the  past  month..  $435417  $681,434 

Decrease  of  debt  since  June  30,  1874 3,345,044  4,026499 


Bonds  Issued  to  the  Pacific  Railway  Companies, 
in  Lawful  Money. 


Principal  outstanding 

Interest  accrued  and  not  yet  paid 1,292470 

Interest  paid  by  the  United  States 24,325,396 

Interest  repaid  by  transportation  of  mails,  &c.  5497,253 


Interest  Payable 
$64,623,512 


Balance  of  interest  paid  by  the  U.  S.. 


$ 18,828,143 
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THE  MINOR  COINS  OF  THE  UNITED  STATES. 

Circular  Relating  to  their  Purchase,  Redemption,  etc. 

Treasury  Department,  September  24,  1874. 

The  following  provisions  of  law,  contained  in  the  sixteenth  and  thirtieth  sec- 
tions of  the  Coinage  Act  of  1873,  are  hereby  published  for  the  information  of 
all  whom  it  may  concern: 

u Section  16.  That  the  minor  coins  of  the  United  States  shall  be  a five- 
cent  piece,  a three-cent  piece,  and  a one-cent  piece,  and  the  alloy  for  the  five 
and  tnree-cent  piece  shall  be  of  copper  and  nickel,  to  be  composed  of  three- 
fourths  copper  and  one-fourth  nickel;  and  the  alloy  of  the  one-cent  piece  shall 
be  ninety-five  per  centum  of  copper  and  five  per  centum  of  tin  and  zinc,  m 
such  proportions  as  shall  be  determined  by  the  Director  of  the  MinL  The 
weight  of  the  piece  of  five  cents  shall  be  seventy-seven  and  sixteen-hundredths 
grains,  troy;  of  the  three-cent  piece,  thirty  grains;  and  of  the  one-cent  piece, 
torty-eight  grains;  which  coins  shall  be  a legal  tender,  at  their  nominal  value, 
for  any  amount  not  exceeding  twenty-five  cents  in  any  one  payment. 

“ Section  30.  That  the  minor  coins  authorized  by  this  act  may,  at  the  dis- 
cretion of  the  Director  of  the  Mint,  be  delivered  in  any  of  the  principal  cities 
and  towns  of  the  United  States  at  the  cost  of  the  Mint  for  transportation, 
and  shall  be  exchangeable  at  par  at  the  Mint  in  Philadelphia,  at  the  discretion 
of  the  Superintendent,  for  any  coins  of  copper,  bronze,  or  copper-nickel  here- 
tofore authorized  by  law;  and  it  shall  be  lawful  for  the  Treasurer  and  the 
several  Assistant  Treasurers  and  Depositaries  of  the  United  States  to  redeem, 
in  lawful  money,  under  such  rules  as  may  be  prescribed  by  the  Secretary  of  the 
Treasury,  all  copper,  bronze,  and  copper-nickel  coins  authorized  by  law  when 
presented  in  sums  of  not  less  than  twenty  dollars;  and  whenever,  under 
this  authority,  these  coins  are  presented  for  redemption  in  such  quantity  as  to 
show  the  amount  outstanding  to  be  redundant,  the  Secretary  of  the  Treasury 
is  authorized  and  required  to  direct  that  such  coinage  shall  cease  until  other- 
wise ordered  by  him.*’ 

PURCHASE  OF  MINOR  COINS. 

Persons  desiring  to  purchase  the  minor  coins  issued  under  the  above  act, 
are  informed  that  they  will  be  issued  to  them  in  exchange,  at  par,  for  lawful 
money  of  the  United  States,  in  sums  of  twenty  dollars  or  multiples  thereof. 

Applications  for  the  coins  must  be  made,  in  all  cases,  to  the  Superintendent 
of  the  Mint  of  the  United  States  at  Philadelphia,  Pennsylvania,  accompanied 
by  the  necessary  funds;  on  the  receipt  of  which,  or  as  soon  thereafter  as 
practicable,  such  minor  coins,  to  the  amount  of  the  remittance,  will  be  for- 
warded, at  the  cost  of  the  Mint,  to  any  of  the  principal  towns  or  cities  of  the 
United  States  as  desired. 

Remittances  for  this  purpose  may  also  be  made  in  post-office  money  ordep 
or  sight  drafts,  payable  in  Philadelphia  or  New  York,  to  the  order  of  said 
Superintendent. 

Persons  making  application  for  these  minor  coins  will  state  particularly  the 
denomination  required — whether  one,  three,  or  five-cent  pieces — and  will  write 
plainly  the  address  to  which  the  coins  are  to  be  forwarded. 

EXCHANGE  OF  MINOR  COINS. 

The  minor  coins  of  copper,  bronze,  or  copper-nickel,  referred  to  as  author- 
ized by  law  before  the  passage  of  the  Coinage  Act  of  1873,  are  as  follows,  • 
viz.:  (1)  Large  copper  cents  issued  prior  to  1857;  (2)  nickel-copper  cents 
issued  from  1857  to  1864;  (3)  bronze  cents  issued  from  1864  to  1873;  (4) 
bronze  two-cent  pieces;  (5)  copper-nickel  three-cent  pieces;  and  (6)  copper- 
nickel  five-cent  pieces. 

Persons  holding  these  coins  and  desiring  their  exchange  for  the  minor  coins 
authorized  to  be  issued  by  the  sixteenth  section  of  the  Coinage  Act  of  1873. 
above  published,  may  present  or  forward  the  same  for  this  puimose  to  the 
Superintendent  of  the  Mint  of  the  United  States  at  Philadelphia,  Pennsylvania 
in  packages  containing  twenty  dollars  or  multiples  thereof,  properly  assorted 
and  separated  by  the  denomination  and  issue  above  specified. 
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Each  package  must  be  accompanied  by  a list  setting  forth  the  aggregate 
amount  of  coin  which  the  package  contains,  and  the  amount  of  each  denomina- 
tion and  issue,  together  with  the  name  and  post-office  address  of  the  party 
sending  the  same,  who  will  also  advise  the  Superintendent  of  the  Mint  of  the 
amount  and  denomination  of  minor  coins  desired  in  return,  and  designating 
the  city  or  town  most  convenient  to  him  to  which  he  desires  such  coins  to  be 
sent 


REDEMPTION  OF  MINOR  COINS. 


Persons  holding  coins  of  copper,  bronze,  or  copper-nickel,  authorized  by  law, 
and  desiring  their  redemption  in  lawful  money,  may  forward  the  same  for  this 
purpose  to  any  of  the  offices  of  redemption  hereinafter  specified,  putting  the 
coins  in  packages  of  twenty  dollars  each  or  multiples  thereof,  assorted  and 
separated  by  denominations  and  issues,  as  above  directed  in  cases  of  forward- 
ing for  exchange,  and  advising  the  officer  to  whom  sent  of  the  amount  and 
kind  of  coin  thus  forwarded,  and  the  place  (New  York,  Philadelphia,  Boston, 
New  Orleans,  or  San  Francisco)  at  wnich  the  transfer  check  to  be  drawn  by 
the  Treasurer  of  the  United  States  shall  be  made  payable. 

Upon  the  receipt  of  the  minor  coins  thus  forwarded  for  redemption,  the 
officer  to  whom  tney  are  sent  will  carefully  count  and  examine  the  same,  and 
thereupon  will  issue  a certificate,  to  be  at  once  transmitted  by  him  to  the 
Treasurer  of  the  United  States  a tr  Washington,  D.  C.,  which  certificate  shall 
state  the  amount  of  coin  received,  the  name  and  address  of  the  person,  com- 
pany, corporation,  or  firm  making  the  remittance,  and  the  place  at  which  the 
transfer  aieck  shall  be  made  payable. 

The  Treasurer  of  the  United  States  will,  upon  the  receipt  of  this  certificate* 
transmit  to  the  owner  of  the  coin  a transfer  check  payable  to  his  order,  in 
United  States  currency,  for  the  amount  specified  in  the  certificate,  the  check 
to  be  drawn  upon  the  Assistant  Treasurer  of  the  United  States  in  New  York, 
Philadelphia,  Boston,  New  Orleans,  or  San  Francisco,  at  the  option  of  the 
party  forwarding  the  coin. 

A detailed  register  of  purchases  and  exchanges  is  hereby  directed  to  be 
kept  in  the  Mint  at  Philadelphia,  and  a register  of  redemptions  in  each  office 
of  redemption. 

The  expenses  of  transportation  of  the  old  coins  thus  forwarded  for  exchange 
or  redemption  must  be  paid  by  the  parties  forwarding  them.  The  coin  in  re- 
tarn  will  be  forwarded  at  the  expense  of  the  United  States. 

Minor  coins  so  mutilated  that  they  cannot  be  identified,  or  materially  reduced 
® value  by  clipping  or  otherwise,  will  not  be  exchanged  or  redeemed. 

The  offices  of  redemption  herein  referred  to  are  as  follows : 

The  Superintendent  of  the  Mint  of  the  United  States,  Philadelphia,  Pa. 

The  Treasurer  of  the  United  States,  Washington,  D.  C. 

The  Assistant  Treasurer  of  the  United  States,  Boston,  Mass. 

The  Assistant  Treasurer  of  the  United  States,  New  York  City,  N.  Y. 

The  Assistant  Treasurer  of  the  United  States,  Philadelphia,  Pa. 

The  Assistant  Treasurer  of  the  United  States,  St.  Louis,  Mo. 

The  Assistant  Treasurer  of  the  United  States,  Charleston,  S.  C. 

The  Assistant  Treasurer  of  the  United  States,  New  Orleans,  La. 

The  Assistant  Treasurer  of  the  United  States,  Cincinnati,  Ohio. 

The  Assistant  Treasurer  of  the  United  States,  Chicago,  111. 

The  Assistant  Treasurer  of  the  United  States,  San  Francisco,  Cal. 

The  Assistant  Treasurer  of  the  United  States,  Baltimore,  Md. 

The  United  States  Depositary,  Buffalo,  N.  Y. 

The  United  States  Depositary,  Pittsburg,  Pa. 

The  United  States  Depositary,  Santa  Fe,  N.  M. 

The  United  States  Depositary,  Tucson,  Arizona. 

Silver  coins  will  not,  in  any  case,  be  received  for  redemption  or  exchange. 

Department’s  Circular  instructions  of  April  12,  1871,  March  24,  1873,  and 
April  16,  1873,  relation  to  the  purchase,  exchange,  and  redemption  of  minor 
corns,  are  hereby  abrogated.  Chas.  F.  Conant, 

Acting  Secretary  of  the  Treasury . 
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ty  Bank  Officers  and  Bankers  who  have  not  already  done  so  are  re- 
quested to  advise  this  office  immediately  of  any  changes  in  their  respective  insti- 
tutions, for  correction  in  the  lists  of  the  Banker’s  Almanac  and  Register  for 
1875.  The  courtesy  and  promptness  of  our  subscribers  are  of  more  value  than 
any  other  means  for  insuring  the  accuracy  of  these  lists,  and  the  time  for 
sending  them  to  press  is  rapidly  approaching. 

Orders  for  the  Cards  of  Banks  and  Bankers  to  appear  in  the  Almanac 
should  also  be  sent  on  at  once. 

CP*  It  will  be  remembered  that  the  Almanac  and  Register  will  hereafter  be 
sent  only  when  distinctly  ordered.  Those  who  order  and  pay  for  the  Almanac 
before  December  31st,  1874,  will  be  furnished  in  addition  with  a Supplement, 
containing  all  the  essential  changes  of  the  Second  Edition. 

Foreign  Banks  and  Bankers.— The  list  compiled  for  the  Banker’s  Almanac 
and  Register  for  1875  will  be  found  the  most  complete  and  reliable  that  has  ever 
appeared  in  print.  Through  the  valuable  aid  of  Mr.  Frederick  Martin,  Editor 
of  the  Statesman's  Manual , London,  an  American  publication  can  now  take  pre- 
cedence in  London  and  Paris  as  the  Banking  Directory  of  the  world. 


The  Redemption  Agency  at  Washington  has  resumed  its  operations  since 
our  last  issue.  Treasurer  Spinner  has  given  notice  that  the  notes  of  the  Second 
National  Bank  of  Lawrence,  Kansas,  wUl  no  longer  be  redeemed  by  the  Bureau. 
This  step  is  a necessary  preliminary  to  enable  the  Comptroller  of  the  Currency 
to  protest  these  notes  with  the  view  to  the  appointment  ol  a Receiver. 

Dividends  from  Suspended  Banks. — The  Comptroller  of  the  Currency  has 
declared  the  following  dividends  in  favor  of  creditors  : — National  Bank  of  the 
Commonwealth.  New  York,  twenty  per  cent.,  making  in  all  100  per  cent.  Farm- 
ers and  Citizens’  National  Bank,  Brooklyn,  four  per  cent.,  making  in  all  96  per  cent. 
First  National  Bank  of  Anderson,  Indiana,  fifteen  per  cent. 

The  Thirteenth  Call  of  5-20  Bonds  was  issued  by  the  Secretary  of  the 
Treasury  on  November  2d.  The  call  is  for  five  millions  of  dollars,  coupon  bonds, 
all  of  the  fourth  series,  on  the  2d  day  of  February  next,  when  interest  on  the 
bonds  will  cease.  That  is  to  say,  coupon  bonds  known  as  the  fourth  series, 
act  of  February 25,  1862,  dated  May  I,  1862,  as  follows,  numbers  all  inclusive:—* 

COUPON  BONDS. 

$50— No.  4201  to  No.  4861  $500 — No.  5001  to  No.  7000 

$100— No.  201  to  No.  10500  $1,000— No.  14901  to  No.  20000 

The  total  amount  called  for  redemption  since  August  1,  1874,  is  now  fifty-five 
millions,  equaling  the  amount  of  five  per  cent,  bonds  of  the  loan  of  July  14,  1870. 
and  January  20,  1871,  absolutely  subscribed  for  under  the  proposals  of  July,  1874* 
United  States  Securities  forwarded  for  redemption  should  be  addressed  to  the 
“ Loan  Division,  Secretary’s  Office,”  and  all  registered  bonds  should  be  assigned 
to  “ the  Secretary  of  the  Treasury  for  Redemption.” 

A defalcation  was  discovered  on  November  14th  in  the  ccounts  of  one  of 
the  book  keepers  of  the  Pacific  Bank  of  this  city,  to  the  amount  of  about  $22,000. 
The  defaulter,  Charles  Whiteman,  is  a young  man  who  has  been  for  eleven  years 
in  the  service  of  the  bank.  He  had  charge  of  one  of  the  individual  ledgers,  and 
by  a series  of  fictitious  entries,  obtained  the  money  from  time  to  time  through  a 
depositor’s  account.  The  bank  saves  some  $5,000  through  the  bonds,  &c.,  of  the 
delinquent,  and  the  loss  is  but  a trifling  percentage  on  its  surplus. 
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The  New  York  Gold  Exchange  held  its  annuil  election  of  officers  on 
October  19th.  The  following  gentlemen  w^re  chosen  for  1874—5  : 

President,  James  B.  Colgate;  First  Vice-President,  E.  T.  Braga w ; Second 
Vice-President,  W.  J.  Hutchinson;  Treasurer,  R.  L.  Edwards;  Secretary,  Wm. 
P.  Wescott. 

The  Standing  Committees  are  as  follows  : 

Executive  Committee. — C.  O.  Morris,  Townsend  Cox,  Wm.  Fitch,  J.  N. 
Ewell,  L F.  Underhill,  Jas.  Curphey,  H.  R.  Moore,  Geo.  H.  Kennedy,  C.  E. 
Newbold. 

Finance  Committee.— E.  S.  Ballin,  Jas.  Seligman,  Geo.  D.  Arthur,  W.  Harman 
Brown,  L.  C.  Meyer. 

Arbitration  Committee. — Geo.  A.  Fapshaw,  J.  H.  Tucker,  Jas.  H.  Cross,  W. 
H.  Jameson,  C.  Knoblauch. 

Committee  on  Admissions. — W.  B.  Sancton,  H.  Bird,  A.  V.  Richards,  N. 
Dessau,  A C.  Fuller,  A.  V.  Castellanos,  C.  W.  Keep,  T.  C.  Buck,  C.  Garlichs. 

Spurious  Certificates  of  Stock.  Action  of  the  Stock  Exchange.— 
In  order  to  guard  against  spurious  certificates,  the  Governing  Committee  of 
the  Stock  Exchange  nave  voted  to  request  such  companies  as  still  use  litho- 
graphed certificates,  to  substitute  therefor,  as  soon  as  possible,  certificates 
engraved  by  some  responsible  bank-note  company  which  is  in  the  habit  of 
retaining  the  plates.  The  following  rules  have  been  adopted  by  the  Committee 
on  Stock  List,  for  applicants  to  have  securities  put  on  the  Stock  Exchange  list : 

Rule  i.  In  all  cases  of  application  for  placing  either  bonds  or  stocks  on  the 
list,  it  is  required  that  a sample  of  each  issue  shall  be  shown  to  the  Chairman 
of  the  Committee,  so  as  to  ascertain  whether  proper  precautions  have  been 
taken  against  forgery;  and  no  form  of  stock  certificate  will  be  accepted  unless 
it  has  been  carefully  engraved  by  some  responsible  bank-note  engraving  company. 

2.  Applications  to  place  bonds  on  the  list  must  state  the  amount  of  the 
issue,  the  date  of  issue,  the  time  when  due,  the  names  of  the  trustees,  the  par 
value  of  each  kind  of  bond  issued,  and  the  series  of  the  number  in  each 
mortgage. 

3.  All  active  stocks  must  be  registered  at  some  institution  satisfactory,  to 
the  Committee ; and  each  application  must  be  accompanied  by  a letter  from 
the  registrar  stating  the  amount  of  stock  registered  at  the  time  of  application, 
and  also  by  * the  form  of  agreement  with  registrars  ” duly  executed,  provided 
such  form  has  not  been  already  filed  with  the  Committee. 

4.  All  applications  must  be  accompanied  by  a full  statement  of  the  condi- 
tion of  the  Company,  a list  of  its  officers,  &c.,  and  when  possible  it  should  be 
made  by  an  officer  of  the  Company. 

5.  After  any  stock  has  once  been  placed  on  the  list,  any  change  in  the 
form  of  certificate  or  place  of  registry  must  receive  the  consent  of  “ the  Com- 
mittee on  Securities  at  Large,”  or  the  stock  will  be  liable  to  be  stricken  from 
the  list. 

6.  The  attention  of  applicants  is  also  called  to  the  following  resolution  of 
the  Governing  Committee  of  the  Stock  Exchange: 

**  That  all  applications  for  the  admission  of  securities  to  the  stock  list  shall 
he  accompanied  by  a fee  of  fifty  dollars,  to  cover  the  cost  of  printing  and  other 
expenses  of  the  Committee,  said  fee  to  become  the  property  of  the  Exchange 
whether  the  application  is  accepted  or  rejected.” 

John  T.  Denny,  Chairman. 

The  Rights  of  Corporations.— The  United  States  District  Court  at  New 
York  decided,  on  November  12th,  that  a corporation  must  answer  a bill  under  seal 
mid  not  under  oath ; that  the  officers  of  a corporation  cannot  be  compelled  to 
answer  interrogatories  under  oath  because  they  are  not  defendants.  No  one  but 
a defendant  can  be  compelled  to  answer  interrogatories  in  a bill.  If  the  officers 
of  a corporation  are  made  parties,  the  answer  must  be  under  seal  and  without 
5^1  and  the  answers  must  be  stated  therein  according  to  the  knowledge, 
information  and  belief  of  its  officers,  as  obtained  from  all  proper  sources  of 
information. 
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A New  York  State  Law  requires  that  eight  days’  notice  shall  be  given 
before  application  to  a Court  to  appoint  a Receiver  of  a broken  bank.  In  a suit 
against  the  Eighth  National  Bank  of  New  York  the  decision  of  Judge  Blatchford 
indicates  that  this  does  not  apply  to  other  than  State  institutions.  So  far  as  they, 
too,  are  concerned,  it  seems  to  be  a dead  letter. 

Mr.  Joseph  Stuart,  of  the  banking  firm  of  J.  & J.  Stuart,  died,  on  Novem- 
ber 19th,  of  apoplexy.  Mr.  Stuart  was  born  November  25,  1803,  in  the  County 
Armagh,  Ireland.  He  emigrated  to  this  country  in  1827,  and  in  the  following 
year  established  the  existing  dry  goods  firm  of  Stuart  Brothers  in.  Philadelphia,  in 
connection  w'ith  his  brothers,  John  and  David,  now  heads  of  Manchester  and 
Liverpool  banking  houses.  In  1833  he  removed  to  New  York,  and  took  charge 
of  the  dry  goods  house  of  J.  & J.  Stuart,  founded  in  1831,  and  continued  until 
1851,  when  its  business  was  changed  to  that  of  banking.  Mr.  Stuart  was  a 
Director  and  Vice-President  of  the  Mercantile  National  Bank. 

The  Need  of  Work. — The  large  number  of  unemployed  persons  in  New 
York  at  this  time  is  indicated  by  the  registered  lists  at  the  Bowery  Branch  of  the 
Young  Men’s  Christian  Association.  They  show  not  only  decent  men  who  are 
willing  to  work  through  the  winter  for  very  small  wages,  but  also  a large  number 
of  men  who  will  work  for  the  winter  for  their  living  only.  Persons  having 
employment  to  furnish  can  address  Mr.  John  Dooly,  Secretary,  134  Bowery. 

The  Liability  of  Stockholders. — An  Alabama  District  Court  has  just 
decided  that  each  stockholder  in  a bank  is  liable  only  to  pay  a sum  which  shall 
bear  the  same  proportion  to  the  whole  indebtedness  that  his  stock  bears  to  the 
whole  capital. 

California. — A curious  question  has  just  been  raised  by  two  California  banks. 
The  Capital  Savings  Bank  of  Sacramento  and  the  Odd  Fellows*  Bank  of  Savings 
have  refused  to  pay  their  city  taxes  upon  the  following  ground,  namely,  that  the 
money  in  their  vaults  is  United  States  gold  or  silver  coin,  United  States  Treasury 
notes,  or  notes  of  banks  chartered  by  the  United  States,  deposited  with  them,  and 
not  subject  to  taxation  ; and  further,  that  the  solvent  debts  assessed  against  the 
banks  were  created  by  loaning  such  deposits,  and  therefore  they  are  not  subject  to 
taxation.  Suit  has  been  brou^pit  against  these  two  banks  to  recover  the  delinquent 
taxes,  and  the  question  will  be  judicially  disposed  of. 

The  New  California  Mint. — This  magnificent  building,  on  the  corner  of 
Mission  and  Fifth  streets.  San  Francisco,  was  formally  delivered  to  the  local 
Superintendent,  Gen.  G.  O.  Lagrange,  on  November  jth.  This  is  considered  the 
finest  mint  edifice  in  the  world,  and  the  most  perfect  in  all  its  appointments  and 
machinery.  The  Bulletin  of  San  Francisco  remarks  : 

“ The  necessity  of  such  a mint  as  we  are  now  to  possess  has  been  more  and 
more  manifest.  The  average  coinage  for  the  past  twelve  years  has  been  steadily 
increasing  from  sixteen  or  seventeen  millions,  until  now  it  reaches  twenty-five 
millions.  During  the  last  four  months  the  coinage  is  over  twelve  million  dollars, 
and  the  demands  of  commerce  for  the  new  trade  dollar  are  becoming  very  great 
In  the  present  quarter  twenty  thousand  pieces  a day  is  about  all  that  can  be 
safely  attempted,  though  it  has  sometimes  been  exceeded.  In  the  new  mint  the 
facilities  for  increase  are  such  that  the  work  can  be  multiplied  to  any  degree  of 
our  possible  requirements  in  the  future.” 

Altered  Checks. — In  the  case  of  the  Mutual  Building  Association  No.  3 
against  the  National  Exchange  Bank,  the  Superior  Court  has  just  given  an 
opinion  that  is  of  much  importance  to  bankers,  and  being  in  conformity  with 
the  decision  of  the  Court  of  Appeals,  is  directly  contrary  to  the  opinion  given 
by  the  Superior  Court  in  the  Parkersburg  cases.  The  funds  of  the  Building 
Association  were  in  the  National  Exchange  Bank,  and  checks  were  signed  by 
two  officers  of  the  Building  Society.  One  of  them  altered  the  checks  Dy  rob- 
bing out  “ pay  to  order”  and  made  it  read  “pay  to  bearer.”  As  the  alteration 
was  known  to  be  in  the  handwriting  of  an  officer  of  the  Building  Society  who 
was  known  to  have  the  right  to  draw  the  checks,  the  change  excited  no  sus- 
picion, and  the  bank  paid  to  him  the  amount  of  the  checks  and  he  escaped. 
The  decision  of  the  Court  is  that  the  bank  could  not  be  expected  to  know 
that  the  alteration  had  been  fraudulently  made,  and  could  not  guard  against 
the  technical  forgeiy,  and  consequently  the  Building  Association  must  bear  the 
loss  from  the  fraudulent  conduct  of  its  officer. — Baltimore  American. 
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Connecticut. — The  Receivers  of  the  Townsend  Bank  of  New  Haven  report 
that  the  good  assets  exceed  68  per  cent,  of  the  liabilities,  and  that  they  hope  to 
realize  a considerable  addition  from  the  doubtful  assets,  which  amount  to  over 
$900,000. 

Indiana. — The  report  of  the  Auditor  of  State  for  the  year  ending  October  31, 
1874,  is  just  completed,  and  submitted  to  the  Governor.  An  abstract  of  its  con- 
tents in  the  Cincinnati  Times  furnishes  the  following : 

Savings  Banks. — The  Legislature  of  1869  passed  a law’  urfder  which  were 
organized  the  savings  banks  now  in  operation.  They  are  located  in  Indianapolis, 
2,  Lafayette,  2,  Fort  Wayne,  Laporte,  fivansville.  South  Bend  and  Terre  Haute. 
Their  aggregate  deposits  now  amount  to  $1,220,000  They  pay  an  average  of  8 
per  cent,  to  depositors,  and,  with  the  exception  of  the  one  in  Fort  Wayne,  are  all 
doing  well,  and  promising  finely  for  the  future.  The  smallest  deposit  is  in  the 
Laporte  bank — 12  cents ; ana  the  largest  is  in  one  of  the  Lafayette  banks — 
$9,826.  76  The  Fort  Wayne  bank  will  go  out  of  business  on  the  1st  of  January 
next.  The  Indianapolis  Savings  Bank  commenced  business  on  the  6th  of  Novem- 
ber, 1871 ; and  in  March  last,  the  date  of  its  official  examination,  its  deposits 
amounted  to  $132,600.67.  It  now  has  a line  of  deposits  of  over  $192,000,  and 
4,000  depositors.  It  has  paid  10  per  cent,  per  annum  in  half-yearly  dividends 
ever  since  it  opened. 

Nine  banks  of  discount  and  deposit  have  been  organized  under  the  law  of 
1873.  Twelve  of  the  old  free  banks  have  not  yet  been  fully  paid  out,  but  as 
none  of  their  notes  have  been  presented  for  redemption  within  the  last  two  years, 
the  Auditor  suggests  that  that  bureau  be  closed,  and  the  State  saved  the  expenses 
of  its  further  maintenance. 

The  State  debt  is  said  to  be  $1,172,755,  and  the  Domestic  debt  $3,904,782. 
There  were  redeemed  during  1873  and  1874  Internal  Improvement  Bonds 
amounting  to  $485400,  including  the  interest  since  1836.  The  money  is  ready  to 
redeem  the  remaining  94  bonds  whenever  presented. 

Defalcations  in  Boston. — Two  banks  in  Boston  have,  during  the  past 
month,  discovered  fraud  by  officials.  In  the  First  Ward  National  Bank,  the 
cashier,  Henry  A.  Roberts,  is  a defaulter.  The  suspicions  of  the  directors 
having  been  excited,  they  set  experts  at  work  to  investigate  matters.  Mean- 
while the  cashier  left  the  bank.  The  result  shows  him  to  be  a defaulter  to 
the  amount  of  $26,000,  or  over.  Mr.  Roberts,  it  appears  from  the  report,  had 
been  in  the  habit  of  making  fictitious  charges  to  the  New  York  correspondents 
of  the  bank,  representing  remittances  made,  when  the  money  was  really  appro- 
priated to  his  own  personal  use.  In  January  last  he  drew  four  checks  amount- 
ing to  $3,263,  crediting  them  as  only  $132.  The  loss  is  supposed  to  be  about 
$30,000.  In  the  National  Bank  ot  Redemption,  the  assistant  teller,  George 
H.  Kingsbury,  was  arrested  for  embezzlement.  He  had  been  in  the  habit,  for 
two  years,  of  taking  checks  and  drafts  from  other  banks  and  appropriating 
them  to  his  own  use,  and  covering  up  the  fraud  by  doctoring  his  accounts. 
There  was  no  supervision  exercised  over  him  which  prevented  his  keeping  up 
this  practice,  but  frequent  mistakes  in  the  accounts  rendered  to  the  other  banks 
finally  led  to  suspicion,  and  the  laying  of  a snare  to  catch  him.  He  confesses  to 
taking  $31,000,  of  which  he  has  returned  $24,000,  the  balance  being  used  up. 
It  is  said  that,  receiving  a salary  of  but  $800  a year,  and  having  a family  to 
support,  he  took  the  funds  of  the  bank  under  the  pressure  of  actual  want 

Michigan. — A fine  building  is  under  contract  for  erection  for  the  Muskegon 
National  Bank,  which,  besides  being  unusually  commodious  and  convenient,  prom- 
ises the  utmost  security  against  both  fire  and  burglary.  It  fronts  on  two  streets, 
6°  by  130  feet,  and  will  be  highly  ornamental  to  the  city. 

Nebraska. — Mr.  Edward  Creighton,  President  of  the  First  National  Bank  of 
Omaha  since  its  organization,  died  in  that  city  on  November  5th,  after  a brief  ill- 
ness of  two  days,  aged  54  years.  Mr.  Creighton  was  a man  of  remarkable  ability 
and  energy.  He  removed  to  Omaha  in  1857,  and  has  been  prominently  identified 
with  a number  of  public  enterprises  in  that  region,  as  well  as  in  banking.  Mr. 
Creighton  had  gained  not  only  ample  means,  but  the  respect  and  esteem  of  the 
immunity  to  a degree  which  caused  his  loss  to  be  felt  as  a public  bereavement. 
The  Omiha  Herald,  in  a sketch  of  his  career,  gives  the  key  to  this  regret  in  the 
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following : M He  was  full  of  charity  to  the  suffering.  In  him  the  poor  man 
always  had  a friend  who  never  forgot  him.  Edward  Creighton  prized  personal 
honor  as  the  crowning  jewel  in  the  casket  of  a sound  moral  character.  He 
cherished  his  own  with  constant  jealousy.  His  word  was  as  good  as  his  bond, 
and  he  was  the  very  soul  of  honesty.  All  his  acts  were  tested  at  the  tribunal  of 
his  conscience,  by  which  they  were  sanctioned.  His  loss  is  a public  loss  to  this 
town  and  State,  which  his  enterprises  have  done  so  much  to  found  and  fashion, 
and  will  be  keenly  felt  by  the  great  interests  with  which  he  was  connected. 

New  Hampshire. — The  Five  Cents  Savings  Bank  of  Milford  suspended, 
October  30th,  with  liabilities  of  half  a million  dollars.  The  Committee  of  Ex- 
amination report  that  the  securities,  estimated  at  the  lowest  possible  figures,  show 
a deficit  of  only  4^  per  cent.,  and  unanimously  recommend  the  continuation  of 
business. 


Special  Deposits. — The  First  National  and  Indian  Head  National  Banks  in 
Nashua  have  requested  all  persons  having  valuable  packages  deposited  in  their 
vaults  for  safe  keeping  to  withdraw  the  same  immediately. 

Philadelphia. — The  November  Dividends  of  National  and  State  Banks 


are  as  follows: 

Per 

cent 

Second  National  Bank 5 .. 

Third  National  Bank 5 .. 

Sixth  National  Bank 5 .. 

Seventh  National  Bank 3 .. 

Central  National  Bank 6 

City  National  Bank 6 .. 

Commercial  National  Bank 5 .. 

Commonwealth  National  Bank....  2 .. 
Consolidation  National  Bank.....  6 .. 

Corn  Exchange  National  Bank 6 .. 

Farmers  and  Mechanics’  N.  Bank  5 .. 

Girard  National  Bank 0 .. 

Kensington  National  Bank 6 .. 

Manufacturers*  National  Bank 4 .. 


Per 

cat 

Mechanics’  National  Bank 6 

National  Bank  of  Commerce 4 

National  Bank  of  Germantown — 6 

National  Bank  of  Northern  Liber- 
ties   10 

National  Bank  of  the  Republic — 


Penn  National  Bank 5 

Philadelphia  National  Bank 7 

Southward  National  Bank 10 

Tradesmen’s  National  Bank i° 

Union  National  Bank 5 

Western  National  Bank 5 

West  Philadelphia  Bank 4 


These  dividends  are  the  same  in  each  case  as  those  of  May  last,  except 
that  of  the  Penn  National  Bank,  then  6 per  cent.  Compared  with  those  of 
November,  1873,  the  only  variations  are : Commonwealth  National.  3 ; Mechan- 
ics* National,  5;  Southwark  National,  12;  Bank  of  America,  4. 


The  Ledger  states : “ The  amount  of  capital  divided  upon  by  our  banks  at  the 
present  semi-annual  period  is  $14,915,650,  and  the  aggregate  of  dividends  is 
$808,500,  against  $14,767,000  of  capital  and  $803,710  ot  dividends  at  the  May 
period,  being  an  increase  of  $188,650  in  capital  and  $4,790  of  dividends  for  this 
November  period.  The  Central  National  Bank  increased  its  dividend  I per  cent, 
and  all  the  others  made  the  same  dividends  as  at  the  May  period,  except  the  Bank 
of  America  and  the  Spring  Garden  Bank,  which  have  passed  their  dividends. 
The  last-named  bank  is  putting  up  a handsome  and  substantial  new  banking 
house,  and  prudently  withholds  dividends  until  that  expenditure  shall  have  been 
overcome.  It  will  be  seen  from  these  figures  that,  notwithstanding  the  supply  of 
money  for  the  last  half  year  has  been  most  abundant,  and  the  rate  unusually  low, 
the  profits  of  the  banks  have  been  fully  maintained.” 


Fraudulent  Warrants. — Several  thousand  dollars’  worth  of  bogus  city 
warrants  wire  purchased  on  November  10th  by  brokers  on  Third  street.  The 
warrants  counterfeited  were  those  of  school  teachers.  The  forgeries  were  so 
well  executed  that  even  the  City  Comptroller  believed  his  signature  to  be  correct. 
A man  giving  the  name  of  William  H.  Randall,  and  a confederate,  name  unknown, 
who  narrowly  escaped  arrest,  are  the  guilty  parties.  One  party  discovered  the 
swindle  in  time  to  prevent  his  check  for  two  thousand  dollars  being  cashed.  The 
extent  of  the  swindle  reaches  fifteen  thousand  dollars,  being  about  $2,000  to  each 
firm. 
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Virginia. — T.  T.  Broocks,  President  of  the  Merchants*  National  Bank, 
Petersburg,  was  convicted  on  November  10th  in  the  United  States  Circuit  Court 
at  Richmond,  of  embezzlement  and  false  entries. 


Canada. — Another  of  the  leading  institutions  of  Canada,  the  Merchants’  Bank, 
has  decided  to  open  an  office  in  New  York  at  the  beginning  of  Jhe  new  year.  Its 
representative  will  be  Mr.  Walter  Watson,  recently  of  the  firm  of  Morton,  Bliss 
Sc  Co.  The  bank  is  also  about  to  establish  a branch  in  London,  England. 

The  Bank  of  Ottawa,  at  Ottawa,  commences  business  with  a capital  of 
$1,000,000 about  December  1st  The  officers  are:  James  Maclaren,  President; 
Charles  Magee,  Vice-President ; and  Patrick  Robertson,  Cashier.  A branch  is 
established  at  Amprior,  under  charge  of  D.  M.  Finnie,  Agent  Their  New  York 
correspondents  are  Messrs.  Harper  & Goadby,  Wall  street 

Defalcation. — The  Bank  of  Montreal  has  been  the  victim  of  a defalcation  by 
one  of  the  clerks  in  the  savings  department  of  the  Montreal  office.  The  amount 
of  the  loss  is  stated  at  $22,000.  It  appears  that  even  the  most  excellent  and 
effective  system  pursued  by  this  bank  regarding  its  employees  is  not  sufficient  to 
prevent  fraud  and  dishonesty  in  some  cases ; but  the  same  may  doubtless  be  said 
of  every  system  that  fallible  man  can  devise. — Monetary  Times,  Toronto. 


ft 

OFFICIAL  BULLETIN  OFi  NEW  NATIONAL  BANKS, 
Authorized  Oct.  22  to  Nov.  18,  1874. 


Name  and  Place. 

President  and  Cashier. 

Capital 

A uthorixed. 

Paid. 

2196  Nat  Bank  of  Newcastle, 

Newcastle,  Ky 

Geo.  C.  Castleman ... 
John  W.  Matthews. 

$ 50,000  . 

$ 50,000 

2197  Farmers*  Nat.  Bank, 

Centreville,  Iowa.. 

D.  C.  Campbell 

S.  W.  Wright 

50,000  . 

50,000 

2198  Nat.  Bank  of  Shelbyville, 

Shelbyville,  Tenn.. 

Edward  Cooper 

A.  Friessner 

50,000  . 

35.000 

2199  Miners*  National  Bank, 

Georgetown,  Col.. 

J.  L.  Brownell 

Thos.  W.  Phelps  .. 

150,000  . 

85.3*5 

2200  Mechanics*  National  Bank, 
Nashville,  Trnn... 

Benj.  F.  Wilson 

W.  C.  Butterfield.. 

100,000  . 

100,000 

2201  First  National  Bank, 

Tell  City,  Ind 

Charles  Stein  auer 

G.  Huthsteiner 

50,000  . 

30,000 

2202  Bundy  National  Bank, 

Newcastle,  Ind.  . . . 

M.  L.  Bundy 

L.  E.  Bundy 

50,000  . 

35»°°° 

2203  First  National  Bank, 

New  Lisbon,  Ohio. 

John  McDonald 

0.  W.  Kyle 

50,000  . 

35»°°° 

2204  First  National  Bank, 

Areola,  III.  

James  Beggs 

A.  L.  Clarke 

50,000  . 

35f°°° 

2205  Second  National  Bank, 

Monmouth,  III 

Chancy  Hardin 

F.  W.  Harding 

50,000  . 

50,000 

2206  Caveraa  National  Bank, 

Caveraa,  Ky. 

T.  T.  Alexander 

H.  S.  Shoudy 

50,000  . 

50,000 

2207  Boonville  National  Bank, 

Boonville,  Ind 

Lewis  J.  Miller 

Enos  W.  Bethell . . . 

50,000  . 

50,000 
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NEW  BANKS,  BANKERS  AND  SAVINGS  BANKS. 

( Monthly  List , continued  from  November  Number,  page  402. ) 
gg*  Additions  for  this  list  are  solicited  from  the  subscribers  to  this  work. 

New  York  City  : 

Bates  & Bostwick,  13  Broad  Street.  W.  R.  Utley,  4 Wall  Street. 

Place  and  State.  Name  of  Bank.  N.  K.  Carree/ondenL 

Arkadelphia, Ark..  . Robert  Beauchamp Merchants’  Ex.  Nat.  Bank. 

Hot  Springs,  “ .'. . . Sumpter  & Smith Jameson,  Smith  & Cotting. 

Hollister,  Cal. Bank  of  Hollister J.  & W.  Seligman  & Co. 

Georgetown,  Col...  Miners’  National  Bank Kountze  Brothers. 

Danbury,  CONN Union  Savings  Bank 

Washington,  D.  C..  Bigelow  & Benjamin First  National  Bank. 

Augusta,  Ga L.  Gambrill 

Macon,  “ Mutual  Loan  Association 

Altona,  III...  A.  P.  Johnson  & Co City  National  Bank,  Chicago. 

Areola,  “ ..  First  National  Bank 

Huntsville,  “ . . Preston,  Lake  & Co W.  R.  Preston  & Co. 

Monmouth,  44  ..  Second  National  Bank 

Peoria,  44  ..  Savings  Bank  of  Peoria 

Pinckneyville,  44  ..  Murphy,  Wall  & Co 

Watseka,  “ . . J.  Watzenbaugh  & Co 

Boonville,  Ind.  . Boonville  National  Bank 

Lawrenceburg,  “ ..  Lawrenceburg  Banking  Co. ..  

Newcastle,  44  ..  Bundy  National  Bank 

Tell  City  “ ..  First  National  Bank 

Centreville,  Iowa  . . . Farmers’  National  Bank 

Iowa  Falls,  44  ...  Bank  of  Iowa  Falls Corbin  Banking  Co. 

Keokuk,  44  .. . H.  G.  Boon  & Co Donnell,  Lawson  & Co. 

Alma,  Kan.  ..  Western  Financial  Association  

Augusta,  “ ...  Geo.  W.  Brown Donnell,  Lawson  & Co. 

Leavenworth,  44  ...  German  Savings  Bank German  American  Bank. 

Cavema,  Ky...  Caverna  National  Bank 

Elizabethtown,  44  . ..  L.  M.  Longshaw J.  B.  Alexander  & Co. 

Newcastle,  44  ...  National  Bank  of  Newcastle.  . 

Baltimore,  Md Frank,  Rosenburg  & Co National  Citizens’  Bank. 

Boston,  Mass Charles  A.  Sweet  & Co Edward  Sweet  & Co. 

44  44  William  N.  Field  & Co 

St.  Louis,  Mich Merchants  and  Farmers’  Bank  Geo.  Opdyke  & Co. 

Minneapolis,  Minn.  Mendenhall  Savings  Bank 

44  44  Farmers  & Mechanics’ S.  Bank  

St.  Louis,  Mo Kohn  & Co Netter  & Co. 

Moberly,  44  Avery  & Wool  folk Donnell,  Lawson  & Co. 

Kearney  Junct.,  Neb.  Kearney  Bank Kountze  Brothers. 

Jersey  City,  N.  J City  Bank American  Ex.  National  Bank 

Scherievus,  N.  Y. . ..  J.  T.  Thompson Imp.  & Traders*  Nat.  Bank 
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Cincinnati,  Ohio..  Lea,  Sterrett  & Co 

Bowling  Green,  “ ..  Beverstock,  Merry  & Co. 

Batesville,  44  ..  First  National  Bank 

Geneva,  “ ..  J.  L.  Morgan 

Mt  Sterling,  “ ..  Farmers’  Bank 

New  Lisbon,  “ ..  First  National  Bank 

Martinsville,  u ..  Farmers’  Bank 


Tenth  National  Bank. 

Imp.  & Traders*  Nat  Bank. 


Great  Bend,  Pa Wakeman  & Dusenbury National  Currency  Bank. 

Reynolds  ville,  “ .. . D.  C.  Oyster  & Co Union  Banking  Co.,  Phila. 

Scranton,  44  . . . Scranton  S.  B.  & Trust  Co. . . Merchants’  Ex.  Nat.  Bank. 


Charleston,  S.  C. ..  . Carolina  Savings  Bank Williams,  Birnie  & Co. 

Charlestown,  Tenn.  Hiawassee  Savings  Assoc’n..  R.  T.  Wilson  & Co. 

Nashville,  44  . Mechanics’  National  Bank... . 

Shelbyville,  “ - .'  National  Bank  of  S 

Rockdale,  Texas J.  H.  Tracy  & Bro Swenson,  Perkins  & Co. 

Clarksville,  Va Bank  of  Clarksville 

Marinette,  Wis Stephenson  Banking  Co First  National  Bank. 

Muscoda,  44  A.  J.  McCarn  & Co 


CHANGES  OF  PRESIDENT  AND  CASHIER. 

( Monthly  List;  continued  from  November  No.,  page  401. ) 

November.  1874. 

QT  Banks  are  requested  to  furnish  prompt  notice  of  any  future  changes 
Name  0/  Bank.  Elected.  In  place  0/ 

German  American  Bank,  N.  Y.  City.  D.  Salomon,  Pres Emil  Sauer. 

Hurlbut  N.  B.,  West  Winsted, Conn. Wm.  L.  Gilbert,  Pres..  Rufus  F.  Holmes. 

44  44  44  44  Henry  Gay,  Cash C.  B.  Holmes. 

Second  Nat.  Bk.,  Washington,  D.  C.H.  C.  Swain,  Cash W.  H.  Griffith. 

Edgar  County  Nat.  Bk.,  Paris,  III.  R.  N.  Parrish,  Pres Calvin  W.  Levings. 

German  Savings  Bank,  Peoria,  “ Oscar  Furst,  Cash Max  Strehlow. 

Mechanics*  Nat.  Bk.,  44  “ Henry  P.  Ayres,  Cash.. John  B.  Smith. 

Monmouth  Nat.  B.,  Monmouth,  44  George  F.  Harding, Pres.  A.  C.  Harding. 

44  44  44  “ A.  W.  Harding,  Cash. . . A.  H.  Harding. 

Vermilion  County  B.,  Danville,  44  Thomas  S.  Parks,  Cash. Jesse  R.  Holloway. 

First  National  Bank,  Kokomo,  iND.Ithamer  Russell,  Pres. . .Thomas  Jay. 

Citizens*  Bank,  Des  Moines,  Iowa, J.  G.  Rounds,  Cash John  A.  Elliott. 

Davenport  S.  B.,  Davenport,  44  R.  Smetham,  Cash Francis  Ochs. 

Farmers*  Ex.  B.,  Steamboat  Rock,  “ E.  W.  Skerry,  Cash D.  W.  vTurner. 

Leavenworth  Savings  Bank,  Kan.  ..George  R.  Hines,  Pres.  .E.  Hensley. 

First  National  Bank,  Lexington,  Ky.S.  P.  Kenney,  Pres Jacob  Hughes. 

Citizens*  Nat.  Bmk,  Louisville,  44  O.  V.  Wilson,  Cash 

First  National  Bank,  Richmond,  44  W.  R.  Letchen,  Cash..  .W.  M.  Irvine. 
Madison  Nat.  Bank,  *‘  44  J.  S.  Bronston,  Pres. ...  Silas  T.  Green. 

Bk.  of  Shelbyville,  Shelbyville,  44  Gorden  Logan,  Pres.... Josephus  H.  Wilson.. 

Gtizens*  B.  of  La.,  New  Orleans,  La.  James  J.  Tarleton,  Cash.  J.  L.  Delery. 

New  Orleans  N.  B.,  44  “ Albert  Baldwin,  Pres. . .Jesse  K.  Bell. 

“ 44  44  44  John  H.  Pike,  Cash Richard  Jones.* 
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Cobbossee  Nat.  Bk.,  Gardiner,  Me.  James  Stone,  Pres Stephen  Young.* 

Traders*  Nat.  Bk.t  Baltimore,  Md..  Isaac  S.  George,  Pres.. William  H.  Tuck. 

New  England  N.  B.,  Boston,  Mass. Charles  F.  Swan,  Gw*.  Seth  Pettee.* 

N.  Hide  & Leather  B.,  44  “ George  N.  Jones,  Cash.  William  Basse.. 

First  National  Bank,  Greenfield,  44  J.  W.  Stevens,  Cash W.  I.  Jenkins. 

Prescott  National  Bank,  Lowell,  44  D.  S.  Richardson,  Cash. Charles  B.  Cobum. 

Mechanics*  N.  B.,  Newburyport,  “ F.  O.  Woods,  Cash John  Andrews. 

Falmouth  Nat.  Bank,  Falmouth,  44  E.  Gould,  Pres Oliver  C.  Swift. 

Crocker  N.  Bk.,  Turner’s  Falls,  44  Samuel  Sewall,  Jr., Cash.'R.  N.  Oakman. 

First  National  Bank,  Pontiac,  MlCH.David  Ward,  Pres C.  Dawson. 

44  44  44  44  Charles  Dawson,  Cash..E.  B.  Comstock. 

44  44  Negaunee,  44  John  B.  Maas,  Pres Henry  E.  Haydon. 

44  44  44  44  F.  E.  Snow,  Cash .Fred.  Stafford. 

People's  Bank,  Manchester,  44  S.  W.  Clarkson,  Cash  Chas.  H.  Richmond. 
Lumb’m'n’s  State  B.,  Whitehall,  44  Albert  Mears,  Pres John  P.  Cook. 

First  National  Bk.,  Owatonna,  Minn.  Loring  Andrews, -4.  C.  -D.  S.  Kinyon.* 

Kansas  City  N.  B.,  Kansas  City,  Mo. Joseph  M.  Chick,  Cash. J.  M.  Smith. 

Nat.  Efch.  Bank,  Jefferson  City,  44  Philip  E.  Chappell,  Pres. H.  Clay  Ewing. 

44  44  44  44  Nich.  E.  Miller,  Cash... Philip  E.  Chappell. 

Merchants*  Nat.  Bk.,  St.  Louis,  44  Jos.  E.  Yeatman.  Pres  .Lewis  B.  Parsons. 
Central  Savings  Bank,  44  44  H.  J.  Spannhorst,  Pres. Henry  L.  Patterson. 

Merchants’  Bank,  Lincoln,  Neb John  R.  Clark,  Cash  ..George  P.  Eaton. 

First  National  Bk.,  Port  Jervis,  N.  Y.M.  C.  Everitt,  Pres Jacob  Hombeck. 

44  44  44  44  C.  F.  Van  Inwegen,  Gw.M.  C.  Everitt 

National  Bank  of  Fort  Edward,  44  E.  D.  Nash,  Pres F.  D.  Hodgman. 

First  National  Bank,  Oneonta,  44  S.  R.  Follett,  Cash Egbert  M.  Carver. 

Oneida  County  Bank,  Utica,  44  Francis  Kernan,  Pres. ..  Charles  H.  Doolittle. 
Merchants’  B nk,  Watertown,  44  Willard  Ives,  Pres Norris  Winslow. 

National  Ex.  Bk.,  Columbus,  Ohio. George  W.  Sinks.  .(Not  Links,asinNov. No.) 
Merchants*  N.  B.,  Middletown,  44  John  M.  Loehr,  Ca sh. ..  Francis  P.  Loehr. 
Morgan  S.  & Loan  As.,  Morgan,  44  Abel  W.  Watkins,  /Vrj.Ichabod  Champion. 

44  44  44  44  44  Wm.  W.  Watkins,  Gw*.  Abel  W.  Watkins. 

First  Nat.  B.,  Upper  Sandusky,  44  Sylvester  Watson,  Pres. Thomas  V.  Reber. 

44  44  44  44  James  G.  Roberts,  Gw*. Sylvester  Watson. 

Wadsworth  Bank,  Wadsworth,  44  J.  Lytle,  Pres C.  N.  Lyman. 

44  44  44  44  A.  L.  Corman,  Cash H.  A.  Brotts. 

Penn  National  Bk.,  Philadelphia,  Pa. Gillies  Dallett,  Pres . . Thos.  P.Stokesbury. 
N.  B.  North’n  Liberties,  44  44  Wm.  Gummere,  Pres..  .Joseph  Moore. 

44  44  44  44  John  Rapson,  Cash William  Gummere. 

Metropolitan  Bank,  Pittsburgh,  44  George  Seebick,  Cash.. James  Wettach.* 
Honesdale  Nat.  Bk.,  Honesdale,  44  Ed.  S.  Jackson,  Gw*...S.  D.  Ward.* 

Juniata  Valley  Bank,  Mifflintown, 44  George  Jacobs,  Pres Joseph  Pomeroy. 

Iron  Bank  of  Phenixville,  44  Daniel  H.  Reiff,  Gw*. ..James  G.  McCouch. 

Lackawanna  Valley  B.,  Scranton,  44  A.  Miner  Renshaw,  Gw*. Geo.  S.  Kingsbury. 

Grocers  & Producers*  B.,  Prov.,R.  I..  John  B.  Calder,  Gw*...E.  F.  Phillips. 

Franklin  Association,  Athens,  TENN.Jas.  M.  Henderson, Pres. James  H.  Hornsby. 

First  National  Bank,  Nashville,  44  . T.  Cooley,  Cash W.  C.  Butterfield. 

Giles  National  Bank,  Pulaski,  44  Hugh  F.  Ewing,  Cash.. Thornton  McLean. 

Texas  B.  & Ins.  Co.,  Galveston,  Tex.R.  S.  Wilson,  Pres J.  M.  Brandon. 

Merch.  & Planters*  B.,  Sherman,  44  Tom  Randolph,  Gw*.  ..John  H.  Slater. 

City  Bank  of  Dallas,  Dallas,  44  Wm.  E.  Hughes,  Pres.. Tyler  C.  Jordan. 

44  44  44  44  John  W.  Walden,  GwA.R.  P.  Aunspaugh. 

Nat  Bank,  of  Lyndon,  Lyndon,  Vt.H.  M.  Pearl,  Cash Samuel  B.  Mattocks. 

Farmers*  National  Bank,  Salem,  VA.Jas.  ChalmeTs,  Cash. . . Green  B.  Board. 

* Deceased. 
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DISSOLVED,  DISCONTINUED  OR  CHANGED. 


( Monthly  List,  continued  from  November  No.,  page  404. ) 

NEW  YORK  CITY. 

Utley  & Bowen  (now  W.  R.  Utley). 

Alabama. — Deposit  Savings  Association,  Mobile ; D.  R.  Dunlap,  Mobile ; 
C.  Cadle,  Jr.,  Selma  ; George  A.  Morrison  & Co.,  Selma . 

Arkansas. — Clark  Co.  Bank,  ArkaJelphia,  (succeeded  by  Robert  Beauchamp). 

California. — I.  G.  Wickersham  & Co.,  Petaluma,  (succeeded  by  First 
National  Gold  Bank).  Bank  of  Gilroy,  Santa  Clara , (located  at  Gilroy). 

Colorado. — Fish,  Phelps  & Co.,  Georgetown , (succeeded  by  Miners*  National 
Bank). 

Connecticut — J.  A.  Butler  & Co.,  Hartford;  Jewett  City  National  Bank, 
Jewett  City \ (consolidated  with  Norwich  National  Bank,  Norwich).  New  Haven 
Trust  Co.,  New  Haven , (closed). 

District  op  Columbia. — Otis  Bigelow,  Washington , (succeeded  by  Bigelow 
& Benjamin). 

Florida. — D.  G.  Ambler,  Jacksonville , (succeeded  by  Ambler  National  Bank). 

Georgia. — Macon  Banking  & Trust  Co.,  Macon , (failed). 

Illinois. — Beggs  & Clark,  Areola , (succeeded  by  First  National  Bank).  Junius 
Rogers,  Bunker  Hill,  (located  at  Byron,  as  Rogers  Bank  of  Byron).  Bunker 
Hill  Bank,  Byron , (located  at  Bunker  Hill).  A.  J.  Grover,  Earhille ; Joseph 
Tillson,  Galesburg;  Ira  W.  Lake  & Co.,  Huntsville,  (succeeded  by  Preston, 
Lake  & Co.)  Wilson  Brothers,  Onarga , (discontinued).  Donovan,  Woodford  & 
Co.,  Watseka,  (succeeded  by  J.  Watzenbaugh  & Co.). 

Indiana. — Lawrenceburg  National  Bank,  Lawrenceburg,  (succeeded  by  Law- 
renceburg  Banking  Co.).  Tell  City  Bank,  Tell  City,  (succeeded  by  First  National 
Bank). 

Iowa. — Nutt  & Co.,  Council  Bluffs  ; Smith  & Lambert,  Dexter  ; Farmers  and 
Traders’  Bank,  JLeon , (merged  in  First  National  Bank).  T.  H.  Hart,  Iowa  Falls  ; 
S.  P.  Pond  & Co.,  Keokuk;  Twogood,  Elliot  & Co.,  Marion , (now  Twogood  & 
Elliot).  People’s  Savings  Bank,  Greene,  (now  People’s  Exchange  Bank).  Wright 
& Spencer,  Oskaloosa  ; Bank  of  Tama  County,  Tama  City,  (now  Bank  of  Tama). 

Kansas. — W.  Hetherington  & Co.,  Atchison , (name  changed  to  Hetherington’s 
Exchange  Bank).  Brown  Brothers,  Augusta,  (succeeded  by  George  W.  Brown). 
Valentine  & Ingram,  Beloit ; R.  K.  Tabor,  Peabody  ; National  Loan  & Trust  Co., 
Topeka . 

Kentucky. — Caverna  Deposit  Bank,  Caver na,  (succeeded  by  Caveraa  National 
Bank).  Thomas,  Polk  & Co.,  Elizabethtown  ; Bank  of  New  Castle,  New  Castley 
(succeeded  by  National  Bank  of  New  Castle). 

Louisiana. — Teutonia  National  Bank,  New  Orleans , (closed).  E.  H.  Reynes 
& Brother,  New  Orleans . 

Michigan. — Robert  .Hosie,  Detroit ; Frederick  L.  Seitz,  Detroit ; Exchange 
Bank,  Bay  City  ; C.  F.'  Gibson  & Co.,  Bay  City  ; Ishpeming  Bank,  Ishpeming ; 
James  Mathers , Negaunee ; Negaunee  Bank,  Negaunee ; Lumberman’s  Bank* 
Manistee,  (closed).  S.  A,  Tripp  & Co.,  South  Haven. 
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Minnesota. — R.  J.  Mendenhall,  and  State  Savings  Association,  Minneapolis, 
(succeeded  by  Mendenhall  Savings  Bank).  Parker  Paine,  St.  Paul , (failed). 

Mississippi. — W.  H.  Archer  &»Co.,  Greenville , (dissolved). 

Missouri. — St.  Genevieve  Savings  Association,  St.  Genevieve , (changed  to 
Harris  & Janis). 

Nebraska. — W.  Dake  & Co.,  Kearney  Junction , (succeeded  by  Kearney  Bank). 
Byron,  Reed  & Co.,  Omaha;  H.  Pandt  & Co.,  Omaha;  A.  Castetter  & Co., 
Tekamah.  > 

New  York. — Ford  & Fuller,  Albany  ; George  W.  McDowell,  Bath  ; Thomp- 
son, Chester  & Co.,  Schenevus , (succeeded  by  T.  T.  Thompson).  Mechanics' 
National  Bank,  Syracuse , (now  Mechanics’  Bank).  Evans,  Killmaster  & Co., 
Tonawanda , (now  E.  Evans). 

Ohio. — S.  B.  Keys  & Co.,  Cincinnati.  Reed  & Beverstock,  Bowling  Green , 
(succeeded  by  Beverstock,  Merry  & Co.).  Morgan  & Proctor,  Geneva , (suc- 
ceeded by  J.  L.  Morgan).  Moore  & Hunter,  Martinsville , (succeeded  by 
Farmers'  Bank). 

Pennsylvania. — Brookville  Bank,  Brookville , (suspended).  N.  Myers,  Clarion ; 
Wakeman  Brothers  & Co.,  Great  Bend , (succeeded  by  Wakeman  & Dusenbury). 
S.  B.  Chase  & Co.,  Great  Bend  (located  at  New  Milford).  A.  A.  Peirce  & Son, 
Titusville , (dissolved).  Temperanceville  Savings  Bank,  West  Pittsburg. 

Texas. — J.  H.  Littlefield  & Co.,  Corsicana , t dissolved). 

Utah. — W.  Hussey  & Co.,  Corinne , (failed).  First  National  Bank,  Salt 
Lake  City , (suspendea). 


THE  PREMIUM  ON  GOLD  AT  NEW  YORK, 

October — November,  1874. 


( Continued  from  November  Number , page  401.) 


1874. 

January  .. 

Lowest.  Highest. 

10 * ■ 12% 

..Oct.  26  .. 

Lowest. 

10 

Highest. 

IO 

.Nov.  9 

Lowest  Highest 

..  10*  10# 

February . 

IIH 

- 13 

27.. 

IO 

10 

10 

..  IO*  . 

10# 

March  . . . 

II* 

• 13* 

28  .. 

IO 

10* 

11 

••  10*  • 

10* 

April 

M^y 

II* 

14* 

29.. 

10*  . 

10* 

12 

- 10*  - 

i°* 

II* 

- 13* 

30  -- 

I°*  • 

10* 

13 

- 10* 

,0# 

June 

J^y 

August. . . 

10* 

- I2* 

- 10* 

- IO* 

3I-- 

10*  . 

10* 

14 

..  10*  . 

I°# 

9* 

..Nov,  2 .. 

10*  . 

10* 

l6 

10*  . 

September 

9* 

• io* 

3 

Holiday. 

17 

- 11*  - 

October 

9* 

• IO* 

4 .. 

10* . 

10* 

15 

..  10*  . 

Oct.  24... 

10 

• 10* 

5 .. 

6 .. 

10* . 
10 

10* 

10* 

19 

20 

--  10*  . 
- 11*  - 

nX 

I'# 

7.. 

10 

10* 

21 

• • n*  - 

II# 
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NOTES  ON  THE  MONEY  MARKET. 


New  York,  Nov.  23,  1874. 


Exchange  on  London , at  sixty  days'  sight ',  4.85)4  a 4.86  in  gold. 

Call  loans  rule  at  3)4  to  4 against  2)4  to  3)4  a month  ago.  Prime  discounts 
range  at  5 to  7 with  a tendency  of  rates  to  harden.  A little  more  activity  is 
developing  itself  in  the  money  market,  from  several  causes.  First,  there  is  a 
demand  for  currency  at  the  West  and  South.  This  indicates  the  approach  ot 
the  usual  Fall  activity  in  the  movements  of  the  crops.  Many  complaints  are  cur- 
rent as  to  the  delay  this  year  of  the  Autumn  trade,  and  as  to  the  scanty  amount 
and  meager  results  of  the  business  done.  On  inquiry,  we  find  evidence  that 
the  prospects  are  promising,  and  that  a somewhat  greater  volume  of  business 
than  is  supposed  has  been  done  during  the  last  two  months.  The  people 
generally  are  economizing  and  curtailing  their  expenses,  so  that  the  demand 
far  many  articles  of  luxury  is  restricted.  Hence  our  importations  of  dry  goods 
and  other  commodities  have  fallen  off.  This  change  accounts  for  much  of 
the  dullness  that  is  reported;  and  to  it  we  may  add  other  circumstances,  such 
as  the  conservative  spirit  which  the  panic  has  produced  among  our  business  men, 
leading  them  to  be  discriminating  in  credits,  and  indisposed  to  accept  risks  which 
formerly  were  taken  without  hesitation.  Moreover,  a number  of  failures,  more  or  less 
serious,  continue  to  occur  in  general  trade  circles.  If  this  is  in  some  instances 
due  to  the  effects  of  last  Fall’s  panic  and  to  the  efforts  of  the  unfortunate  sufferers 
to  recover  their  losses,  it  arises  in  other  cases  from  disappointment  in  the  trade  of 
the  present  season. 

Secondly,  there  is  a growing  conviction  that  the  resources  of  the  country  benefit 
by  the  economies  which  have  been  practiced.  Economy,  as  all  the  great  authori- 
ties on  financial  science  tell  us,  is  an  important  condition  for  the  increase  of  na- 
tional wealth,  and  as  the  masses  of  the  people  practice  the  virtues  of  frugality  and 
industry,  so  will  the  whole  nation  grow  in  productive  power  and  resources.  From 
this  principle  we  may  infer  that  the  dullness  of  business,  which  is  so  loudly  com- 
plained of,  as  though  it  were  a discouraging  symptom,  is  really  a wholesome  indi- 
cation, and  foretokens  a gradual  revival  of  general  business  in  the  not  distant 
future.  This  hopeful  view  of  the  financial  situation  is  certainly  popular,  and  the 
arguments  in  its  favor  have  considerable  weight. 

Thirdly,  the  movements  in  the  money  market  have  been  somewhat  affected  by 
the  decrease  of  the  coin  reserve  in  the  Bank  of  England,  and  by  the  shipment  of 
gold  from  this  port.  It  is  somewhat  remarkable  that  all  our  gold  shipments  so  far 
this  month  have  gone  to  France  and  not  to  England.  For  reasons  which  have 
been  frequently  expounded  of  late  in  the  Banker’s  Magazine,  France  is  the  cred- 
itor nation  of  the  world,  and  notwithstanding  the  extraordinary  efforts  which  Eng- 
land is  making  to  attract  gold,  the  bullion  reserve  decreased  in  the  Bank  of  Eng- 
land during  the  past  week  ;£  623,000,  and  increased  in  the  Bank  of  France 
11,321,000  francs.  To  show  the  recent  decline  m the  Bank  of  England  reserve  of 
coin,  we  give  the  following  figures,  which  comprise  the  latest  returns  by  mail : 


Digitized  by  LjOOQle 


486 


banker’s  magazine. 


[December, 


Coin  Reserve  and  Deposits  op  the  Bank  op  England. 


Date . 

Circulation , 
excluding 
Bank  Poet 
Bills. 

Coin  and 
Bullion, 

Deposits. 

Securities 
in  Banking 
Department 

Reserve. 

Rede  of 
Discount. 
Per  ct 

July  29. 

..  ^26,705,025 

^22,478,318 

22,628,566 

^30,181,020  . 

£ 10,773,293 

Aug.  5 

27.331-865 

31,539.939 

22,047,687 

31,199,428  . 

9,208,074 

3 

12. 

26,955,650 

21,858,445 

22,458,867 

30,945,888  . 

9,902,795 

4 

*9 

26,489,785 

22,541,378 

23,108.221  . 

30,476,049  . 

11,051.593 

— 

26. 

26,332,875 

23.078,119 

23,856,007  . 

30,474,110  . 

11,745,244 

354 

Sept.  2. 

26,817,375 

22  983,677 

23,628,042 

31,163,95a  . 

11,166,302 

3 

9 

26,498,335  . 

23,244,107  . 

23,628,077  . 

30,562,222  . 

*1,745.772 

— 

16. 

26,243,065  . 

23,364,615  - 

23,948,42a  . 

30,514,410  . 

12,121,550 

— 

23. 

26,023.995 

23,315,964  • 

24,106,601  . 

30.540,725  • 

12,291,969 

— 

30. 

• 27,276,995  . 

23,090,300  . 

24,838,641  . 

32,721,109 

*0,813,305 

- 

Oct  7. 

27,603,350  . 

22,639,572  . 

26,631,444  . 

34,627,026  . 

10,036,222 

— 

*4- 

27,660,430 

22,066,256  . 

25,905,036 

• 34,546,423  • 

9.405,826 

4 

21 . 

27,031,365  . 

21.456,594 

25.481,480  . 

34,126,327  . 

9,425,229 

— 

28. 

26,745.765 

21  341,381 

- 24,706,540 

33,156,238  . 

9595,6i6 

— 

Nov.  4 

27,268,920 

21,098,541  . 

23,322,328 

32.570,194  . 

8,829,621 

— 

Considerable  discussion  has  been  excited  as  to  whether  this  drain  of  gold  will 
continue,  and  as  to  its  probable  effects  on  the  money  market  here.  Arising,  as  it 
does,  partly  from  the  efforts  of  France  to  accumulate  a specie  reserve  for  the  re- 
sumption of  specie  payments,  and  partly  from  the  expected  demonetization  of  silver 
in  Germany  next  January,  the  drain  has  not,  till  lately,  seemed  very  likely  to  abate. 
But  the  cable  dispatches  show  that  the  Reichstag  will  impose  obstacles  to  the  de- 
monetization. Some  part  of  the  imperial  monetary  policy  of  Germany  may  thus  be 
postponed  till  a later  period.  Should  this  happen,  the  drain  which  has  caused  so 
much  anxiety  will  perhaps  cease.  Much  of  the  alarm  which  it  has  provoked  here 
and  abroad,  is  due  to  the  fact  that  the  Bank  of  England  coin  reserve  has  fallen  to 
20  millions,  which  is  a limit  never  reached  without  awakening  profound  apprehen- 
sion. More  than  one-half  of  this  coin  reserve  is  liable  at  any  moment  to  be  drawn 
out  by  the  joint-stock  banks,  whose  aggregate  deposits  exceed  ioo  millions  sterling, 
and  who  keep  one-tenth  of  this  sum  in  the  Bank  ot  England,  thus  securing  to 
themselves  two  advantages : [i]  the  right  to  claim  unlimited  discounts  in  time  of 
pressure;  and  [a]  the  right  to  draw  out  their  balances  in  gold  if  these  discounts 
should,  in  a financial  crisis,  be  denied.  The  general  effect  of  this  arrangement  is, 
that  the  joint-stock  banks  hold  the  right  to  treat  as  their  own  ten  or  twelve  mil- 
lions sterling  of  the  coin  reserve  of  the  Bank  of  England,  securing  the  same  power 
over  it  as  if  it  were  their  coin  reserve,  provided  at  their  own  expense,  and  stored  in 
their  own  vaults.  Sjnce  the  repeal,  in  1857,  of  the  Bank-law  of  1845,  which  was 
intended  by  its  author,  Sir  R.  Peel,  to  effect  a wholesome  reform  in  this  state  of 
things,  there  has  been  in  England  no  statute  compelling  the  banks  outside  of  the 
Bank  of  England,  to  publish  their  statements  oftener  than  twice  a year.  There  is 
also  no  legal  obligation  compelling  them  to  hold  a coin  reserve.  Taking  advantage 
of  this  loose  condition  of  the  law,  the  joint-stock  banks  have  evaded  the  obligation 
of  keeping  their  own  coin  reserve,  and  have  relied  almost  wholly  on  that  of  the 
Bank  of  England.  This  is,  undoubtedly,  the  weakest  point  in  the  financial  situa- 
tion of  Great  Britain,  and  it  helps  to  account  for  the  unusual  trepidation  which  bas 
been  lately  caused  in  some  quarters  by  the  drain  of  gold  from  England.  As  to 
its  effects  upon  our  own  monetary  movements,  they  have,  we  think,  been  overesti- 
mated. But  it  has  a prominent  place  among  the  circumstances  controlling  our 
money  market,  and  it  does  not  seem  as  yet  to  have  wholly  spent  its  force.  How 
far  the  averages  of  our  New  York  banks  have  responded  to  the  movements  above 
pointed  out,  is  shown  in  the  subjoined  table: 
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Weekly 

1867. 

Loans. 

Specie. 

Tenders. 

Circulation. 

Deposits. 

Clearings. 

Oct  5 

281.277,000 

..  18,374,200 

. 63.966,100 

. 25,419,600  .. 

236.925,900 

. 5x6.055,766 

u 12 

. 281,377,800 

..  16,946,700 

. 62,394,200 

. 25,115,800  .. 

a33.47i.*oo 

• 481,795675 

“ I9* • • • 

. 282,275,200 

..  15,007,800 

. 60,697,000 

. 25,060,500  . . 

230,222,700  . 

• 465.875,347 

“ *6.,.. 

. 281,873,700 

••  x3»585»*o° 

. 58,830,800 

••  *5.0*  3,500 

226,304,800 

• 447,768,7x6 

Nov.  a 

281,958,700 

..  12,021,100 

. 59,621,600 

• *5.057.500  .. 

225,852,700 

394,770,672 

“ 9-*- 

. 285,066,700 

..  12.574,800 

59,451,700 

. . 25,082,900  . . 

726.753900 

446,534,180 

“ 16 

. 283.788,100 

. 16,888,200 

- 59.5*5, *00 

. 24  832,500  . . 

229  994,200  . 

• 450,309.151 

The  Philadelphia  banks  report  the  following  statement : 


Loans. 

Specie. 

Legal  Tenders. 

Circulation 

Deposits. 

Oct  5$  61.369,922  .... 

$ 370,469 

$ 15.666,675  . 

$ 11.419,685 

$48,414,9x5 

“ ia.  61.322,241  

335.i6o  .... 

14.540.906 

ii,45i,3*7  • 

48,285,262 

' 19-  61,761,307  

326,049  — 

14,298,008  

11,427,512  

48. 559- *44 

“ *6.  61440.942  

313.3*5  • 

*4.*5*  57* 

1x.436.603  

47,972,670 

Nov.  2.  60,993,399  .... 

292,867  . . 

14,806,758  

11,389.267  

48.537.*54 

“ 9 61*34897  .... 

3*5.955 

14,9x6,057  .... 

11,340,784  .... 

48.152,869 

“ 16.  61,211,860  .... 

347.170  .... 

14,634.7*9  • 

xx. 329, 987  .... 

48,921,022 

Gold,  for  the  first  time  in  several  months,  has  shown  a decided  tendency  to  ad- 
vance. This  is  due  partly  to  the  disturbance  above  referred  .to  in  the  European 
money  markets,  and  partly  to  the  return  of  our  securities  from  abroad,  which  has 
been  more  active  than  at  any  time  since  the  panic.  This  import  movement  is  con- 
fined to  a few  choice  securities,  for  which  discriipinating  investors  here  are  willing 
to  pay  higher  prices  than  those  now  ruling  in  Europe.  A slight  rise  in  the  premium 
is  not  regarded  as  mischievous  at  this  time  of  the  year,  when  our  cotton  and  bread- 
stuffs  are  being  more  actively  concentrated  at  the  seaboard  for  exportation.  The 
highest  price  struck  during  the  month  is  iijH,  which  is  the  closing  price  to-day. 
In  foreign  exchange  there  has  been  some  excitement.  On  the  rise  of  the  Bank 
of  England  minimum  to  5 per  cent,  a week  ago,  the  quotations  advanced  to  4.87  for 
sixty  day  bills.  These  rates  checked  business,  and  quotations  weakened  until  some 
considerable  purchases  for  German  account  steadied  the  market.  The  German  de- 
mand was  not  large,  and  ^t  was  intended  to  cover  the  value  of  securities  lately  im- 
ported. Our  bankers  are  rather  indisposed  to  draw  very  freely  in  the  present  uncer- 
tainty of  the  Transatlantic  money  markets.  Subjoined  are  the  quotations: 


November  23,  1874. 

60  days. 

3 

days. 

Prime  bankers'  sterling  bills  

4.85^  a 4.86 

4-«9« 

a 

4-90  # 

London  good  bankers’  do.  

4.84  a 4.85*4 

4.89# 

a 

4.90 

London  prime  com.  ster.  do 

4.84  a 4.85 

4-88* 

a 

4.89# 

Paris  (francs) 

5 *5#  « 5-*4 H 

513# 

a 

5*1  ft 

Antwerp  (francs) 

5.16#  o 5.15 

5*3# 

a 

5.11# 

Swiss  (francs) 

5.16#  a 5.15 

5*3# 

a 

5-11# 

Amsterdam  (guilders) . 

4*5*  * 4» # 

4i# 

a 

41# 

Hamburg  (reichmarks) 

95  * 95# 

96# 

a 

96# 

Frankfort  (reichmarks) 

95  <*  95# 

96# 

a 

96# 

Bremen  (reichmarks) 

95  « 95# 

96# 

a 

96  H 

Prussian  (reichmarks) 

95  « 95# 

96# 

a 

96  H 

At  the  Stock  Exchange  Government  securities  show  considerable  activity  and 
prices  are  firm,  notwithstanding  the  supply  of  bonds  from  Europe,  the  activity  of 
which  seems  to  be  abating.  The  cable  facilities  are  now  so  perfect,  and  the  con- 
nections of  our  bankers  abroad  have  so  rapidly  developed,  that  much  smaller 
variations  in  the  markets  produce  sales  of  Governments  on  sellers’  option  by  the 
foreign  houses.  Quotations  closed  firm  with  a disposition  to  advance,  and  a good 
demand  for  home  investment.  The  new  fives  have  risen  to  iis?£,  the  five-twenties 
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of  1863  to  112%,  and  the  sixes  of  1881  to  118#.  Railroad  bonds  are  firm  for  the 
well-known  old  issues,  and  private  investors  seem  to  be  buying  these  bonds,  as  they 
pay  better  interest  than  Governments.  State  bonds  show  more  activity,  and  there 
is  an  active  but  not  large  speculative  inquiry  for  Southern  bonds.  Alabama's  are 
firmly  held,  and  North  Carolina’s  and  Virginia’s  are  steady;  Tennessee's  are  dull. 
In  railroad  shares  there  is  little  movement,  but  the  indications  are  regarded  as 
favorable,  though  some  of  the  leading  shares  are  depressed. 


Quotations  : 

Oct.  28. 

Nov.  2. 

Nov.  9. 

Nov.  16. 

Nov.  23. 

Gold 

no# 

no# 

no# 

*n# 

111# 

U.  S.  5-20S,  1867  Coup 

»7# 

**7# 

«7# 

1*8# 

119H 

U.  S.  new  Fives  Coup . 

*11 H 

*„K 

112# 

n»H 

West  Union  Tel.  Co. . 

79# 

79# 

79# 

8l 

son 

N.  Y.  C.  & Hudson  R. 

TOOfi 

102# 

102# 

*02# 

lOI# 

Lake  Shore 

79# 

SO# 

8«# 

82# 

80# 

Chicago  & Rock  Island 

.96* 

9 7# 

99# 

IOI# 

100# 

New  Jersey  Central. . . 

104# 

106# 

106# 

107# 

107 

Erie 

28# 

28# 

28  # 

29# 

27# 

Bills  on  London 

4.84*4.84#. . 

4.84*  4.85 

. 486a  486# 

4.85#a4.86 

4.85*4.86 

Treasury  balances,  cur. 

$ 56,081,936  . . 

$ 55.943.522 

• $54«598.758 

$52,977*359 

..  $52,185. 518 

Do.  do.  gold 

59,283,068  .. 

60,834,969  . 

• 55,753.953 

• 55,760,734 

. . 54,664,609 

The  following  table  compares  the  foreign  imports  at  this  port  for  the  last  ten 
months  with  the  returns  for  the  two  previous  years: 

Foreign  Imports  at  New  York  for  Ten  Months  from  January  1. 

187a.  *873.  1874- 

Entered  for  consumption $174,634,901  $154,942,487  $150,994.13° 

Entered  for  warehousing 156,435,717  109.559,827  95*993*35* 

Free  goods 44,866,61a  74.458,390  92,252,831 

Specie  and  bullion 5.265,429  13,771,361  5.453»a84 

Total  entered  at  port $381,202,659  $352,732,065  $ 344*693.596 

Withdrawn  from  warehouse 139,562,819  104,701,744  93»75°»74° 

These  figures  represent,  of  course,  the  foreign  cost  in  gold,  freight  and  duty  not 
included.  The  exports  for  the  same  period  show  a large  increase  in  free  goods, 
nearly  one-half  of  the  aggregate  being  tea  and  coffee. 

Exports  from  New  York  to  Foreign  Ports  for  Ten  Months  from  January  x. 

1872.  1873.  1874- 


Domestic  produce 

...  $182,476,854  .... 

•••  $237,366,385  .. 

. . . $ 232,658,284 

Foreign  merchandise,  free 

1,256,003 

1,721,948  ... 

1,872.328 

do.  dutiable 

8,059,904  .... 

7,410,440  ... 

5.916, 5°° 

Specie  and  bullion 

63,111,5x3 

43,666.548  .... 

44  ,*7S&7 

Total  exports 

• $ 254,904,274 

$290,165,321 

$ 284,723,099 

do.  exclusive  of  specie. . . . 

...  191,792,761 

246,498,773 

240,447,  *'* 

DEATHS. 

At  New  London,  Conn.,  on  Sunday,  October  18th,  aged  eighty-nine  years. 
Robert  Coit,  formerly  President  of  the  Savings  Bank  and  of  the  Union  Bank  of 
New  London. 

At  Omaha,  Neb.,  on  Thursday,  November  5th,  aged  fifty-four  years,  Edward 
Creighton,  President  of  the  first  National  Bank  of  Omaha  since  its  organixation. 

At  New  York,  on  Thursday,  November  19th,  aged  seventy-one  years,  Joseph 
Stuart,  of  the  firm  of  J.  & J.  Stuart,  bankers,  and  Vice-President  of  the  Mbrcan 
tile  National  Bank. 
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FINANCIAL  ASPECTS  OF  THE  PRESIDENT’S  MESSAGE. 

Ever  since  men  began  to  reason  at  all  upon  the  phenomena 
and  the  laws  of  industrial  growth,  they  have  always  recog- 
nized the  important  functions  devolved  upon  that  delicate  instru- 
ment of  exchange  which  we  call  Money.  Modem  economists  are 
divided  into  two  great  schools  on  this  subject.  The  English  writers 
for  the  most  part  regard  money  as  having  nothing  to  do  but  to 
aid  in  Distribution.  The  French  economists  contend  for  a wider 
theater  in  which  money  performs  its  functions.  They  place  it, 
therefore,  among  the  agents  of  Production.  President  Grant,  in 
his  Message,  takes  the  French  view  of  the  functions  of  money ; 
he  contends  that  we  must  look  to  our  monetary  system  for  part, 
at  least,  of  the  causes  which  depress  production.  At  the  opening 
of  his  Message  he  sets  forth  this  view  in  very  pointed  and 
striking  language.  He  points  to  the  prostration  of  business,  and 
the  paralysis  of  productive  power,  which  are  greater  than  for  many 
years  past. 

“ During  this  prostration,”  he  says,  “ two  essential  elements 
of  prosperity  have  been  most  abundant — labor  and  capital;  both 
have  been  largely  unemployed.  Where  security  has  been  un- 
doubted, capital  has  been  attainable  at  very  moderate  rates. 
Where  labor  has  been  wanted  it  has  been  found  in  abundance,  at 
cheap  rates,  compared  with  what  of  necessaries  and  comforts  of 
life  could  be  purchased  with  the  wages  demanded.  Two  great 
elements  of  prosperity,  therefore,  have  not  been  denied  us.  A 
third  might  be  added.*  Our  soil  and  climate  are  unequaled,  within 
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the  limits  of  any  contiguous  territory  under  one  nationality,  for  its 
variety  of  products  to  feed  and  clothe  a people,  and  in  the  amount 
of  surplus  to  spare  to  feed  less  favored  peoples.  Therefore,  with 
these  facts  in  view,  it  seems  to  me  that  wise  statesmanship  at  this 
session  of  Congress  would  dictate  legislation  ignoring  the  past, 
directing  in  proper  channels  these  great  elements  of  prosperity  to 
any  people.” 

Two  subjects  of  legislation  are  next  proposed.  First,  the  public 
credit,  which  must  be  jealously  guarded  by  - a faithful  payment  in 
coin  of  the  National  debt,  and  the  interest  thereon ; and  secondly, 
the  currency,  whose  integrity  is  of  the  highest  importance.  On  the 
last  of  these  points,  the  President  says : “ A great  conflict  for 
National  existence  made  necessary  for  temporary  purposes  the 
raising  of  large  sums  of  money  from  whatever  source  attainable. 
It  made  necessary  in  the  wisdom  of  Congress,  and  I do  not 
doubt  their  wisdom  in  the  premises  regarding  the  necessity  of  the 
times,  to  devise  a system  of  National  currency  which  proved  to  be 
• impossible  to  keep  on  a par  with  the  recognized  currency  of  the 
civilized  world.  This  begot  a spirit  of  speculation,  involving  an 
extravagance  and  luxury  not  required  for  the  happiness  or  pros- 
X>erity  of  a people,  and  involving,  both  directly  and  indirectly, 
foreign  indebtedness.  The  currency  being  of  a fluctuating  value, 
and  therefore  unsafe  to  hold  for  legitimate  transactions  requiring 
money,  became  a subject  of  speculation  in  itself. 

“ Our  commerce  should  be  encouraged  ; American  shipbuilding 
and  carrying  capacity  increased;  foreign  markets  sought  for  the 
products  of  the  soil  and  manufactories,  to  the  end  that  we  may 
be  able  to  pay  these  debts.  Where  a new  market  can  be  created 
for  the  sale  of  our  products,  either  of  the  soil,  the  mine,  or  the 
manufactory,  a new  means  is  discovered  of  utilizing  our  idle 
capital  and  labor  to  the  advantage  of  the  whole  people.  But,  in 
my  judgment,  the  first  step  toward  accomplishing  this  object  is  to 
secure  a currency  good  wherever  civilization  reigns — one  which,  if 
it  becomes  superabundant  with  one  people,  will  find  a market 
with  some  other — a currency  which  has  as  its  basis  the  labor 
necessary  to  produce  it,  which  will  give  to  it  its  value.  Gold  and 
silver  are  now  the  recognized  mediums  of  exchange  the  civilized 
world  over,  and  to  this  we  should  return  with  the  least  practicable 
delay.  In  view  of  the  pledges  of  the  American  Congress,  when  our 
present  legal-tender  system  was  adopted  and  debt  contracted,  there 
should  be  no  delay,  certainly  no  unnecessary  delay,  in  fixing,  by 
legislation,  a method  by  which  we  will  return  to  specie  payments. 
To  the  accomplishment  of  this  end  I invite  your  special  attention. 
I believe  firmly  that  there  can  be  no  prosperous  and  permanent 
revival  of  business  and  industries  until  a policy  is  adopted,  with 
legislation  to  carry  it  out,  looking  to  a return  to  a specie  basis.” 

As  to  the  difficulties  to  be  surmounted,  General  Grant  does  not 
underestimate  them.  He  says:  “It  is  easy  to  conceive  that  the 
debtor  and  speculative  classes  may  think  ft  of  value  to  them  to 


Digitized  by  CjOOQle 


,s75*l  financial  aspects  of  president’s  message.  491 

make  so-called  money  abundant,  until  they  can  throw  a portion 
of  their  burdens  upon  others ; but  even  these,  I believe,  would  be 
disappointed  in  the  result,  if  a course  should  be  pursued  which 
will  keep  in  doubt  the  value  of  the  legal-tender  medium  of  ex- 
change. A revival  of  productive  industries  is  needed  by  all  classes, 
and  by  none  more  than  the  holders  of  property,  of  whatever  sort, 
with  debts  to  liquidate  from  the  realization  upon  its  sale. 

“But,  admitting  that  these  two  classes  of  citizens  are  to  be 
benefited  by  expansion,  would  it  be  honest  to  give  it?  Would  not 
the  general  loss  be  too  great  to  justify  such  relief?  Would  it  not 
be  just  as  honest  and  prudent  to  authorize  each  debtor  to  issue 
his  own  legal  tenders  to  the  extent  of  his  liabilities?  Than  to  do 
this,  would  it  not  be  safer,  for  fear  of  over-issue  by  unscrupulous 
creditors,  to  say  that  all  debt  obligations  are  obliterated  in  the 
United  States,  and  now  we  commence  anew,  each  possessing  all 
he  has  at  the  time  free  from  incumbrance. 

“These  propositions  are  too  absurd  to  be  entertained  for  a 
moment  by  thinking  or  honest  people.  Yet  every  delay  in  prep- 
aration for  final  resumption  partakes  of  this  dishonesty,  and  is 
only  less  in  degree  as  the  hope  is  held  out  that  a convenient 
season  will  at  last  arrive  to  commence  the  good  work  of  redeeming 
our  pledges.  It  will  never  come,  in  my  opinion,  except  by 
positive  action  by  Congress,  or  by  ‘national  disasters,  which  will 
destroy  for  a time  the  credit  of  the  individual  and  the  State  at 
large.  A sound  currency  might  be  reached  by  total  bankruptcy 
and  discredit  of  the  integrity  of  the  nation  and  of  individuals. 
I believe  it  is  in  the  power  of  Congress  at  this  session  to 
devise  such  legislation  as  will  renew  confidence,  revive  all  the 
industries,  start  us  on  a career  of  prosperity  to  last  for  many  years, 
and  to  save  the  credit  of  the  nation  and  of  the  people.  Steps 
toward  the  return  to  a specie  basis  are  the  great  requisites; 
there  are  others  which  I may  touch  upon  hereafter.” 

Of  the  disadvantages  of  a paper  currency  the  President  singles 
out  two  for  special  notice.  He  states  them  as  follows:  “(1.)  Hav- 
ing no  use  for  the  world’s  acknowledged  mediums  of  exchange, 
gold  and  silver.  These  are  driven  out  of  the  country  because 
there  is  no  demand  for  their  use.  (2.)  The  medium  of  exchange 
in  use  being  of  a fluctuating  value — for,  after  all,  it  is  only  worth 
just  what  it  will  purchase  of  gold  and  silver  metals,  having  an 
intrinsic  value,  just  in  proportion  to  the  honest  labor  it  takes  to 
produce  them — a larger  margin  must  be  allowed  for  profit  by  the 
manufacturer  and  producer.  It  is  months  from  the  date  of  pro- 
duction to  the  date  of  realization.  Interest  upon  capital  must  be 
charged,  and  the  risk  of  fluctuation  in  the  value  of  that  which  is 
to  be  received  in  payment  added.  Hence,  high  prices  acting  as  a 
protection  to  the  foreign  producer,  who  receives  nothing  in  ex- 
change for  the  product  of  his  skilled  labor,  except  a currency  good 
at  no  staple  value  the  world  over.  It  seems  to  me  that  nothing 
is  clearer  than  that  the#  greater  part  of  the  burden  of  existing  pros- 
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tration  for  the  want  of  a sound  financial  system  falls  upon  the 
working  man,  who  must,  after  all,  produce  the  wealth,  and  upon 
the  salaried  man,  who  superintends  and  conducts  business.  The 
burden  falls  upon  them  in  two  ways — by  the  deprivation  of  employ- 
ment and  by  the  decreased  purchasing  power  of  their  salaries.” 

As  the  currency  policy  of  the  President,  is  already  exercising  no 
small  influence  upon  the  deliberations  of  Congress,  we  cite  the 
methods  proposed  in  the  Message  with  a view  to  resumption. 
They  are  set  forth  in  the  following  terms: 

“ It  is  the  duty  of  Congress,  and  not  mine,  to  devise  the  method 
of  correcting  the  evils  which  are  acknowledged  to  exist.  I will 
venture  to  suggest  two  or  three  things  which  seem  to  me  as  ab- 
solutely necessary  to  a return  to  specie  payments— -the  first  great 
requisite  in  a return  to  prosperity.  The  legal-tender  clause  of  the 
law  authorizing  the  issue  of  currency  by  the  National  Government 
should  be  repealed,  to  take  effect  as  to  all  contracts  entered  into 
after  a day  fixed  in  the  repealing  act;  not  to  apply,  however,  to 
payments  of  salaries  by  Government,  or  for  other  expenditures  now 
provided  for  by  law  to  be  paid  in  currency.  In  the  interval  pend- 
ing between  the  repeal  and  final  resumption,  provision  should  be 
made  by  which  the  Secretary  of  the  Treasury  can  obtain  gold,  as 
it  may  become  necessary,  from  time  to  time,  from  the  date  when 
specie  resumption  commences.  To  this  might  and  should  be 
added  a revenue  sufficiently  in  excess  of  expenses  to  insure  an 
accumulation  of  gold  in  the  Treasury  to  sustain  redemption.  I 
commend  this  subject  to  your  careful  consideration,  believing  that 
a favorable  solution  is  attainable,  and  that,  if  reached  by  this  Con- 
gress, the  present  and  future  generations  will  ever  gratefully  remem- 
ber it  as  their  deliverer  from  a thraldom  of  evil  and  disgrace. 
With  resumption,  free  banking  may  be  authorized  with  safety,  giv- 
ing full  protection  to  bill-holders  which  they  have  under  existing 
laws.  Indeed,  I would  regard  free  banking  as  essential.  It  would 
give  proper  elasticity  to  the  currency ; as  more  currency  should  be 
required  for  the  transaction  of  legitimate  business,  new  banks 
would  be  started,  and,  in  turn,  banks  would  wind  up  their  business 
when  it  was  found  there  was  a superabundance  of  currency.  The 
experience  and  judgment  of  the  people  can  best  decide  just  how 
much  currency  is  required  for  the  transaction  of  the  business  of 
the  country.  It  is  unsafe  to  leave  the  settlement  of  this  question 
to  Congress,  the  Secretary  of  the  Treasury,  or  the  Executive. 
Congress  should  make  the  regulation  under  which  banks  may  ex- 
ist, but  should  not  make  banking  a monopoly  by  limiting  the 
amount  of  redeemable  paper  currency  that  shall  be  authorized. 
Such  importance  de  I attach  to  this  subject,  and  so  earnestly  do 
I commend  it  to  your  attention,  that  I give  it  prominence  by  in- 
troducing it  at  the  beginning  of  this  message.” 

It  is  impossible  to  overestimate  the  obligations  which  the 
nation  owes  to  President  Grant  for  the  firm  stand  he  has  made 
against  inflation.  The  efforts  of  the  expansionists  culminated  last 
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session  in  one  of  the  most  resolute,  bold,  adroit  and  dangerous  at- 
tacks upon  our  currency  system  which  has  ever  been  organized.  But 
for  the  opposition  of  the  President,  this  attempt  would  have  suc- 
ceeded. Although,  however,  the  country  at  large  is  deeply  sensible 
•■of  what  we  owe  to  the  President  in  this  regard,  and,  although  his 
action  is  based  on  a theory  of  the  currency,  which  is  undoubtedly 
sound  and  in  accordance  with  economic  science,  still  it  does  not 
follow  that  Congress  or  the  people  will  be  ready  to  take  without 
delay  the  further  steps  which  the  President  has  suggested.  It 
may  be  safe,  it  certainly  is  indispensable,  that  the  legal-tender  act 
should  be  repealed,  that  the  Treasury  should  accumulate  gold, 
that  for  this  purpose  taxation  should  be  increased,  that  free  bank- 
ing should  be  established  with  notes  convertible  into  coin  on 
demand.  All  these  indispensable  conditions  of  a sound  currency 
system  will,  as  the  President  says,  require  to  be  established  by 
the  authority  of  Congress.  On  this  point  there  is  no  conflict  of 
opinion.  What  is  doubted  is  the  time  and  the  order  in  which 
these  steps  shall  be  taken.  The  general  opinion  in  mercantile  and 
financial  circles  undoubtedly  is  that  the  country  needs  rest;  that 
the  turmoil  of  Congressional  meddling  with  the  currency  should 
cease;  that  we  should  watch  the  effect  of  the  recent  legislation, 
and  estimate  its  precise  value  and  force  before  further  reforms  can 
with  advantage  be  entered  upon. 

This  decision  will  in  all  probability  be  respected  by  Congress. 
In  spite  of  efforts  made  by  the  expansionists  to  kindle  once 
more  the  flame  of  currrency  agitation,  the  present  temper  of  the 
National  Legislature  is  evidently  hostile  to  further  legislation  in 
the  path  of  currency  reform.  With  thoughtful  men,  the  great  ob- 
ject is  to  hold  all  the  ground  that  has  been  won  in  the  past,  and 
to  prepare  for  further  advance  when  the  country  shall,  by  rest 
and  recuperative  delay,  be  ready  to  take  the  next  step  toward 
specie  payments. 

That  this  policy  is  a wise  one,  appears  from  the  nature  and 
functions  of  the  currency  as  expounded  at  the  beginning  of  this 
article.  Whichever  of  the  two  opinions  we  espouse  relative  to  the 
functions  of  the  currency,  the  inference  will  be  in  favor  of  delay- 
ing further  experiments  of  resumption-legislation.  If  we  accept  the 
English  theory,  that  money  is  an  instrument  for  the  Distribution  of 
wealth,  without  much  influence  on  Production,  then  the  incon- 
veniences of  delay  in  regard  to  currency  reforms  will  be  confined 
to  one  very  narrow  branch  of  economic  activity.  Hence  the 
delay,  if  wholesome  and  needful,  can  easily  be  compensated  by 
other  distributive  arrangements;  and  indeed  it  will  tend,  like  ajl 
subordinate  perturbations  in  the  industrial  organism,  to  develop  its 
own  compensations.  If,  however,  we  accept  the  French  view  of 
the  functions  of  currency,  then  the  necessity  of  the  delay  we  recom- 
mend will  be  inmeasurably  augmented.  For,  the  cun-ency,  being 
•an  instrument  of  Production  as  well  as  of  Distribution,  possesses 
iunctions  too  sensitive,  too  delicate,  too  elastic,  and  too  powerful 
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to  admit  of  being  rashly  touched  with  impunity.  That  the  latter 
theory  is  the  true  one,  we  believe,  in  common  with  the  leading 
American  economists.  Holding  this  theory,  we  contend  that  our 
greenback  currency  shall  be  kept  for  the  next  year  or  two  as 
stable  and  tranquil  in  value  as  possible.  Hence  we  oppose  all 
attempts  to  unsettle  it,  or  to  give  it  instability  by  the  perpetual  agita- 
tion in  Congress  of  impracticable,  untimely,  and  abortive  schemes 
for  the  resumption  of  specie  payments. 

Although  the  greenback  currency  should  be  let  alone  for  the 
present,  and  the  people  generally  are  hostile  to  any  schemes  for 
disturbing  its  stability,  there  is  a growing  conviction  that  circum- 
stances are  favorable  for  repealing  the  legal- tender  properties  of 
the  National  bank-notes.  Most  of  the  purposes  for  which  these 
legal-tender  privileges  were  at  first  conferred  have  long  been  ful- 
filled, and  since  the  National  Treasury  has  assumed  the  obligation 
of  redeeming  these  notes,  many  of  the  managers  of  the  National 
banks  hold  the  opinion  that  the  bank-notes  can  sustain  them- 
selves without  the  mischievous  legal-tender  functions,  which  should 
cease,  and  be  discarded  as  having  long  outlived  and  fulfilled  their 
original  design. 

Some  of  the  friends  of  General  Grant  have  expressed  surprise 
that  the  Message  does  not  refer  to  other  financial  reforms  which 
the  President  is  believed  to  be  inclined  to  favor.  Among  these 
one  of  the  most  important  is  a system  of  agricultural  credit,  which 
shall  cause  loans  to  be  easier  of  access  to  our  farmers,  especially 
in  the  Western  States.  It  is  well  known  that  such  systems  flour- 
ish abroad,  and  no  valid  reason  can  be  found  why  they  should 
not  be  equally  conducive  to  agricultural  progress  in  this  country. 
In  our  three  thousand  banks  and  banking  institutions  abundant 
development  has  been  given  to  one  side  of  the  great  fabric  of  our 
financial  system, — that  which  has  to  do  with  mercantile  credits. 
Some  other  parts  of  that  great  edifice  have  been  neglected,  and  are 
very  backward.  The  time  seems  to  be  near  when  a vigorous  im- 
pulse can  with  advantage  be  given  to  these  defective  points  which 
await  the  creative  hand  of  some  wise  master  builder.  If  re- 
port is  to  be  believed,  the  President  has  given  much  thought  to  this 
question,  and  if  in  concert  with  his  advisers  he  can  suggest  some 
feasible,  solid  method  of  realizing  the  beneficent  objects  proposed, 
he  will  certainly  shed  a lustre  upon  his  administration  and  confer 
lasting  advantages  on  the  country.  Whether  it  is  to  this  subject 
that  the  President  refers  in  his  promise  to  make  shortly  some  fur- 
ther suggestions  of  financial  reforms  for  the  consideration  of  Con- 
gress, is  a question  which  we  can  not  answer.  What  is  certain  is, 
that  the  project  we  have  indicated  will  be  realized  at  no*  very  dis- 
tant day,  and  that  we  shall,  either  with  or  without  Government 
inspection  and  control,  create  a system  of  Agricultural  American 
Credit  which  will  be  as  widely  useful  here  as  have  been  the 
Credit  Foncier  organizations  of  the  Continent  of  Europe  for  the 
last  hundred  years. 
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MR.  SECRETARY  BRISTOW’S  REPORT. 

The  report  of  the  Secretary  of  the  Treasury  has  produced  a 
favorable  impression  throughout  the  country.  The  dissatisfaction 
with  which  its  wholesome  suggestions  about  specie  payments  are  in 
some  quarters  regarded  is  slight  and  confined  to  a few  persons, 
while  the  vigorous  earnestness  of  its  discussion  of  this  and  other 
topics  renders  it  one  of  the  most  popular,  timely,  and  useful  State 
papers  that  have  ever  issued  from  the  National  Treasury.  The 
receipts  for  the  fiscal  year  have  amounted,  to  $289,478,756 
and  the  expenses  to  $287,133,873,  leaving  a surplus  revenue  of 
$2,344,882.  For  the  current  year  Mr.  Bristow  estimates  the  rev- 
enues at  284  millions,  the  expenses  at  275  millions,  and  the  surplus 
at  nine  millions.  This  surplus  will  be  applied  to  the  sinking  fund, 
which  by  law  requires  an  aggregate  of  $31,096,545.  Unless, 
therefore,  the  actual  receipts  of  the  Treasury  shall  exceed  the  es- 
timates, there  will  be  a deficiency  in  the  sinking  fund  account  for 
this  year  of  22  millions.  As,  however,  in  previous  years  of  surplus 
a larger  amount  of  the  debt  was  paid  off  than  the  sinking  fund 
law  required,  some  persons  have  argued  that  the  excess  Should  be 
reckoned  to  the  sinking  fund  account.  If  this  can  be  done,  the 
expedient  would  obviate  the  necessity  of  imposing  any  special  taxes 
for  the  purpose  of  supplying  the  deficiencies  of  the  sinking  fund. 
This  deficiency  amounted  last  year,  we  believe,  to  about  18  millions; 
which,  with  the  estimated  short  coming  this  year,  will  give  an  ag- 
gregate of  40  millions  of  dollars. 

To  relieve  the  pressure  of  the  debt  on  the  resources  of  the 
country,  the  work  of  funding  the  public  obligations  at  a lower  rate 
of  interest  was  begun  several  years  ago.  It  is  still  going  on.  Mr. 
Bristow  gives  a succinct  narrative  of  his  own  negotiations  in  re- 
gard to  this  refunding  operation.  He  says:  “ On  assuming  charge 
of  this  department,  June  3,  1874,  the  Secretary  found  the  balance  of 
the  five  per  cent,  loan  authorized  by  the  acts  of  July  14,  1870,  and 
January  20,  1871,  then  unissued,  to  be  $ 178,548,300.  During 
the  month  of  June  proposals  were  received  from  several  parties 
desiring  to  negotiate  these  bonds,  but  they  were  not  deemed  satis- 
factory, and  were  consequently  declined.  On  the  2d  day  of  July 
a circular  was  issued  by  the  Secretary,  inviting  proposals,  and  in 
response  thereto  bids  from  various  parties,  at  home  and  abroad, 
were  received,  the  aggregate  amount  of  which  was  $75,933,550* 
Of  this  amount,  $ 20,933,550  comprised  the  domestic  bids,  and 
$55,000,000  the  joint  proposal  of  Messrs.  N.  M.  Rothschild  & Sons, 
of  London,  and  Messrs.  J.  & W.  Seligman  & Co.,  of  New  York. 
The  domestic  bids  at  par  and  above,  which  were  accepted  by  the 
department,  aggregated  $10,113,550,  and  those  at  less  than  par, 
which  were  rejected,  amounted  to  $10,820,000. 

“The  proposal  for  $55,000,000  excluded  the  acceptance  of  all 
other  bids,  and  provided  that  the  parties  should  purchase 
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$ 10,000,000  on  or  before  August  1,  1874,  and  the  remaining 
$45,000,000  at  their  pleasure,  in  several  successive  installments, 
prior  to  February  1,  1875;  a^s0  ^at  t^iey  should  have  the  option  of 
the  entire  balance  of  the  five  per  cent,  loan,  $122,688,550,  until 
the  expiration  of  six  months  from  January  31,  1875,  and  that  the 
Secretary  should  keep  an  agent  in  London  to  deliver  new  fives 
and  receive  payment  therefor.  This  proposition  was  modified,  and 
on  the  28th  day  of  July  a contract  was  entered  into  between  the 
Secretary  and  Messrs.  August  Belmont  & Co.,  of  New  York,  on 
behalf  of  Messrs.  N.  M.  Rothschild  & Sons,  of  London,  England, 
and  assoociates,  and  Messrs.  J.  & W.  Seligman  & Co.,  of  New 
York,  for  themselves  and  associates,  for  the  negotiation  of 
$45,000,000  of  the  five  per  cent,  bonds,  the  contracting  parties 
having  deposited  with  the  United  States  Treasury  two  per  cent, 
of  the  amount  subscribed  for,  as  a guarantee  for  the  fulfillment 
of  their  agreement. 

“The  conditions  of  the  contract  are  substantially  as  follows:  The 

contracting  parties  to  have  the  option  of  the  balance  of  the  loan,  viz.: 
$122,688,550,  until  January  31,  1875;  to  be  allowed  one-quarter 
of  one  per  cent,  commission  upon  the  amount  taken ; they  agree- 
ing to  subscribe  for  15,000,000  of  the  before-mentioned  amount — 
$ 45,000,000 — on  the  first  day  of  August,  1874,  and  to  subscribe 
for  the  remaining  amount — $ 30,000,000 — at  their  pleasure,  in 
amounts  of  not  less  than  $ 5,000,000  each,  prior  to  the  31st  day 
of  January,  1875.  The  contract  also  allows  the  parties  the  exclu- 
sive right  to  subscribe  for  the  remainder  or  any  portion  of  the 
five  per  cent,  bonds  authorized  by  the  acts  of  Congress  aforesaid, 
by  giving  notice  thereof  to  the  Secretary  of  the  Treasury  prior  to 
January  31,  1875. 

“ The  agreement  on  the  part  of  the  Secretary  of  the  Treasury, 
with  the  parties  before  mentioned,  is  to  issue  calls  of  even  dates 
with  their  subscriptions  for  the  redemption  of  an  equivalent 
amount  of  six  per  cent,  five-twenty  bonds,  as  provided  by  the  act 
of  July  14,  1870.  The  subscribers  agree  to  pay  for  said  five  per 
cent,  bonds  par  and  interest  accrued  to  the  date  of  maturity  of 
each  call,  in  gold  coin,  United  States  coin  coupons,  or  any  of 
the  six  per  cent,  five-twenty  bonds  called  for  redemption;  they 
also  agree  to  defray  all  expenses  incurred  in  sending  bonds  to 
London,  upon  their  request,  and  in  transmitting  bonds,  coin, 
United  States  coupons,  or  gold  coin  to  the  Treasury  Department 
at  Washington. 

“On  account  of  the  subscriptions  of  Messrs.  Rothschild  and 
Seligman,  and  their  associates,  and  those  of  home  subscribers, 
calls  for  six  per  cent,  five-twenty  bonds  of  the  loan  of  February 
25,  1862,  have  been  made  as  follows:  August  i,‘  1874, 
$25,000,000;  September  1,  1874,  $15,000,000;  October  1,  1874, 
$10,000,000;  November  2,  1874,  $5,000,000;  total,  $55,000,000. 
The  excess  of  subscriptions  over  calls — viz.,  $ 1 13,550— has  been 
provided  for  by  uncalled  bonds  which  have  been  received  by 
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the  department  in  payment  for  that  amount.  The  larger  portion 
of  the  bonds  subscribed  for  has  thus  far  been  negotiated  in 
Europe,  where  exchanges  are  still  being  made.” 

The  Secretary  next  proceeds  to  the  subject  of  specie  payments. 
He  lays  down  the  fundamental  principle  that  the  chief  obstacle 
to  resumption  is  the  fact  that  there  is  a large  amount  of  currency 
outstanding,  in  excess  of  the  legitimate  needs  of  business,  and 
he  shows  that  this  notorious  fact  should  serve  to  dispel  the  fallacy 
that  greater  expansion  of  currency  is  the  proper  remedy  for  . the 
general  depression  and  contraction  of  the  volume  of  business. 
These  sound  views  of  currency  reform  he  discusses  in  a very  lucid, 
manner,  as  follows  : 

“While  it  seems  to  be  very  generally  conceded  that  resumption 
of  specie  payment  is  essential  to  the  honor  of  the  Government  and 
to  the  general  welfare,  the  views  of  intelligent  and  well-informed 
persons  as  to  the  best  method  of  resumption  are  so  widely  diver- 
gent, and  the  plans  that  have  been  suggested  so  multifarious,  that 
the  Secretary  feels  embarrassment  in  suggesting  a plan,  the  details 
of  which  will  commend  themselves  to  Congress.  But  there  are  one 
or  two  fundamental  ideas  underlying  the  subject,  which,  it  is 
believed,  must  be  the  basis  of  any  practicable  plan  for  resumption, 
and  are,  therefore,  submitted  for  the  consideration  of  Congress.  It 
is  obvious  that  there  can  be  no  resumption  by  the  Government 
so  long  as  the  volume  of  paper  currency  is  largely  in  excess  of 
the  possible  amount  of  coin  available  for  that  purpose  which  may 
come  into  the  Treasury  in  any  year,  and  while  no  provision  is 
made  for  the  conversion  of  this  paper  money  into  anything  having 
a nearer  relation  to  coin;  nor  is  it  possible  for  the  banks  or 
people  to  resume  so  long  as  the  large  amount  of  irredeemable 
paper  now  in  circulation  continues  to  be  by  law  legal  tender  for 
all  private  debts  with  reference  both  to  the  past  and  the  future. 

“ While  this  state  of  things  lasts  gold  will  continue  to  flow  from 
us,  and  find  employment  where  the  natural  laws  of  trade,  un- 
obstructed by  restraining  legislation,  make  its  daily  use  indispensable. 
The  Secretary,  therefore,  recommends  Congress  to  provide  by  law 
that  after  an  early  and  fixed  day  United  States  notes  shall  cease 
to  be  legal  tender  as  to  contracts  thereafter  made.  But  this  pro- 
vision should  not  apply  to  official  salaries  or  to  other  ordinary 
expenditures  of  the  Government  under  then  existing  contracts  or 
appropriations.  Between  the  day  thus  to  be  fixed  and  the  time  of 
final  resumption  a sufficient  period  should  elapse  to  enable  the 
people  and  banks  to  prepare  for  the  latter  by  such  gradual  pro- 
cesses in  business  as  will  neither  lead  to  violent  contraction  in 
credit  and  values,  nor  suddenly  increase  the  obligations  of  debtors. 
The  sudden  and  immediate  appreciation  of  the  paper  dollar  to  its 
par  value  in  gold  is  not  only  no  necessary  element  of  redemption, 
but,  as  far  as  practicable,  should  be  avoided.  If  during  the 
period  of  the  war  the  Legal-tender  acts  operated  as  a Bankrupt 
law,  compelling  creditors  to  give  acquittances  upon  the  receipt  of 
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less  than  the  full  amount  of  their  debts,  this  is  no  reason  why  the 
law  for  resumption  should*  now  compel  debtors  at  once  to  pay 
essentially  more  than  they  have  contracted  to  pay.  The  adoption 
of  such  measures  as  will  not  suddenly  increase  the  obligations  of 
debtors,  will  go  far  to  allay  and  disarm  whatever  popular  opposi- 
tion to  resumption  of  specie  payment  may  now  exist,  and,  besides, 
would  be  but  just  to  the  debtor  class.  The  day  from  which  new 
contracts  must  be  discharged  in  coin  should  be  fixed  sufficiently 
far  in  advance  to  give  the  people  and  the  banks  time  to  under- 
stand it  and  to  prepare  themselves  for  it.  It  is  believed  that  not 
many  months  will  be  necessary  for  that  purpose;  but,  to  avoid  the 
mischiefs  already  ^indicated,  this  day  should  precede  the  day  of 
final  resumption  by  a longer  period.  The  time  should  not,  in  the 
opinion  of  the  Secretary,  be  extended  beyond  three  years,  and 
might  safely  be  made  as  much  less  as  in  the  judgment  of  Congress 
would  sufficiently  protect  the  interest  of  debtors  and  avoid  the 
evils  of  too  sudden  contraction. 

“The  law  should  also  authorize  the  immediate  conversion  of 
legal-tender  notes  into  bonds  bearing  a low  rate  of  interest,  which, 
while  inviting  conversion,  should  not  be  so  high  as  to  appreciate 
the  legal-tender  notes  rapidly,  and  thereby  operate  oppressively  on 
the  debtor  class.  As  an  additional  inducement  to  the  conversion 
of  United  States  notes  into  these  bonds  at  a low  rate  of  interest, 
authority  should  be  given  for  making  them  security  for  the  circu- 
lation of  National  banks.  The  law  should  further  provide  the 
means  for  the  redemption  of  such  notes  as  may  be  presented  for 
that  purpose  when  the  period  of  resumption  shall  have  been 
reached.  To  this  end,  the  Secretary  should  be  authorized  to  make 
a loan  not  exceeding  the  total  amount  of  notes  remaining  uncon- 
verted at  the  time  of  resumption,  less  the  surplus  revenue  to  be 
made  applicable  to  such  resumption.  It  is  probable  that  the  grad- 
ual and  continued  revival  of  business  will  so  far  increase  the  rev- 
enues that  a large  loan  will  not  be  required  for  this  purpose;  but 
it  is  advisable  that  the  Secretary  be  authorized  to  make  it  in  order 
to  meet  the  contingency  of  a failure  of  sufficient  surplus  revenues. 
Such  a loan  should  be  made  by  issuing  bonds  to  run  for  such 
time  as  the  wisdom  of  Congress  may  suggest,  and  to  be  disposed 
of  from  time  to  time  as  the  necessities  of  the  case  may  require. 
In  the  opinion  of  the  Secretary  these  bonds  should  run  for  a long 
period,  and  should  bear  interest  at  a rate  not  exceeding  the  lowest 
rate  which  the  Government  may  then  be  paying  in  refunding  its 
six  per  cent,  securities.  Any  substantial  or  useful  movement  for 
resumption  necessarily  involves  supplying  the  Treasury  with  in- 
creased amounts  of  coin,  either  by  increased  revenues  or  an  ade- 
quate loan.  The  present  condition  o'f  the  credit  of  the  Govern- 
ment, which  would  be  further  enhanced  by  the  adoption  of  meas- 
ures for  a return  to  a specie  basis,  leaves  no  room  for  doubt  that 
a loan  for  such  purpose  would  be  readily  taken  at  a low  rate  of 
interest.  Measures  should  also  be  adopted  requiring  the  banks  to 
hold  gold  reserves  preparatory  to  resumption  on  their  part 
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“In  view  of  the  great  and  pressing  importance  of  the  speed- 
iest return  to  specie  payment  consonant  with  steadiness  of  business 
and  avoidance  of  violent  and  sudden  contraction,  discussion  of 
mere  details  in  advance  becomes  of  little  practical  consequence. 
What  is  demanded  by  the  best  interests  of  the  Government  and 
the  people,  and  by  the  highest  considerations  of  virtue  and  moral- 
ity, is,  that  Congress  shall  undo  that  state  of  things  which  only 
the  necessities  of  war  justified  or  required  in  this  respect.  A wise 
modification  of  existing  statutes,  which  neither  enable  nor  permit 
the  executive  branch  of  the  Government  to  effect  the  restoration 
of  a sound  currency,  will  leave  the  laws  of  trade  free  to  resume 
their  operations,  and  many  matters  of  detail  will*  adjust  themselves. 
When  the  Government  shall  have  resumed  specie  payment,  it  may 
be  expected  that  gold  will  flow  into  the  country  in  obedience  to 
the  law  of  supply  and  demand;  the  export  of  our  gold  product 
will  greatly  diminish,  and  the  millions  of  gold  which  now  consti-  * 
tute  only  a commodity  of  trade  will  resume  its  proper  functions  by 
becoming  again  a part  of  the  circulating  medium. 

“ With  the  adoption  of  the  policy  of  resumption,  free  banking 
may  safely  be  allowed,  and  the  deficit  of  the  actual  amount  of  coin 
available  for  circulation  can  be  supplied  by  bank-notes  convertible 
into  coin,  in  lieu  of  an  inconvertible  paper  currency.  The  busi- 
ness of  the  country  has  not  yet  recovered  from  the  disasters  of  the 
last  year’s  financial  panic,  the  causes  of  which  it  is  by  no  means 
difficult  to  trace.  It  was  the  direct  and  immediate  result  of  that 
excessive  development  of  speculative  enterprises,  overtrading  • and 
inflation  of  credit  which  invariably  follows  large  issues  of  incon- 
vertible paper  currency.  The  almost  boundless  resources  and  en- 
ergies of  the  country  must  compel  the  gradual  re-establishment  of 
business,  but  capital,  with  its  accustomed  sensitiveness  to  danger, 
is  slow  to  return  to  the  avenues  of  trade.  Values  are  fluctuating 
and  uncertain.  Labor  receives  its  reward  in  currency  that  is  un- 
steady, and  whose  purchasing  power  changes  almost  daily.  Nei- 
ther the  reward  of  labor  nor  the  value  of  commodities  is  measured 
by  any  certain  standard. 

“ The  enactment  of  a law  having  for  its  purpose  the  substitu- 
tion of  a sound  and  stable  medium  of  exchange  for  an  irredeem- 
able paper  currency  will  tend  to  restore  confidence,  and  thus  cause 
a revival  of  industries  and  general  business.  There  will  be  no 
better  time  in  the  future  to  enter  upon  the  work  of  returning  to  a 
specie  basis,  and  the  Secretary  feels  that  he  cannot  too  strongly 
urge  the  adoption  of  the  measures  he  has  indicated,  or  such  others 
as  will  more  certainly  lead  to  the  desired  end.” 

An  important  part  of  the  report  is  devoted  to  the  National  bank- 
ing system.  Mr.  Bristow  endorses  the  chief  suggestions  of  the 
Comptroller  of  the  Currency.  Calling  attention  to  the  payment 
of  interest  on  deposits,  he  recommends  Congress  to  impose  a 
special  tax  upon  the  amount  of  deposits  bearing  interest  in  State 
banks,  private  banks,  and  National  banks.  On  this  important  ques- 
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tion  the  Secretary  offers  the  following  argument  based  on  the  re- 
ports of  our  Metropolitan  banks. 

“The  capital  of  the  forty-eight  National  banks  of  New  York 
city  was  $68,500,000,  with  a surplus  of  $22,653,881;  net  deposits, 
$204,620,288;  loans,  $201,778,054,  of  which  $4,721,638  were  loans 
on  United  States  bonds  payable  on  demand;  $51, 478,^691  were  loans 
on  other  stocks  and  bonds  payable  on  demand,  and  $ 5,735,137 
were  loans  payable  in  gold.  The  aggregate  call-loans  of  the  banks 
of  New  York  city  on  the  2d  of  October  last  were  $56,200,329,  cor- 
responding very  nearly  in  amount  with  the  same  class  of  loans  on 
October  3,  1872,  which  then  stood  at  $56,590,363,  showing  that 
the  charactrf  of  the  loans  of  the  New  York  city  banks  has  not 
materially  changed  since  the  panic  of  1873.  The  net  amount  on 
deposit  with  these  banks  by  other  National  banks  was  $56,237,452. 
It  thus  appears  that  nearly  the  whole  amount  of  the  balances  due 
to  other  National  banks  is  invested  in  loans  payable  on  call.  In- 
terest is  paid  on  a large  portion  of  the  balances  due  to  other  banks, 
and  they  must  be  so  invested  as  to  be  readily  available,  such  deposits 
being  subject  to  far  greater  fluctuations  in  volume  than  a similar 
line  of  commercial  deposits.  The  banker  thus  makes  the  broker 
a convenience  for  obtaining  interest  on  money  which  he  could  not 
prudently  invest  in  commercial  paper.  The  statistical  table  of  the 
rate  of  interest  in  New  York  city,  prepared  from  daily  reports, 
shows  the  following  results,  to  wit:  The  average  rate  of  interest 

for  the  past  year  was  3.8  per  cent,  on  call-loans  and  6.4  per  cent, 
on  commercial  paper,  and  for  the  six  months  ending  October 
31,  1874,  the  average  rate  was  2.7  per  cent,  on  call-loans  and 
5.6  on  commercial  paper.  The  attention  of  Congress  has  fre- 
quently been  called  by  the  Secretary  and  the  Comptroller  of 
the  Currency  to  the  evils  arising  from  the  payment  of  interest 
on  deposits,  and  efforts  have  been  made  by  the  more  conservative 
bankers  to  discourage  the  practice.  The  difficulty  in  the  way  of 
legislation  is,  that,  while  Congress  has  the  power  to  prohibit  the 
payment  of  interest  on  deposits  by  the  National  banks,  by  the  im- 
position of  penalties,  it  has  no  such  power  with  reference  to  the 
State  banks  and  private  bankers.  The  only  practicable  legislation 
upon  this  subject  which  would  not  discriminate  against  the  Na- 
tional banks  would  seem  to  be  the  imposition  of  a special  tax 
upon  all  interest-bearing  deposits.” 

Recurring  to  the  subject  of  specie  payments,  Mr.  Bristow  argues 
that  it  is  important  to  manufacture  a large  quantity  of  silver  coin 
to  take  the  place  of  the  fractional  notes,  and,  as  its  preparation  at 
the  mints  will  require  considerable  time,  it  is  recommended  that 
authority  be  given  the  Secretary  to  commence  the  manufacture  of 
such  coinage,  beginning  with  the  smallest  denomination,  and  to 
gradually  withdraw  the  fractional  notes. 

J jjThe  amount  of  bullion  coined  in  the  United  States  mints,  he 
reports  as  follows  for  the  last  fiscal  year:  Gold,  $ 68,86 1, 594*97 > 

silver,  $15,122,151.31;  total,  $83,983,746.28. 
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Deducting  re-deposits,  bars  made  at  one  institution  and  deposit- 
ed at  another,  the  deposits  were:  Gold,  $49,142,511.06;  silver, 

$11484,677.78. 

The  gold  coinage,  including  worn  pieces  recoined,  was 
$50442,690;  silver  coinage,  $5,983,601;  gold  bars  stamped, 
$31485,818;  silver  bars  stamped,  $6,847,799.18.  Compared  with 
the  previous  year  there  was  an  increase  in  the  gold  coinage  of 
$ I5>193»352*5°  > « silver  coinage,  $3,037,805.80;  and  in  gold 
and  silver  bars,  $10,816,087.57.  The  trade  dollar  has  been  suc- 
cessfully introduced  into  the  oriental  markets  with  advantage  to 
American  commerce.  A twenty-cent  silver  coin  bqjng  required 
for  the  purpose  of  convenience  in  making  change,  the  enactment 
of  a law  authorizing  the  coinage  of  a piece  of  that  denomination 
is  recommended.  The  estimate  of  the  Director  of  the  Mint  shows 
a gain  in  specie  and  in  bullion  in  the  last  two  fiscal  years  of 
about  $38,000,000,  and  the  stock  of  specie  in  the  country  to  be 
about  $ 166,000,000. 

“The  estimated  increase  of  coin  and  bullion,”  the  Secretary  says, 
“is  one  of  the  evdences  of  a gradual  recuperation  of  the  country 
from  the  effects  of  a destructive  civil  strife,  and,  in  connection  with 
an  annual  production  of  about  $ 70,000,000  of  the  precious  metals, 
affords  encouragement  that  a stock  of  coin  may,  within  reasonable 
time  and  with  favorable  legislation,  accumulate  to  an  extent  suffi- 
cient to  enable  resumption  of  specie  payments  to  be  undertaken 
and  maintained.  There  would  appear  to  be  no  doubt  that  bullion 
converted  into  coin  will,  as  a general  rule,  remain  longer  in  the 
country  than  if  left  in  an  uncoined  condition  to  seek  foreign 
markets.  Our  policy  should,  therefore,  be  to  encourage  the  coin- 
age of  both  gold  and  silver.  With  respect  to  the  charge  made 
under  existing  laws  for  the  coinage  of  gold,  which  in  this  country 
is  the  standard  metal,  it  no  doubt  tends  to  create  an  adverse  ex- 
change, and  causes  bullion  to  be  exported  to  London,  where  no 
charge  for  coinage  of  gold  is  made.  The  expediency  of  continu- 
ing the  charge  in  the  present  financial  condition  of  the  country 
may  well  be  doubted.” 

As  to  the  condition  of  commerce  and  navigation,  Mr.  Bristow 
reports  that  the  export  of  coin  and  bullion  was  $ 24,952,138  less 
than  for  the  preceding  year,  while  the  exports  of  domestic  mer- 
chandise have  increased  $63,803,118.  There  appears  to  have  been 
a decrease  in  importations  for  the  last  year  of  $ 74,729,868  as  com- 
pared with  the  previous  fiscal  year,  and  of  $ 59,188,735  as  com- 
pared with  the  fiscal  year  ended  June  30,  1872.  He  says:  “Little 
improvement  is  observable  in  the  foreign  carrying  trade ; over  seventy- 
two  per  cent,  of  our  imports  and  exports  during  the  last  fiscal  year 
was  carried  in  foreign  vessels.  This  ratio  is,  however,  a somewhat 
better  exhibit  than  for  the  fiscal  year  1872,  when  seventy-six  per 
cent,  of  this  trade  was  transported  in  vessels  of  other  nations.  It 
is  estimated  that,  prior  to  i860,  from  seventy-five  to  eighty  per 
cent  was  done  in  vessels  of  the  United  States.  From  the  report 
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of  the  Register  of  the  Treasury,  the  total  tonnage  of  vessels  of 
the  United  States  appears  to  be  4,800,652  tons,  being  an  increase 
over  that  of  the  fiscal  year  ended  June  30,  1873,  of  104,626  tons, 
notwithstanding  the  omission  from  the  official  returns,  under  the 
act  of  April  18,  1874,  of  canal-boat  tonnage,  amounting  to  133,065 
tons.  The  tonnage  of  vessels  built  during  the  last  fiscal  year,  as 
given  in  the  report  of  the  Register,  is  432,725  tons,  which  amount 
exceeds  that  of  the  preceding  year  by  73,479  tons,  and  is  greater  than 
that  of  any  year  since  1855.” 

We  recently  called  attention  to  the  fact  that  the  Pacific  railroads 
would  be  required  to  contribute  to  the  United  States  Treasury  five 
per  cent,  of ^heir  net  earnings.  Mr.  Bristow  refers  to  this  important 

source  of  Government  revenue ; he  says  that  “ By  the  sixth  section 
of  the  act  approved  July  1,  1862,  to  aid  in  the  construction  of  the 
Pacific  Railroad,  and  subsequent  legislation,  the  Central,  Union,  Cen- 
tral Branch  of  the  Union,  Sioux  City  and  Pacific,  Kansas,  and  West- 
ern Pacific  Railroad  Companies  are  required,  from  the  date  of  the 
completion  of  their  several  roads,  to  pay  the  United  States  five  per 
centum  of  their  annual  net  earnings.  Congress,  at  its  last  session, 
by  an  act  approved  June  22,  1874,  directed  the  Secretary  of  the 
Treasury  to  demand  of  the  Treasurer  of  each  of  said  companies  all 
sums  due  to  the  United  States,  and  in  default  of  payment  for  sixty 
days  thereafter,  to  certify  that  fact  to  the  Attorney- General,  who 
is  required  thereupon  to  institute  such  legal  proceedings  as  may 
be  found  necessary  to  enforce  payment  thereof.  The  twentieth  sec- 
tion of  this  act  required  the  companies  to  make  annual  reports  to 
the  Secretary  of  the  Treasury,  which,  if  made,  would  show  their 
annual  net  earnings ; but,  by  subsequent  legislation,  they  were  directed 
to  make  this  report  to  the  Secretary  of  the  Interior.  They  have  not, 
however,  as  it  appears,  fully  complied  with  this  requirement.” 

“ Upon  information  derived  from  other  sources,  estimates  have 
been  made  approximating  as  nearly  as  practicable  the  net  earnings 
of  these  railroad  companies,  and  demands  have  been  made  for 
the  payment  of  the  amounts  thus  ascertained.  Demand  in  writing 
has  been  served  personally  upon  the  treasurer  of  each  company. 
The  aggregate  amount  now  due  from  all  the  companies  upon  the 
best  data  at  hand,  closely  approximates  $3,000,000.  Should  pay- 
ment not  be  made  within  sixty  days,  the  matter  will  be  reported 
to  the  Attorney-General,  in  conformity  to  the  requirement  of  the 
act  of  June  22,  1874.” 

Among  the  fiscal  recommendations  which  the  Secretary  offers  for 
the  consideration  of  Congress,  the  most  important  are  the  repeal 
of  the  stamp  duty  on  bank  checks,  the  re-imposition  of  the  tea 
and  coffee  duties,  and  the  addition  of  ten  cents  a gallon  to  the 
tax  on  spirits.  He  also  recommends  a revision  of  some  of  the 
regulations  relative  to  the  import  duties  by  a special  commission. 

From  th6  decline  in  the  receipts  from  internal  revenue  and 
from  customs  duties  he  argues  the  importance  of  reducing  the 
expenses  of  collection,  and  of  enforcing  the  most  rigid  economy  in 
every  department  of  the  public  expenditures. 
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REPORT  OF  THE  COMPTROLLER  CTF  THE  CURRENCY. 

* 

The  report  of  Mr.  Knox  on  the  National  Banks  is,  as  usual,  an 
elaborate  document,  and  it  will  be  read  with  the  more  attentioi 
in  consequence  of  the  new  legislation  which  has  already  begun  to 
show  its  effects  in  the  operation  of  the  banking  system.  During 
the  past  year  seventy-one  ' National  banks  have  been  organized, 
with  an  authorized  capital  of  $6,745,500.  Three  banks  have  failed 
during  the  year,  and  twenty  have  gone  into  voluntar/*liquidation. 
The  total  number  of  banks  organized  under  the  national  currency 
law  since  the  first  enactment  of  28th  February,  1862,  is  2,200;  of 
these,  thirty-five  banks  have  failed  and  one  hundred  and  thirty- 
seven  have  gone  into  voluntary  liquidation  ; 2,028  banks  in  opera- 
tion 1st  Nov.,  1864. 

The  capital  of  the  National  banks  is  now  $493,765,121,  as 
shown  by  the  October  reports  of  1874.  In  October,  1870,  the 
aggregate  capital  was  $430,399,301.  The  deposits  have  increased 
from  $ 501,407,587  in  1870  to  $669,068,906.  The  notes  issues 
have  risen  from  $291,798,640  in  1870  to  $333,225,298  in  1874. 
The  loans  have  risen  from  $712,767,453  in  1870  to  $949,870,628 
in  1874.  The  average  reserve  in  October,  1870,  was  20.9  per 
cent,  for  the  country  banks,  and  29  per  cent,  for  the  redemption 
cities.  In  October,  1874,  the  reserve  stood  at  34.3  per  cent,  for 
the  country  banks,  and  at  33*9  per  cent,  for  the  redemption  cities. 
The  inference  is  that  the  banking  system  is  not  only  larger,  but 
stronger  than  it  was  four  years  ago.  Mr.  Knox  elucidates  this 
fact  by  elaborate  tables. 

Among  the  novel  statistical  matter,  we  observe  in  the  report  a 
table  showing  the  distribution  of  the  banks  in  the  great  centers 
and  in  the  interior.  Of  our  2,004  banks,  48  are  in  New  York 
city;  94  in  Boston,  Philadelphia  and  Baltimore;  88  in  the  12 
other  redemption  cities,  while  the  remaining  1,774  are  country 
banks.  How  the  capital,  deposits,  loans  and  circulation  are  dis- 
tributed is  shown  in  a series  of  elaborate  tables,  which  will  be  of 
service  for  future  reference.  We  compile  the  following  summary 
of  the  chief  facts: 

Total  Boston,  Phil-  Other  Re-  Total  Aggregate 


New  York  adelphia  and  demotion  Country  in  all  the 
City.  Baltimore.  cities .*  banks.  States. 

48  banks.  94  banks.  88  banks.  1,774  banks.  2,004  banks. 
Capital  and  Surplus...  $91,153, 88x  . $101,419,269  . $60,790491  . $369,359,587  . $622,723,228 

Deposits 201,323,282  . 114,200,822  . 74. 554.3x1  . 278990,581  . 669,068996 

National  Bank  Notes .. . 25,291,781  . 44,039,276  . 29,124,202  . 234.770,039  . 333,225.298 

Loans  and  Discounts.  . . 199,777,054  . 171,438,221  . 100,360,154  . 466,295,198  . 949,870,627 

Specie 14,406,267  . 2,776,009  . 1,682  477  . 2,275,292  . 21,240,945 

-Greenbacks 20,874,595  . 12,098,851  . 14,146017  . 32,897,483  . 80,016,946 

U.  S.  Certificates 31.555,000  . 7,530,000  . 2,970,000  . 775*°°°  • 42f83o,ooo 

5p.  c.  Redemp.  fund . . . 1,464,616  . 2,277,015  . 1,421,062  . 11,891,414  . i7.°54.x<>7 


* These  “ other  redemption  cities”  are  twelve  in  number;  AJbanv,  Pittsburgh,  Washington,  New 
Orleans,  Louisville,  Cincinnati,  Cleveland,  Chicago,  Detroit  Milwaukee,  St  Louis,  and  San 
Francisco. 
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The  chief  use  of  these  comparative  statistics  is  twofold.  First, 
they  show  how  the  strength  of  the  banking  system  is  diffused 
throughout  the  country ; and  secondly,  they  give  important  data  for 
comparing  the  future  development  of  fhe  National  bank  organism, 
and  of  ascertaining  whether  its  growth  is  wholesome  and  normd. 
Stability  requires  that  the  banks  in  New  York,  which  form  the 
center  of  the  system,  should  bear  a certain  proportion  to  the 
banks  of  the  interior  in  point  of  capital,  deposits,  and  legal-tender 
reserve.  The  changes  of  the  last  five  years  in  the  National  banking 
system  show,  from  various  causes,  a tendency  to  enlarge  the  country 
bank  proportion  at  the  expense  of  the  great  centers.  Hence,  the 
equilibriurafrof  the  whole  system  is  believed  to  have  suffered,  and 
from  the  disturbance  thus  introduced  into  the  banking  movements  of 
the  country  the  autumn  stringency  of  the  last  five  or  six  years  is 
supposed  to  have  borrowed  part  of  its  severity.  How  far  the 
law  of  June  20th,  1874,  will  tend  to  stimulate  the  growth  of  the 
country  banks  and  to  check  the  growth  of  the  central  parts  of 
the  system,  it  is  premature  as  yet  to  attempt  to  predict.  In  esti- 
mating such  changes  in  the  distribution  of  the  National  banks  in 
the  interior,  however,  two  facts  must  be  carefully  borne  in  mind. 
First,  that  the  growth  of  capital  and  the  extension  of  business  is 
advancing  with  rapid  strides;  and  secondly,  that  banking  econo- 
mies in  our  large  cities  can  be  used  much  more  advantageously 
than  in  the  less  centralized  and  more  sparsely  populated  parts  of 
the  country. 

The  total  circulation  outstanding  on  November  1,  1874,  includ- 
ing the  amount  ($  3,136,094)  due  to  banks  for  mutilated  notes 
destroyed,  was  $351,927,246,  leaving  $2,072,754  yet  to  be  issued 
of  the  $354,000,000  authorized.  Since  the  passage  of  the  act  of 
June  20,  1874,  forty-s|x  National  banks  have  been  organized,  with 
a capital  of  $4,019,000,  to  which  circulation  has  been  issued 
amounting  to  $ 1,842,650.  The  amount  of  circulation  still  due  to 
these  banks,  and  to  other  banks  previously  organized,  is  $ 3,707,000. 
Applications  have  been  made  for  the  organization  of  sixty-four 
other  National  banks,  with  a capital  of  $ 5,110,000,  and  circulation 
amounting  to  $4,509,000  has  been  assigned  to  these  proposed 
organizations.  Under  section  4 of  the  act  of  June  20,  1874, 
$7,714,550  of  legal-tender  notes  have  been  deposited  for  the  pur- 
pose of  withdrawing  from  circulation  the  same  amount  of  National 
bank-notes.  The  amount  of  circulation  now  at  the  disposal  of 
the  Comptroller,  or  hereafter  to  be  placed  at  his  disposal,  for  dis- 
tribution from  these  different  sources,  is  as  follows : 

The  portion  of  th€"$  354,000,000  authorized,  remaining  unissued $2,072,754 

Notes  of  banks  which  have  deposited  lawful  money  for  withdrawal  of 

circulation 7»7I4»55° 

Notes  in  circulation  of  banks  in  liquidation 6492,205 

Total $ 16,279,589 

It  is  probable  that  of  the  notes  of  banks  whose  circulation  is 
being  retired,  a sufficient  amount  will  be  returned  and  destroyed 
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to  supply  all  applications  for  new  organizations  for  some  months 
to  come.  The  amount  subject  to  withdrawal  under  sections  7 and 
9 of  the  act  of  June  20,  1874,  in  States  having  more  than  their 
proportion  of  circulation,  is  as  follows: 


Ffom  four  banks  in  New  York  city 

From  seventeen  banks  in  Providence 

From  fifteen  banks  in  Connecticut 

From  thirty-eight  banks  in  Boston 

From  twenty  banks  in  Massachusetts 

From  four  banks  in  Maine 

From  four  banks  in  Vermont 

From  twelve  banks  in  Baltimore 

From  one  bank  in  Delaware 

From  forty -one  banks  in  Pennsylvania 

From  eleven  banks  in  New  Jersey 

Add  amount  of  circulation  remaining  unissued  and  amount  to  be  with- 
drawn as  stated  on  the  preceding  page 


$1,3*8,538 
2,818,100 
3,034,020 
I2,853,750 
2.553,225 
668,  oco 

S9S*oo 

2,1 12,876 
99.850 
3.967.19S 
980,000 

16,279,589 


Total 


$47.35°»743 


The  aggregate  amount  of  circulation  at  the  disposal,  or  here- 
after to  be  placed  at  the  disposal,  of  the  Comptroller  for  redis- 
tribution among  the  States  which  are  deficient,  is  therefore 
$47>35°»743- 

One  of  the  most  interesting  parts  of  the  report  is  taken  up  with 
a practical  review  of  the  condition  of  the  Legal-tender  reserves  held 
by  the  National  banks.  The  Comptroller  says  : “The  National  bank 
act  required  that  the  National  banks  in  New  York  city  should 
hold,  in  lawful  money,*  an  amount  equal  to  at  least  25  per  cent,  of 
their  deposits  and  circulation  as  a reserve  fund ; that  the  banks  in  the 
other  redeeming  cities  should  also  hold  25  per  cent,  of  their  deposits 
and  circulation  as  a reserve;  but  that  each  of  such  associations 
may  keep  one-half  of  its  lawful  money  reserve  in  cash  deposits  in 
the  city  of  New  York.  Every  other  association  was  required  ‘to 
have  on  hand,  in  lawful  money  of  the  United  States,  an  amount 
equal  to  at  least  1 5 per  cent,  of  the  aggregate  amount  of  its  notes 
in  circulation  and  of  its  deposits/  three-fifths  of  which  amount  could 
consist  of  balances  due  from  approved  associations  in  the  redemp- 
tion cities.  The  act  of  June  20,  1874,  repealed  the  provision 
requiring  the  National  banks  to  hold  reserve  upon  circulation.  It 
also  provides  that  the  National  banks  shall  at  all  times  have  on 
deposit  in  the  Treasury  of  the  United  States,  in  lawful  money,  a 
sum  equal  to  5 per  cent,  of  their  circulation,  to  be  held  and  used 
for  the  redemption  of  such  circulation,  which  amount  is  authorized 
to  be  counted  as  a part  of  the  lawful  reserve  on  deposits ; the 
circulation  of  the  banks  to  be  redeemed  only  at  the  counter  of 
the  bank  and  at  the  Treasury.  The  act  abolished  the  agencies 
at  which  the  circulation  had  been  previously  redeemed;  and  a 
strict  construction  of  its  provisions  would  require  National  banks, 
not  located  in  the  redemption  cities,  to  hold  in  their  own  vaults 
the  whole  amount  of  their  reserve,  except  the  5 per  cent,  upon 
circulation,  which  is  to  be  kept  on  deposit  in  the  Treasury. 
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“The  banks  in  the  redemption  cities  are  still  authorized  ‘to 
keep  one-half  of  their  lawful  money  reserve  in  cash  deposits  in 
the  city  of  New  York.’  The  bill  which  passed  the  House  during 
the  last  session  provided  ‘ that  sections  thirty -one  and  thirty-two  of 
the  National  bank  act  be  amended  by  requiring  that  each  of  the 
said  associations  shall  keep  its  lawful  money  reserve  within  its  own 
vaults  at  the  place  where  its  operations  of  discount  and  deposit 
are  carried  on.’  This  bill,  as  subsequently  amended  and  passed 
by  the  Senate,'  contained  substantially  the  same  provision,  but  it 
was  finally  lost  in  the  House  and  went  to  a conference  committee, 
which  committee  reported  the  present  law,  omitting  the  clause  last 
quoted.  It  is  true  that  the  act,  as  approved,  abolishes  the  redemp- 
tion agencies;  but  as  banks  located  in  the  redemption  cities  are 
still  authorized  by  the  act  previously  in  force  to  hold  one-half  of 
their  reserve  in  the  city  of  New  York,  the  Comptroller  construed  the 
intent  and  meaning  of  the  act  to  be  to  abolish  the  reserve  on  circu- 
lation, and  to  authorize  the  5 per  cent,  deposit  in  the  Treasury  to  be 
counted  as  a part  of  the  reserve  on  deposits,  the  remainder  of  the 
reserve  to  be  held,  as  formerly,  in  the  vaults  of  the  banks  and  with 
their  reserve  agents,  as  provided  by  sections  31  and  32  of  the 
National  bank  act. 

“Since  the  passage  of  the  act  two  reports  have  been  made  by 
the  National  banks  of  the  country;  one  on  the  26th  day  of  June, 
a few  days  after  its  passage,  and  the  other  on  the  2d  day  of 
October.  The  reports  of  the  condition  of  the  banks  in  October, 
1874,  show  that  the  amount  of  lawful  njoney  reserve  required 
under  the  act  of  June  20,  1874,  was,  for  country  banks,  $ 43,800,033, 
of  which  $12,763,448  was  required  to  be  kept  on  hand  and 
$11,891,414  in  the  Treasury  to  redeem  circulation.  For  banks  in 
redemption  cities  the  necessaiy  reserve  was  $53,738,059,  of  which 
$25,019,991  was  required  to  be  kept  on  hand,  and  $3,698,078  in 
the  Treasury  to  redeem  circulation ; and  for  banks  in  New  York 
city  the  reserve  required  was  $51,155,072,  of  which  $49,690,456 
was  required  to  be  kept  on  hand,  and  $ 1,464,616  in  the  Treasury 
to  redeem  circulation.  Under  the  act  of  June  20,  1874,  therefore, 
the  whole  amount  of  legal-tender  notes  required  to  be  held  was: 
in  the  vaults  of  the  banks  $87,473,895,  and  in  the  Treasury 
$ 17,054,108 — in  alb  $ 104,528,003.” 

“Under  the  national  bank  act  previously  in  force,  the  amount 
necessary  for  reserve  would  have  been,  at  that  date  (October  2, 
1874),  for  country  .banks,  $78,915,055,  the  proportion  to  be  kept 
on  hand  being  $31,566,022;  for  banks  in  the  redemption  cities 
$ 71,669,424,  the  proportion  to  be  kept  on  hand  being  $ 35,834>7I2> 
and  for  banks  in  New  York  city  $ 57,478,017,  all  of  which  must 
have  been  kept  on  hand.  The  whole  amount  of  legal-tender 
money  required  to  be  held  in  the  vaults  of  the  banks  under  the 
national  bank  act  would,  therefore,  have  been  $ 124,878,751,  fro® 
which,  deducting  the  amount  required  to  be  kept  on  hand  and  in 
the  Treasury,  under  the  law  now  in  force  ($  104,528,003),  it  will 
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be  seen  that  legal-tender  notes  to  the  amount  of  $ 20,350,748  are 
released  from  the  reserves  of  the  banks.” 

Another  important  topic  is  the  condition  of  the  New  York  banks 
during  the  panic,  as  compared  with  previous  years.  Mr.  Knox  gives, 
from  reports  made  to  the  New  York  Clearing-House,  a table  of  the 
average  liabilities  and  reserves  of  the  national  banks  in  New  York 
city,  weekly,  during  the  months  of  September  and  October  for  the 
past  five  years. 

These  statements  show,  that  while  the  deposits  of  national  banks 
have,  during  the  last  year,  been  much  greater  than  the  average  since 
the  organization  of  the  system,  the  amount  of  lawful  money  held  by 
them  has  also  been  much  greater,  the  reserve  in  their  own  vaults 
being,  at  the  date  of  their  last  reports,  $ 55,000,000,  and  the  total 
reserve  $94,700,000,  in  excess  of  the  requirements  of  the  present 
act.  One  result  of  a financial  crisis  is  a temporary  contraction  of 
the  business  of  the  country,  so  that  a less  amount  of  currency  is 
needed.  Hitherto,  during  financial  crises,  a large  number  of  banks 
of  issue  have  failed,  and  their  circulating  notes  have  consequently 
been  withdrawn ; but  no  such  reduction  of  currency  followed  the 
panic  of  September,  1873.  Since  that  date  fourteen  national  banks 
have  failed,  the  aggregate  capital  of  which  was  $ 4,075,000,  but 
the  notes  of  these  banks  have  continued  in  circulation  as  previously ; 
and  as  both  the  national  bank-notes  and  legal-tender  notes  have 
been  increased,  the  volume  of  paper  currency  in  circulation  is  greater 
than  previous  to  the  panic.  Until  the  business  of  the  country  shall 
again  resume  its  former  activity,  or  a portion  of  the  circulation  shall 
be  withdrawn,  there  will  continue  to  be  a redundancy,  which  is 
evident  from  the  fact  that,  notwithstanding  the  amendment  to  the 
act  releasing  reserve  upon  circulation,  and  the  low  rates  of  interest 
which  have  prevailed  at  the  commercial  centers  during  the  year, 
the  banks  held  at  the  date  of  the  last  report  a larger  amount  of 
cash  than  at  any  corresponding  period  for  the  last  five  years.  The 
full  effect  of  the  act  of  June  20,  1874,  which  releases  the  reserve  upon 
circulation,  cannot,  therefore,  be  ascertained  from  the  reports  of  the 
banks  until  the  business  of  the  country  shall  be  restored  to  its  normal 
condition. 

On  small  bank-notes  the  Comptroller  offers  some  timely  and  judi- 
<nous  remarks.  Of  the  legislation  about  them  at  home  and  abroad, 
he  says : “ The  issue  of  bank-notes  of  a less  denomination  than  ^5 
was  prohibited  in  England  in  1827,  and  an  act  in  1829  provided 
that  no  person  or  corporation  in  any  part  of  England  should  ‘ pub- 
lish, utter,  negotiate  or  transfer’  the  notes  of  any  Scotch  or  Irish 
bank  of  a less  denomination  than  JT 5,  under  heavy  penalties. 

“ The  Legislature  of  New  York,  by  act  of  April  20,  1830,  pro- 
hibited the  circulation  within  that  State  of  the  notes  of  other  States 
of  a less  denomination  than  $ 5,  the  penalty  being  the  forfeiture  of 
4 the  nominal  amount  of  such  bank-note,  bill  or  promissory  note, 
with  costs  of  suit;  ’ and  on  March  31,  1835,  the  Legislature  passed 
an  act  making  it  unlawful  * for  any  person  or  corporation  to  pay, 
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give,  or  offer  in  payment,  or  in  any  way  circulate  or  attempt  to 
circulate  as  money  within  this  State,  at  any  time  after  the  first  of 
January,  1845,  any  bill,  note,  or  other  evidence  of  debt,  purport- 
ing to  be  issued  by  any  body-corporate,  of  a less  denomination 
than  $5,  or  of  a denomination  between  $5  and  $10;’  the  pen- 
alty for  violation  of  the  act  being  four  times  the  nominal  value  of 
such  bill,  note,  or  evidence  of  debt  Corporations  having  banking 
powers  were  also  prohibited  from  issuing  or  putting  in  circulation 
notes  of  a less  denomination  than  $ 5,  under  a penalty  of  $ 100 
for  each  bill  put  in  circulation.  This  act  was  superseded  by  the 
act  of  February  28,  1838,  which  contained  still  more  stringent 
provisions  against  the  issue  and  circulation  of  notes  below  the  de- 
nomination of  $ 5. 

“The  Legislature  of  Pennsylvania  also  (April  16,  1850)  prohibited 
the  issuing  of  notes  of  a denomination  less  than  $ 5,  and  another  act 
(April  17,  1861)  authorized  the  issuing  of  notes  of  the  denominations 
of  one,  two  and  three  dollars  to  an  amount  not  exceeding  twenty  per 
cent,  of  the  capital  stock  paid  in. 

“ The  proposition  for  the  repeal  of  the  acts  of  the  Legislature 
of  New  York  upon  the  subject  above  cited,  constituted  one  of  the 
principal  issues  of  the  political  canvass  of  1838,  which  resulted  in 
the  election  to  the  gubernatorial  office  of  an  eminent  citizen  of 
that  State  (since  deceased)  who  favored  their  repeal;  and  these 
acts  were  repealed  February  21,  1839.  The  acts  prohibiting  the 
circulation  of  small  notes  in  New  York  and  Pennsylvania  could 
' not  be  enforced  while  banks  in  New  England  and  other  neighbor- 
ing States  had  the  right  to  circulate  such  issues,  and  they  were, 
therefore,  generally  disregarded.  The  whole  circulation  of  the 
country  is  now,  however,  under  the  control  of  Congress,  and  an  act 
to  prohibit  the  issue  of  such  notes  upon  the  return  to  specie  pay- 
ments would  apply  to  every  State  in  the  Union.  The  principle  is 
recognized  in  section  22  of  the  national  bank  act,  which  provides 
* that  not  more  than  one-sixth  part  of  the  notes  furnished  to  an 
association  shall  be  of  a less  denomination  than  $ 5,  and  that  after 
specie  payments  shall  be  resumed  no  association  shall  be  furnished 
with  notes  of  a less  denomination  than  $ 5 ; * and  also  in  section 
3 of  the  act  of  June  12,  1870,  which  prohibits  the  issue  of  circu- 
lating-notes to  gold  banks  of  a less  denomination  than  $ 5.  These 
provisions  have  had  the  effect  to  prevent  the  issue  of  any  consid- 
erable amount  of  notes  of  a less  denomination  than  $ 5,  the  whole 
amount  of  such  issues  in  circulation  at  the  present  time  being 
$8,972,841.  The  total  amount  now  outstanding  of  legal-tender 
notes  below  the  same  denomination  (one  and  two  dollar  notes) 
is  $56,223,525;  and  the  amount  of  fractional  currency  is 
$48,151,024.  The  amount  of  National  bank-notes  in  circulation 
under  the  denomination  of  $ 10  is  $ 139,980,496;  of  legal-tender 
notes,  $ 107,403,965.  If  the  whole  issue  of  legal-tender  and  Na- 
tional bank-notes  under  the  denomination  of  $ 5 should  be  with- 
drawn, it  would  place  $65,196,366  of  specie  in  the  hands  of  the 
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people;  and  if  all  the  paper  money  (including  fractional  currency) 
under  the  denomination  of  $ io  should  be  withdrawn,  it  would 
require  $295,535,485  of  specie  to  take  its  place.  The  following 
table  exhibits  the  number  and  amount  of  national  bank-notes  of 
each  denomination  which  have  been  issued  and  redeemed  since  the 
organization  of  the  system,  and  the  number  and  amount  outstand- 
ing on  November  1,  1874.  * 


Dtnomi-  — - — Number.  ■ N , — Amount — - ■ — -» 

nation.  Issued.  Redeemed.  Outstanding  Issued.  Redeemed.  Outstanding. 

$* 16,548,159.11,143,606.  5.4°4>653  $*6,548,259  $11,143,60600  $5*404*653  00 

2 5*539»l*3  3*755.019  • 1,784,094  . 11,078,226  . 7,510,03800  . 3,568,18800 

5 39  343**36  • 13,041,605  . 26,202,531  . 196,215,680  . 65,208,02500  . 131,007,65500 

10 *3-337.o76  • 3,912.707  . 9,424,369  . 133,370  760  . 39,127,07000  . 94,243,69000 

20 3,962,109  . 971.608  . 2,990,501  . 79,242,180  . 19,432,16000  . 59,810,02000 

5° 666,950  . 231.556  . 435*394  • 33.347-500  . 11,577,80000  . 21,769  70000 

100 492,482  . 196,572  . 295,910  . 40,248,200  . 19,657,20000  . 29,591,00000 

*7*344  • 11,676  . 5,668  . 8,672,000  . 5,828,00000  . 2,834,00000 

*'°°o 5*24°  - 4.683  . 557  . 5,240,000  . 4.683.00000  . 557,00000 


79,811,709  33.269,032  46.542,677  $ 532,962,805  $184,176,89900  $348,785,90600 

Deduct  for  fragments  of  notes  lost  or  destroyed 5,246  30  

Add  for  fragments  of  notes  lost  or  destroyed 5.246  30 

$ 148,171.652  70  $348,791,152  30 


From  this  table  it  will  be  seen  that  the  total  amount  now 
outstanding  of  National  bank-notes  below  the  denomination  of  $ 5 
is  $8,972,841.  With  regard  to  the  bonds  held  as  security  for  the 
notes  of  the  National  banks  Mr.  Knox  gives  the  following  state- 
ment of  the  kinds  and  amounts  of  United  States  registered  bonds 
held  by  the  Treasurer  of  the  United  States  on  the  first  day  of 
November,  1874,  to  secure  the  ultimate  redemption  of  the  notes 
in  the  event  of  the  failure  of  the  banks: 


Title  0/  Loan. 


Authorizing  Act. 


Rate  0/ 
Interest. 


A mount. 


Loan  of  February  8,  1861,  (8is) 

I-oan  of  July  and  August,  1861,  (81s). 

Loan  of  1863,  (81s) 

Five-t  wen  ties  of  186a 

Ten-forties  of  1864.  % 

Five-twenties  of  March  3,  1864 

Five-twenties  of  June,  1864 

Five-twenties  of  1865 

Five-twenties  of  1865,  2d  series 

Five-twenties  of  T867 

Five-twenties  of  1868 - 

Funded  loan  of  1881 

U.  S.  bonds  issued  to  Pacific  R.R.Cos. 


February  8.  1861 

Tuly  17  and  August  5,  1861. 

March  3,  1863 

February  25,  1862 

March  3,  1864 

March  3,  1864 

{une  30,  1864 

larch  3,  1865 

March  3,  1865 

March  3,  1865 

March  3.  1865 

July  14, 1870,  & Jan.  20,  1871 
July  1,  186a,  & July  2,  1864 


61  per 

cent. 

• $ 3>959»°°° 

6 per 

cent. 

. 55,298-050 

6 per 

cent. 

• 30,37**050 

6 per 

cent. 

288,400 

5 P«r 

cent. 

. 104,463,250 

6 per 

cent. 

706,000 

6 per 

cent. 

• 9.430,750 

6 per 

cent. 

9,231,200 

6 per 

cent. 

• 6,899,500 

6 per 

cent. 

*2,732,200 

6 per 

cent. 

3298,500 

5 Pc* 

cent. 

• *34,976850 

6 per 

cent. 

13.767,000 

Total 


385*42**750 


From  an  examination  of  the  table  it  will  be  found  that  these 
bonds  consist  of  $ 145,981,650  of  6 per  cent,  bonds,  and 
$239,440,100  of  5 per  cent,  bonds.  On  October  1,  1870,  the 
Treasurer  held  as  security  for  the  circulating  notes  of  the  National 
banks  $342,833,850  of  United  States  bonds,  *of  which  only 
$95»942i55o  were  5 per  cent,  bonds;  from  v/hich  it  appears  that 
there  has  been  during  the  last  four  years  an  increase  in  the  5 per 
cent,  bonds  of  $ 143,497,550,  and  a decrease  in  the  6 per  cent, 
bonds  of  $ 100,909,650. 
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HOW  FRANCE  PAID  THE  INDEMNITY  TO  GERMANY 
Official  Report  by  M.  Leon  Say. 

This  report  has  been  looked  for  with  much  interest,  not  only 
in  Europe  but  in  this  country.  At  an  early  stage  of  the 
payment  of  the  French  indemnity,  it  was  observed  that  the  Paris 
bankers  were  beginning  to  export  our  securities  to  this  country,  as 
well  as  to  England  and  Germany,  in  both  of  which  countries,  at 
that  time,  there  was  a more  active  demand  than  prevails  at 
present.  The  fact  that  France  was  exporting  foreign  securities 
previously  held  by  French  investors,  was  thus  demonstrated;  and 
a little  inquiry  soon  showed  that  the  exportation  was  active  and 
had  reached  considerable  dimensions.  This  movement  seemed  to 
us  of  the  more  importance,  as  it  threw  light  on  certain  financial 
questions  which  at  that  time  were  causing  anxiety  all  over  Europe. 
When  the  French  indemnity  was  fixed  at  five  milliards,  the  great 
economists  and  bankers,  with  few  exceptions,  declared  that  such 
an  enormous  sum  could  not  be  surrendered  by  one  country  to 
another  without  permanently  impoverishing  France,  and  disturbing 
the  money  markets  of  the  world  for  many  years  to  come.  The 
singular  rapidity  with  which  the  payment  was  effected,  and  the 
freedom  from  monetary  trouble  secured  to  France  during  the  stu- 
pendous transfers  of  capital  to  Germany,  proved  that  some  ex- 
portable commodity,  not  commonly  observed,  must  have  passed 
into  foreign  hands  from  French  investors, — and  that  this  exportable 
commodity  was  one  which  does  not  figure  in  the  Government 
tables  of  imports  and  exports.  What  this  commodity  was,  seemed 
to  be  suggested  by  the  movement  above  referred  to  in  American 
railroad  bonds.  It  was  conjectured  that  a large  amount  of 
American  and  other  foreign  securities  had  left  France,  and  that 
by  this  means  a considerable  part  of  the  foreign  bills  had  been 
created  which  were  required  for  the  French  payments  to  Germany. 
This  conjecture,  which  was  first  started,  we  believe,  by  an  Ameri- 
can economist,  has  been  gradually  adopted  by  English  and  French 
writers,  and  receives  full  confirmation  in  the  report  before  us. 

The  document  has  been  published  in  full  by  our  enterprising 
and  intelligent  contemporary  the  Economist c Fran^ais.  The  im- 
portant task  of  preparing  this  report  was  intrusted  to  M.  Leon 
Say,  by  the  committee  on  the  Budget  of  1875,  who  instructed  him 
to  investigate  all  the  facts  relative  to  the  payment  of  the  war 
indemnity,  and  to  give  a full  account  of  the  Exchange  operations  to 
which  it  gave  rise.  This  broad  field  of  inquiry  has  given  M.  Leon 
Say  an  opportunity,  of  which  he  has  availed  himself,  to  place  on 
record  some  interesting  details  of  the  great  loans  and  the  Treas- 
ury operations  during  the  whole  of  the  period  in  which  the 
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payments  to  Pijjssia  were  made.  In  an  economic  point  of  view, 
the  most  suggestive  part  of  the  paper  is  that  which  explains  the 
means  by  which  the  indemnity  was  transmitted  from  France  to 
Germany. 

When  the  preliminaries  of  peace  were  signed  at  Versailles  on 
the  26th  February,  1871,  no  mention  was  made  of  the  kind  of 
money  in  which  the  payments  were  to  be  effected.  In  the  con- 
vention at  Ferrteres  on  the  nth  March,  the  exchange  was  fixed 
at  3 fr.  75  c.  per  thaler,  and  at  2 fr.  15  c.  per  German  florin. 
The  treaty  of  peace,  signed  at  Frankfort  on  the  10th  May,  went 
further,  and  stipulated  the  different  kinds  of  paper  that  would  be 
received  in  payment,  but  with  the  exception  of  the  thalers  and 
florins  no  exchange  was  fixed ; English,  Dutch,  and  other  non- 
German  paper  given  in  payment  was  to  be  converted  into 
German  money  by  Prussia  ^t  the  cost  of  the  French  Government, 
which  was  only  credited  with  the  sum  actually  realized  after  the 
exchange  and  commission.  The  definitive  account  of  the  debt, 
including  interest,  amounted  to  5,301,145,078  ff.,  or  $1,060,229,016. 
The  total  amount  received  by  Germany  was,  5,315,758,853 
francs,  or  $1,063,151,771,  leaving  a balance  of  14,613,674 
francs  due  to  France.  The  total  sum  of  5,315  million  francs 
comprised  the  325  millions  allowed  for  the  railroads  in  the  an- 
nexed provinces,  and  a sum  of  98,400  francs.  This  last  sum  was 
a balance  due  by  Germany  to  the  City  of  Paris  in  the  operation 
for  the  payment  of  the  war  contribution  levied  on  the  city  after 
the  siege,  and  this  amount  was  placed  to  the  credit  of  the 
French  Government.  The  remaining  aggregate  of  4,990  millions 
was  paid  by  France  to  Germany  as  follows: 


In  Francs. 

Notes  of  the  Bank  of  France 125,000,000 

French  gold  coin 273,003,058 

French  silver  coin 239,291,875 

German  notes  and  coin 1°5»039>I45 

Bills  in  thalers 2,485,313,721 

u “ Frankfort  florins 235,128,152 

**  “ marcs  banco 265,216,990 

“ “ reichsmark  79*072,309 

“ “ Dutch  florins 250,540,821 

**  u Belgian  francs 295,704,546 

4‘  “ pounds  sterling 637,349,832 


In  Dollars. 
$25,000,000 
54,600,612 
47.858,375 

21,007,829 

497,062,744 

47,025,630 

53»043*398 

15,816,462 

50,108,164 

59,140,909 

127,469,966 


Total,  including  centimes  4,990,660,453 


$998,132,091 


Of  the  sum  of  14,613,774  francs,  overpaid,  2,412,317  francs  had 
to  be  deducted  for  the  discount  of  bills  not  due,  and  one  of 
11,360,248  francs  for  the  cost  of  converting  into  German  money 
the  bills  on  non-German  countries.  Of  the  balance  Germany  has 
already  reimbursed  700,000  francs  to  France,  and  a final  balance 
of  141,208  fr.  is  still  due.  In  the  accounts  published  in  Germany 
the  total  amount  of  the  sums  received  from  France  is  set  down 
at  1,484,551,274  thalers  or,  at  3 fr.  75  c.  per  thaler,  5,567,067,277 
francs.  The  difference  of  251  millions  of  francs  consists  of  the 
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war  contributions  levied  on  the  towns  of  Franc^  including  the 
200  millions  obtained  from  the  City  of  Paris. 

From  the  statistics  given  above  it  will  be  seen  that  the  bills 
which  France  had  to  procure  amounted  to  4,248  millions  of  francs, 
or  $849,600,000.  The  amount  of  bills  purchased  by  the  French 
Government  during  the  periods  over  which  those  operations  ex- 
tended was  in  reality  5,862  millions  of  francs;  the  surplus  of  1,600 
millions  comprised  bills  employed  by  the  Financial  Agency  in  Lon- 
don for  the  payment  of  the  interest  of  the  loan,  and  the  difference 
is  explained  by  the  fact  that  the  French  Government  frequently 
found  an  advantage  in  employing  bills  on  England,  Belgium,  and 
other  countries  to  purchase  paper  on  Germany,  instead  of  sending 
them  to  Berlin. 

It  is  important  to  get  a clear  idea  of  the  precise  methods  by 
which  the  French  Treasury  procured  ^o  enormous  an  amount  of 
negotiable  bills.  The  task  was  accomplished  in  four  different  ways: 
(1)  by  facilitating  the  subscription  to  the  loan  abroad,  or  in  France 
with  foreign  bills;  by  this  means  602  millions  were  obtained;  (2) 
by  facilitating,  by  a commission  allowed  to  foreign  bankers,  the 
payments  of  the  subsequent  installments  abroad,  or  in  France  in 
foreign  bills,  and  by  which  means  1,171  millions  were  procured; 
(3)  by  the  purchase  of  700  million  francs  of  bills  from  a Syndicate 
of  bankers ; and  (4)  by  the  purchase  of  bills  direct  by  the  Treas- 
ury. Excluding  the  bills  for  the  conversion  of  English  or  Belgi- 
an paper  into  German,  the  sum  of  1,774  millions  of  francs  had 
to  be  obtained  by  this  last  means. 

The  French  Treasury  allowed  to  its  correspondents  abroad  a 
commission  of  y or  y2  per  cent.,  for  subscriptions  to  the  loans; 
for  the  ' subsequent  payments  in  advance,  the  commission,  which 
was  at  first  1 per  cent.,  was  afterward  reduced  to  y2  and  y per 
cent.  Bills  were  thus  procured  at  a moderate  cost.  The  average 
rates  paid  for  bills  on  the  different  countries  were  as  follows,  com- 
pared with  the  present  exchange: 

A verage  Present 

Price  Paid.  Rates. 


Francs.  Francs. 

Dutch  florins 2,1509  2,105 

Belgian  francs 1,0061  0,995 

Pounds  sterling 25,4943  25,15 

Thalers 3,7910  3,65 

Florins 2,1637  2,11 

Marcs  banco 1,9089  none. 

Reichsmark 1,2528  1,23 


The  French  Treasury  soon  found  that  the  negotiating  of  foreign 
bills  by  Germany  was  too  costly  a process,  and  afterward  con- 
verted them  itself  into  foreign  paper.  The  Treasury  even  at  one 
moment  engaged  in  an  operation  .in  the  metals ; finding  that  the 
value  of  silver  was  depreciated  at  Hamburg  by  the  transformation 
of  the  legal  standard,  it  purchased  a part  of  the  bar  silver  depos- 
ited at  the  Bank  there,  converted  it  into  five-franc  pieces  at  the 
French  mint,  and  then  used  them  for  the  payments  to  Prussia. 
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A sum  of  35  millions  was  converted  in  that  way.  The  Treasury 
also  showed  great  judgment  in  purchasing  foreign  bills  when  interest 
ruled  high  in  Paris;  it  was  thus  able  to  relieve  the  money  market 
by  the  sums  put  in  circulation,  and  at  the  same  time  it  realized  a 
profit  by  the  fall  in  the  exchanges. 

Referring  to  the  loan  of  200  millions  in  gold  (of  which  only 
150  millions  were  taken)  by  the  Bank  of  Frknce  to  complete  the 
final  payments,  M.  L6on  Say  justly  remarks  that  it  was  more  ad- 
vantageous for  the  Bank  at  that  moment  to  lend  gold  than  notes  ; 
for,  as  the  amount  of  circulation  was  limited,  in  consequence  of 
the  suspension  of  specie  payments,  the  Bank  was  bound  to  keep  a 
guard  on  its  margin  of  notes,  while  the  gold  was  taken  from  the 
reserve  lying  idle  in  the  Bank  cellars.  Another  advantage  was 
that  the  French  Treasury  was  freed  to  a certain  extent  from  the 
obligation  of  purchasing  bills,  and  that  it  supplied  the  German 
mints  with  silver  available  for  the  new  coinage.  Hence  Germany 
was  relieved  from  the  necessity  of  withdrawing  gold  from  the 
Bank  of  England, — a necessity  which  would  probably  have  caused 
a rise  in  the  rate  of  discount  and  a hardening  of  money  in  Paris, 
the  result  of  which  would  probably  have  been  to  impede  the  pay- 
ment of  the  sums  remaining  due  on  the  second  loan.  On  this 
last  point  it  has  been  shown  that  of  the  two  great  loans,  the 
first,  for  a capital  of  2,225  millions  of  francs,  is  entirely  liquidated, 
and  of  the  second,  for  3,491  millions,  a sum  of  7 millions  only 
was  outstanding  on  the  31st  of  July  last,  a great  part  of  which 
has  no  doubt  since  been  paid  up. 

A point  which  still  remains  to  be  explained  is  the  manner  in 
which  France  was  able  to  obtain  4,248  millions  of  francs  in  bills 
on  foreign  countries  without  having  to  export  eventually  an  enor- 
mous sum  in  specie  to  balance  the  operation.  M.  L6on  Say  him- 
self remarks  that  the  transmission,  without  a crisis,  of  a capital 
sum  of  5,000  millions  to  Germany  is  a fact  which  may  be  said 
to  have  only  been  proved  to  be  possible  by  its  accomplishment. 
All  those  bills  could  not  have  been  compensated  by  sales  of  mer- 
chandise, for  if  the  exports  in  1872  and  1873  exceeded  the  im- 
ports, according  to  the  Customs  returns,  by  517  millions  of  francs, 
that  surplus  only  counterbalanced  the  excess  of  imports  over  ex- 
ports, amounting  to  694  millions  in  1871. 

Passing  on  to  the  movement  of  the  precious  metals,  M.  L6on 
Say  estimates  the  total  value  of  the  gold  exported  since  1870  at 
1,000  millions  of  francs,  of  which  273  millions  were  paid  direct 
by  the  State  to  Germany,  and  730  millions  represent  the  exporta- 
tions by  bankers  in  consequence  of  the  creation  of  bills  sold  to 
the  Treasury.  On  the  other  hand,  300  millions  of  silver  were  im- 
ported. A more  important  element  in  the  balance  of  the  exchange 
operations  was  the  dividends  on  foreign  securities  held  in  France. 
M.  L£on  Say  fixes  at  from  600  to  700  millions  the  annual  value 
of  those  coupons;  a sum  of  from  1,800  to  2,000  million  francs 
had  thus  to  be  received  from  abroad  in  the  three  years. 
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Secondly,  the  report  estimates  the  sum  expended  in  France 
by  foreigners  at  200  to  300  millions  of  francs  a year;  allowing 
for  th^  diminution  in  the  number  of  visitors  since  the  war,  from 
400  to  500  millions  of  francs  were  probably  obtained  from  that 
source  in  the  three  years. 

Finally,  as  we  have  already  said,  M.  L6on  Say  demonstrates  that 
the  major  part  of  the  Indemnity  payment  must  have  been  liquidated 
by  the  sale  abroad  of  foreign  securities  previously  held  in  France. 
Such  an  exportation  of  securities  was,  no  doubt,  carried  on  on  a large 
scale;  M.  Leon  Say  has  been  at  great  pains  to  ascertain  the 
aggregate  export  of  foreign  securities,  but  without  arriving  at  any 
definite  result. 

Two  examples,  however,  suggest  the  magnitude  of  those  sales 
of  securities.  In  1868  the  interest  paid  in  Paris  on  Italian  Gov- 
ernment bonds  amounted  to  85  millions  of  francs;  in  1872  to 
60  millions.  On  the  1st  January,  1874,  the  half-yearly  coupons 
amounted  to  25,604,000  francs.  During  the  interval  France  had 
consequently  sold  abroad  Italian  Rentes  for  a sum  of  35  millions 
of  francs,  representing  a capital  of  from  400  to  500  millions. 
The  Turkish  coupons  paid  in  France  also  decreased  from  3,265,612 
fr.,  in  January,  1870,  to  728,181  in  July,  1873.  Similar  proofs 
of  the  extent  of  the  export  movement  could,  no  doubt,  be  col- 
lected if  equally  detailed  information  were  on  record  with  respect 
to  Austrian,  Egyptian,  Spanish,  and  other  foreign  stocks.  M. 
L6on  Say  contents  himself  with  the  demonstration  we  have  cited 
of  the  general  facts,  leaving  the  precise  details  to  be  explored  by 
further  investigation.  He  claims  to  have  shown,  first  that  France 
has  exported  during  the  last  three  or  four  years  a large  amount  of 
foreign  securities.  Secondly,  that  a much  larger  amount  of  foreign 
securities  is  still  retained  on  which  vast  sums  of  annual  interest 
accrue.  From  these  two  sources,  from  the  capital  of  the  foreign 
securities  sold  and  from  the  interest  of  those  retained,  the  major 
part  of  the  foreign  bills  were  created  by  which  the  payments  to 
Germany  were  made. 

Thirdly,  the  Reporter  calls  attention  to  the  fact,  that  of  the  French 
war  loans  a large  part  was  subscribed  and  taken  in  foreign  countries. 
He  adds,  however,  that  most  of  the  Rentes  so  subscribed  have 
since  found  their  way  back  to  France,  and  that  with  the  close  of 
the  year  1874,  it  may  be  affirmed  that  the  five  milliards  have  all 
been  absorbed  at  home,  and  without  any  aid  from  capitalists  out- 
side of  France.  In  summing  up  the  exchange  operations,  he  says 
that  the  three  sources  just  mentioned  produced  the  greater  part, 
almost  the  whole,  of  the  bills  used,  without  any  addition  from 
either  the  movement  of  merchandise,  which  showed  an  equilibrium 
of  the  exports  and  imports  for  the  three  years,  or  from  the  move- 
ment of  the  precious  metals,  which  was  less  than  might  have 
been,  expected,  and  furnished  very  little  help  in  the  payments, 
beyond  the  actual  transfers  of  coin  sent  to  Germany  directly  from 
the  French  Treasury. 
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The  whole  transaction,  he  says , may  be  regarded  as  having 
involved  the  simple  process  of  remitting  five  milliards  of  Rentes 
to  Berlin,  and  afterward  buying  them  back  again  by  installments 
with  the  funds  arising  from  previous  accumulated  savings.  The 
success  of  these  stupendous  operations  depended  on  the  single  fact 
that  France  had  a vast  available  hoard  of  savings,  capable  of 
being  mobilized  at  short  notice,  and  sent  out  of  the  country. 
There  is  one  point  which  the  Reporter  does  not  enter  upon, 
though  it  has  been  extensively  discussed.  It  is  a question  of 
national  finance,  and  asks  who  has  lost  the  capital  which  Germany 
has  gained  by  the  indemnity  payments  ? If  we  were  to  summon 
before  us  the  army  of  French  investors,  who  have  exchanged  for 
the  new  Rentes  of  the  war  loans  the  Austrian,  American  or  Italian 
bonds,  which  they  held  before  the  war,  and  if  we  were  to  interro- 
gate them  one  by  one,  these  investors  would  respond  that  they  had 
lost  nothing,  and  that  all  they  had  done  was  to  give  up  a foreign 
bond,  of  which  they  knew  little,  for  an  Inscription  of  Rentes 
which  everybody  knew  all  about,  and  which  conferred  patriotic 
honors  on  every  holder. 

Although  M.  L£on  Say  does  not  venture  to  suggest  an  explanation 
as  to  who  has  actually  lost  this  vast  amount  of  capital,  but  sedulously 
avoids  the  thorny  path  of  its  discussion,  to  many  of  our  readers  the 
inquiry  will  seem  to  offer  some  of  the  most  tempting  and  impor- 
tant problems  which  modem  finance  has  proposed  to  economic 
science. 

Our  author  in  all  probability  intends  hereafter  to  supply  the 
defects  of  his  report.  The  requisite  facts  are  not  so  easily  accessi- 
ble in  other  countries  as  in  France.  So  far  as  the  indemnity  pay- 
ments have  been  investigated  they  are  very  suggestive.  In  the 
first  instance  it  was  extensively  believed  that  the  German  Govern- 
ment intended  and  expected  to  compel  France  to  pay  the  whole 
of  the  five  milliards  of  indemnity  in  gold  and  silver.  Multitudes 
of  well-informed  persons,  who  saw  that  so  prodigious  a sum  could 
not  thus  be  paid,  believed  that  a very  considerable  displacement  of 
specie  must  of  necessity  be  produced.  Before  the  war  the  estimate 
was  that  the  French  people  had  in  circulation  and  in  hoards  from 
five  to  six  milliards  of  coin.  Hence  it  was  supposed  that  France 
would  lose  the  whole  mass  of  her  coinage  of  the  precious  metals, 
and  that  much  of  it  would  of  necessity  find  its  way  to  Germany, 
where  it  would  remain.  To  utilize  this  expected  influx  of  gold, 
Germany  determined  to  reform  her  coinage  and  to  change  her  sil- 
ver basis  to  a gold  one. 

Such  were  the  notions  which  prevailed  in  Europe  for  some 
months  after  the  treaty  of  peace  was  signed  in  May,  1871.  If 
the  transfer  of  the  five  milliards  had  been  made  in  gold  alone,  it 
would  have  involved  the  conveyance  of  2,000  tons  of  coin  and 
bullion  from  France  to  Berlin. 

This  transfer  was  obviously  out  of  the  question.  It  was  rendered 
unnecessary  by  the  decision  of  Germany  to  make  use  of  the  Frenclv 
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indemnity  money  as  fast  as  it  was  received  from  Paris.  The  mo- 
ment this  determination  was  made,  France  was  absolved  from  the 
necessity  for  the  remittance  of  any  coin  whatever,  except  a very 
small  fraction  of  the  total  payments.  Out  of  the  first  year’s  re- 
ceipts of  Germany,  amounting  to  300  million  thalers,  no  more 
than  40  million  thalers  of  actual  gold  coin  were  locked  up  in  the 
vaults  of  the  War  Treasury.  This  is  not  much  more  than  one-third 
of  the  coin  balance  held  in  the  Treasury  of  the  United  States. 
The  policy  of  Germany  was  to  disburse  as  fast  as  she  received. 
Thus  43  million  thalers  were  paid  out  to  the  public  for  damages 
sustained  or  contributions  levied  during  the  war;  41  millions  were 
applied  to  the  strengthening  of  the  Alsace-Lorraine  fortresses;  44 
millions  were  used  for  the  purchase  of  rolling  stock  for  the  Alsace- 
Lorraine  and  other  Government  railways;  27  million  thalers  were 
disbursed  for  the  navy;  10  million  thalers  were  consumed  in  the 
armament  and  disarmament  of  fortresses;  8 million  thalers  were 
spent  for  fresh  siege-artillery,  and  other  material  of  war.  The 
rapid  disbursement  of  the  French  indemnity  money  so  soon  after 
the  close  of  the  war  caused  the  specie  which  Germany  at  first  re- 
ceived in  the  early  payments  to  return  into  the  ordinary  channels 
of  the  European  circulation.  But  the  fear  was  that  the  Germans 
at  a later  stage  would  begin  to  hoard  the  sums  received  under  the 
subsequent  payments,  when  the  necessity  for  such  outlay  as  is 
mentioned  above  had  been  fully  satisfied.  The  apprehension  was 
removed  by  an  announcement  that  the  whole  sum  would  be  spent 
or  divided  among  the  several  States  as  fast  as  it  was  received 
from  Paris.  This  announcement  had  much  to  do  with  the  success 
of  the  French  war  loan  of  1872,  which  was  the  largest  and  most 
successful  loan  ever  negotiated  by  any  Government  except  our  own. 
In  part  the  achievement  of  this  stupendous  negotiation  was  dependent 
upon  other  conditions,  most  of  which  M.  L6on  Say  very  lucidly  ex- 
pounds ; but  the  fundamental  condition  of  the  ease  with  which  the 
work  was  done  was  the  certainty  that  the  German  Government 
would  expend  as  promptly  as  possible  the  funds  it  received  from 
France. 

Still,  there  is  no  doubt  that  the  French  officials  and 
the  German  officials  in  whose  hands  was  intrusted  the  task  of 
manipulating  these  prodigious  sums  of  money  were  disinterested 
enough  and  patriotic  enough  to  act  under  the  advice  of  the  wisest 
and  most  experienced  financiers  of  Europe.  The  success  of  the 
transaction  reflects  much  honor  on  the  statesmen  of  both  nations. 

On  the  whole,  we  flhd  from  an  analysis  of  the  published 
facts,  that  the  indemnity  has  not  been  paid  by  the  French  people 
in  gold,  for  very  little  specie  has  been  sent  by  them  to  Germany, 
arid  even  that  has  been  chiefly  obtained  from  other  countries. 
Neither  have  the  payments  been  made  in  merchandise,  for,  as  is 
proved  in  the  report  before  us,  the  imports  and  exports  for  the 
three  years  nearly  balanced  each  other.  That  is,  the  French 
people  have  exported  very  little  more  than  they  have  imported, 
whether  of  gold  or  of  merchandise.  It  is  also  certain  that  they 
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have  not  paid  Germany  by  the  exportation  of  Rentes,  for  it 
appears  that  nearly  all  the  war  loan  of  1872,  which  was  subscribed 
abroad,  has  returned  to  France,  or  is  expected  soon  to  do  so.  The 
real  process  of  payment  seems  to  have  been  finally  adjusting  itself  by 
the  export  from  Paris  of  five  milliards  of  foreign  securities  formerly 
held  by  investors  all  over  France.  This  export  of  foreign  bonds, 
owned  by  French  investors,  enabled  them  to  buy  up  the  five 
milliards  of  new  Rentes  as  they  came  into  the  market.  Mean- 
while the  mass  of  foreign  securities  which  had  been  displaced  and 
sent  out  of  France,  easily  found  purchasers  in  the  various  money 
markets  of  Europe,  amid  the  excitement  of  the  speculative  era 
which  followed  the  war.  If  this  view  is  correct,  M.  Leon  Say  is 
guilty  of  a slight  perversion  of  the  facts,  when  he  says  that  France 
paid  the  indemnity  by  a process  equivalent  to  the  sending  of  five 
milliards  of  Rentes  to  Berlin,  and  then  buying  them  back  again. 
The  real  process  seems  to  have  consisted  of  two  parts.  First,  the 
French  exported  five  milliards  of  securities,  which  all  Europe  was 
eager  to  buy  at  good  prices,  and  with  the  proceeds  of  these  sales 
Germany  was  paid.  Secondly,  while  this  process  was  going  on 
outside  of  France,  another  responsive  process  was  carried  forward 
in  France  itself.  This  process  consisted  of  the  creation  and  dis- 
tribution throughout  the  86  departments  of  France  of  Rentes 
which  French  investors  were  glad  to  purchase  in  place  of  the 
foreign  securities  they  were  relinquishing  for  exportation  abroad. 

With  this  explanation  before  us,  we  may  obtain  some  of  the 
elements  for  resolving  the  problem  of  National  finance  which  is 
stated  above.  If  we  ask  who  has  lost  the  large  amount  of  capi- 
tal which  Germany  has  gained  in  the  payments  under  examination, 
the  answer  is,  that  the  loss,  if  any,  has  been  borne  by  no  other  coun- 
try, either  directly  or  indirectly,  but  by  France  herself.  She  does 
not  even  appear  to  have  borrowed,  except  for  a short  temporary 
period,  any  part  of  the  immense  sums  which  she  has  paid  to  Ger- 
many. And  finally,  if  we  look  into  the  matter  we  shall  find  it 
difficult  to  prove  that,  strictly  speaking,  France  herself  has  per- 
manently lost  the  whole  sum  in  question.  What  she  has  done  is  to 
borrow  from  her  own  citizens  capital  which  was  formerly  lent  to 
foreign  countries.  This  capital  was  invested  in  American  railroads, 
Austrian  railroads,  Turkish  and  Egyptian  securities,  and  brought  in 
an  annual  revenue  of  five  or  six  per  cent,  a year,  at  least.  This 
revenue,  formerly  paid  in  the  shape  of  interest  to  French  investors 
by  their  foreign  debtors,  amounted  to  some  fifty  or  sixty  millions  of 
dollars  a year.  This  annual  subsidy  will  no  longer  be  exacted  by 
France  from  her  tributary  debtors  abroad.  They  have  paid  her 
their  debts,  or  father,  by  novation,  they  have  other  creditors.  In 
addition  to  this  loss  of  annual  interest,  France  must  be  adjudged 
to  have  lost  the  command  of  the  principal  of  these  five  milliards 
of  accumulated  savings,  which  before  the  war  she  held,  invested 
in  foreign  countries.  Formerly  she  could  call  home,  in  an  emer- 
gency, any  part  of  this  large  capital.  This  privilege  she  no 
longer  possesses,  except  as  to  her  other  foreign  investments  over 
and  above  the  five  milliards  given  up  to  pay  the  indemnity. 
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USURY  AGITATION  AND  ITS  PROSPECTS  IN 
NEW  YORK. 

Bv  Dr.  George  Marsland. 

Ever  since  the  year  1785,  when  the  first  Usury  Law  was  enacted 
in  the  State  of  New  York,  there  has  been  an  agitation,  fitfully  and 
periodically  kept  up  for  the  repeal  of  the  penalties  of  usury.  A 
short  time  before  the  Jay  Cooke  panic,  Governor  Dix  strongly 
urged  the  repeal  of  those  penalties,  and  during  the  session  of  1873, 
an  Act  for  that  purpose  very  nearly  succeeded  in  becoming  a law. 
Prior  to  this  latest  effort  to  shake  off  the  trammels  of  usury  legis- 
lation, considerable  jealousy  prevailed  between  the  National  banks 
and  the  banks  organized  under  the  State  system.  To  adjust  the 
dispute  our  State  Legislature  passed  an  Act  in  the  year  1870 
which  strongly  exhibited  the  popular  opposition  to  usury  penalties. 
This  Act  has  just  come  up  for  interpretation  before  the  Court  of  Ap- 
peals, and  contains  the  most  recent  legislation  on  the  subject  in  this 
State.  The  first  section  of  this  statute  declares  the  penalty  of  usury 
by  our  State  banks  to  be  a forfeiture  of  interest.  This  is  the  same 
penalty  as  is  prescribed  by  the  National  banking  law,  and,  as  will 
be  seen  hereafter,  it  is  much  less  severe  than  our  State  law  on  the 
subject.  The  second  section  of  this  new  statute  of  1870  declares 
that  “the  true  intent  and  meaning  of  this  act  is  to  place  the 
banking  associations  organized  under  State  laws  on  an  equality,  in 
regard  to  usury  penalties,  with  the  National  banks  organized  un- 
der the  acts  of  Congress.”  When  this  law  of  1870  was  passed 
it  was  believed,  and  had  been  held  by  the  Courts,  that  the  Na- 
tional banks  were  amenable  to  the  usury  penalties  of  the  National 
Currency  Act,  and  were  wholly  free  from  the  severer  penalties  of 
the  State  Banking  laws.  If  this  view  of  the  privileges  of  the 
National  banks  had  been  sustained,  the  law  of  1870  would  have 
operated  to  put  our  State  banks  on  the  same  level,  and  to  confer 
upon  them  like  privileges.  In  1872,  however,  the  Court  of  Ap- 
peals, in  the  case  of  the  National  Bank  of  Whitehall  v.  Lamb,  50 
N.  Y.,  95,  overturned  this  whole  theory,  and  held  that  the  usury 
provisions  of  the  National  Currency  Act  have  no  force  whatever 
in  States  where  a usury  statute  has  been  enacted  by  the  State.  This 
decision  settled  the  law  in  the  State  of  New  York,  and  left  the 
National  banks  as  much  under  the  control  of  the  State  usury  laws 
as  were  the  State  banks  themselves.  Such  was  the  decision  of  1872; 
but  the  present  decision  goes  a step  farther,  and  declares  the 
meaning  of  the  Act  of  1870  to  be  that  State  banks  can  not  es- 
cape the  severer  penalties  of  usury  as  fixed  by  the  Revised  Statutes 
on  the  plea  that  the  first  section  of  the  law  of  1870  declares  that 
the  knowingly  taking  a rate  of  usurious  interest  shall  work  “ a for- 
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feiture  of  the  entire  interest.”  This  light  penalty,  and  the  section  which 
imposes  it,  must  be  understood,  so  the  majority  of  the  Court  of 
Appeals  has  decided,  in  a sense  compatible  with  the  second  section 
of  the  same  law,  which  declares  that  the  State  banks  shall  be  on 
an  equality  with  the  National  banks.  But  the  latter  were  held 
by  the  decision  of  1872  to  be  amenable  to  the  full  penalties 
of  usury.  Hence,  by  parity  of  reasoning,  those  same  penalties  in 
all  their  force  applied  equally  to  State  banks.  A full  report  of  the 
opinion  of  the  Court  in  this  case  will  be  found  on  another  page 
of  this  issue.  Chief  Justice  Church  read  the  opinion  of  the 
Court,  in  which  Folger  and  Rapallo,  JJ.,  concurred.  A dissent- 
ing opinion  was  read  by  Mr.  Justice  Johnson,  in  which  Grover 
and  Andrews  concurred.  The  arguments  on  both  sides  are  ad- 
mirably set  forth.  The  decision  will  probably  settle  the  contro- 
versy until  a wholesome  change  can  be  brought  about  in  the  fun- 
damental legislation  on  the  subject. 

This  case  has  revived  the  discussion  as  to  the  general  policy 
of  usury  legislation,  and  it  will  tend,  in  all  probability,  to  give  more 
activity  to  the  efforts  for  repeal  this  year  in  the  State  Legislature. 
These  efforts  receive  an  impulse  from  two  or  three  circumstances 
which  are  not  operative  to  the  same  degree  in  other  parts  of  the 
country.  For  example,  the  penalties  of  usury  in  this  State,  as  we  have 
said,  are  extremely  severe.  The  New  York  usury  laws  make  the 
legal  rate  of  interest  7 per  cent.,  and  denounce  the  following  penalties 
against  any  person  who  takes  more:  First,  he  forfeits  the  money 

lent;  secondly,  he  is  liable  to  a fine  of  $1,000;  and  thirdly,  he 
may  be  punished  with  six  months*  imprisonment  besides.  Such  is 
the  law  as  regards  private  individuals.  No  citizen,  whoever  he 

may  be,  can  lend  money  at  more  than  7 per  cent,  without  incur- 

ring this  threefold  punishment. 

On  the  other  hand,  these  laws  are  not  impartially  enforced  upon  all 
lenders  and  borrowers  alike.  No  individual  is  permitted  to  borrow 
at  a higher  rate  of  interest  than  7 per  cent.,  but  what  individuals 
can  not  lawfully  do,  chartered  corporations  are  permitted  to  do 
every  day.  Any  corporation  whatever  is  privileged  to  borrow  with- 
out limitation  of  interest.  By  a statute  passed  April  6th,  1850,  the 
Legislature  enacted,  that  no  corporation  shall  plead  usury  (N.  Y. 

Rev.  Stat.,  Part  II.,  Chap.  IV.,  Title  iii.  § 19).  This  law  gives  the 

power  to  any  corporation  whatsoever  to  go  into  Wall  street  and 
borrow  at  any  rate,  without  restriction.  These  parties  are  virtually 
raised  above  the  rest  of  the  mercantile  community.  They  can  bor- 
row on  terms  forbidden  to  private  citizens,  however  great  the  emer- 
gency. Hence  it  happens  that  individuals  who  are  willing  and 
able  to  pay  an  extra  price  for  loans  to  cover  the  special  risk  or 
inconvenience  of  the  lender  are  not  allowed  to  deal  with  the  hon- 
est law-abiding  private  capitalist,  and  are  fleeced  too  often  by  the 
unscrupulous  hands  of  merciless  oppressors. 

As  usually  happens,  such  severe  legislation  has  defeated  its  own 
purpose.  During  the  past  ten  years  a number  of  corporations 
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have  been  created  by  special  charter,  with  power  to  lend  money 
at  any  rate  above  7 per  cent.,  while  such  loans  are  a crime  in 
other  persons.  Of  the  multitude  of  these  two  kinds  of  privileged 
corporations,  which  have  grown  up  of  late  years  in  this  State,  the 
great  majority  are  continual  borrowers  in  the  loan  market.  Their 
presence  is  a cause  of  disturbance,  and  their  large  demands  for 
money  have  doubtless  had  much  to  do  with  the  spasmodic  changes 
in  the  rate  of  interest  which  have  been  so  conspicuous  a feature 
of  our  New  York  money  market.  It  is  notorious  that  at  certain 
crises  of  late  years  the  money  market  has  been  in  such  a turmoil 
that  the  penalties  against  usury  have  been  practically  defied.  At 
such  seasons  the  usury  laws  have  only  a fitful,  capricious  activity; 
and  are  often  wholly  paralyzed,  as  the  high  rates  for  money  suf- 
ficiently prove. 

The  demoralization,  the  disrespect  for  law  hence  resulting,  are 
among  the  worst  evils  that  can  befall  a nation.  Now,  although 
the  usury  laws  are  among  the  chief  causes  of  these  troubles,  and 
while  pretending  to  protect  borrowers,  really  plunder  them  and 
help  their  usurious  oppressors,  still  there  are  not  a few  honest, 
well-meaning  persons  who  contend  that  but  for  these  penal  laws 
things  would  be  worse.  “ If,”  say  these  gentlemen,  “ Wall  street 
plays  such  freaks  with  the  rate  of  interest,  notwithstanding  all  the 
Legislature  can  do  to  stop  them,  what  might  not  the  rates  be 
should  the  penalties  against  usury  be  taken  off  ? ” The  answer  is, 
that  the  rates  would  be  lower  to  the  mass  of  borrowers ; and  that 
multitudes  of  owners  of  real  estate  who  cannot,  of  late,  borrow  on 
mortgage  at  any  price,  would  be  supplied  with  all  the  money  they 
can  give  security  for,  at  fair  rates.  The  repeal  of  the  usury  laws 
would  not  only  put  a stop  to  much  chicanery,  shuffling  and  eva- 
sion, which  criminate  borrowers  and  undermine  the  moral  strength 
of  the  community,  but  it  would  give  the  loans  they  want  to  our 
farmers,  who  now  find  it  very  hard  to  borrow  for  the  improve- 
ments that  are  necessary  if  we  would  raise  produce  in  competition 
with  the  teeming  soil  of  Northern  Europe. 

Our  account  of  the  usury  laws  would  be  imperfect,  did  we  not 
add  that  all  courts  of  justice  are  required  to  give  a special  charge 
to  the  grand  jury  to  inquire  into  any  violations  of  the  usury  law. 
Any  bond  or  other  evidence  of  debt  which  is  tainted  by  usury  is 
void,  and  the  Supreme  Court  is  empowered  to  enjoin  any  prosecu- 
tion thereon,  and  to  order  such  notes,  evidences  of  debt,  or 
securities  to  be  surrendered  and  canceled.  Any  person  charged 
with  usury  may  be  called  as  a witness  to  prove  the  usury,  and  may 
be  also  compelled  to  answer,  on  oath,  in  any  equity  suit  for  relief, 
or  discovery,  or  both.  Nor  will  any  court  of  equity  require,  as  in 
other  cases,  the  payment  of  the  alleged  debt  as  a previous  condition 
of  granting  relief  to  the  borrower  when  the  litigation  is  about  a 
usurious  loap.  Moreover,  any  man  who  has  paid  more  than  7 Pf* 
cent,  may  recover  the  excess  so  paid,  if  he  brings  his  suit  within 
a year.  And  if  he  do  not  prosecute  within  a year,  then  the  whole 
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sum  paid  may  be  sued  for  and  recovered  with  costs  “ at  any  time 
within  three  years  after  the  expiration  of  the  year,  by  any  over- 
seer of  the  poor  of  the  town  where  such  payment  may  have  been 
made,  or  by  any  county  superintendent  of  the  poor  of  the 
£punty”  in  which  the  transaction  has  been  done  and  the  pay- 
menj  made. 

These  being  the  general  provisions  of  the  law,  there  is  no  won- 
der that  in  so  active  and  free  a community  as  our  own,  it  has 
become  a dead  letter,  and  is  seldom  invoked  unless  in  the  serv- 
ice of  fraud  or  malice,  or  to  protect  some  swindler  in  his  dis- 
honorable schemes.  So  far  as  regards  the  protection  legitimately 
claimed  from  a usury  law,  ours  is  wholly  useless ; wlfile  so  far 
as  such  laws  are  capable  of  harm,  it  is  without  a peer  in  the 
jurisprudence  of  Christendom.  In  defense  of  usury  laws,  it  is  com- 
monly urged  that  they  protect  borrowers.  We  have  shown  that 
their  real  operation  is  to  oppress  borrowers,  rather  than  to  protect 
them.  To  confirm  our  argument,  we  might  refer  to  the  testi- 
mony of  the  commercial  classes  in  this  country  and  abroad.  A 
petition  was  sent  in  1872  to  the  New  York  Legislature,  signed 
by  nearly  four  thousand  firms  in  this  city,  who  are  among-  the 
largest  borrowers,  asking  the  Legislature  to  repeal  all  laws  relat- 
ing to  usury.  Belonging  to  the  borrowing  class,  whom  the  usury 
laws  pretend  to  protect,  these  four  thousand  citizens,  who  borrow 
hundreds  of  millions  a year,  are  the  last  men  in  the  world  who 
ought  to  cofaiplain. 

Let  us  see  what  the  petition  of  this  majority  of  the  wholesale 
merchants  of  New  York  has  to  say  Against  the  protective  virtues 
of  usury  penalties,  and  in  favor  of  repealing  all  regulations  what- 
ever on  the  lending  of  money.  It  brings  two  charges  against 
these  protective  laws.  First,  “ that  legal  restrictions  upon  the  rate 
of  interest  are  utterly  ineffectual  as  a protection  to  borrowers; 
and  that,  by  preventing  a free  competition  among  all  classes  of  # 

lenders,  they  injuriously  restrict  loaning  operations,  and  cause  the 
average  rate  of  interest  to  range  higher  than  it  would  in  the 
absence  of  attempted  legal  regulation.”  Secondly,  it  says  that 
these  usury  laws  “ are  among  the  most  fruitful  causes  of  the 
monetary  crises  -which  now  so  frequently  derange  mercantile 
operations ; and,  further,  as  being  opposed  in  principle  to  that  free 
competition  between  buyer  and  seller  which  regulates  values  so 
perfectly  in  every  other  department  of  business.”  Both  these 
charges  are  clearly  stated  and  earnestly  supported  by  the  evidence  of 
facts.  They  embody  the  opinions  of  our  largest  New  York  borrow- 
ers, after  thirty-six  years’  experience  of  the  most  stringent  usury 
law  which  exists  in  the  world.  It  cannot  be  denied  that  these  men 
are  intelligent  observers,  and  fairly  represent  the  views  of  traders  at 
large.  It  is  said  that  the  presentation  of  the  petition  for  signature 
found  hardly  one  merchant  in  a hundred  unwilling  to*  endorse  it 
This  fact  is  conclusive  as  to  what  our  mercantile  and  borrowing 
classes  think  of  legislative  attempts  to  control  the  rate  of  interest. 
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The  following  is  a statement  of  the  number  and  classes  of  firms 
signing  this  petition : 

1 —  The  President  and  Secretary  of  the  N.  Y.  Produce  Exchange,  in  behalf 

of  the  Exchange ; number  of  merchants  therein  represented 2 ,2ftt 

2 —  The  President  and  Secretary  of  the  N.  Y.  Cotton  Exchange,  in  behalf  „ 

of  the  Exchange *. 325 

3 —  Dry  Goods  Merchants 232 

4 —  Produce  Merchants 175 

5 —  Members  of  N.  Y.  Grocers’  Board  of  Trade 64 

6 —  Drug  and  Paint  Merchants 67 

7 —  Merchants  in  other  branches  of  trade 551 


* Total « ' 3,688 

So  much  for  our  borrowers  in  the  city.  Let  us  now  call  wit- 
nesses from  the  country.  An  emphatic  protest  was  evoked  on  this 
subject,  by  a circular  distributed  all  over  the  State,  a few  years  ago, 
by  the  New  York  Chamber  of  Commerce.  This  circular  made 
specific  inquiry  as  follows:  “How  far,  in  your  opinion,  will  the 

movement  for  this  most  vitally  important  reform  be  sanctioned 
and  concurred  in  by  the  great  trading  cities  and  towns  of  our 
rivers  and  lakes;  also  by  the  great  agricultural  and  manufacturing 
interests  of  the  State  ? ” The  inquiry  was  sent  to  every  town  in  the 
State,  to  every  postmaster,  to  all  the  principal  county  officers,  in- 
cluding Judges,  Sheriffs,  Surrogates,  County  Clerks,  County  Treasur- 
ers, and  District  Attorneys.  It  was  sent  to  all  the  members  and 
officers  of  the  Legislature,  comprising  mofe  than  3,000  persons 
“ occupying  official  positions."  Multitudes  of  answers  came  back, 
all  heartily  condemning  the  ‘laws  as  they  now  stand.  Not  a single 
letter  was  received  in  their  defense.  Let  us  next  summon  evidence 
from  other  States,  over  20  of  which  have  within  a few  years  re- 
laxed or  abolished  their  usury  penalties.  Prominent  among  these 
is  the  great  manufacturing  commonwealth  of  Massachusetts,  where 
large  amounts  of  capital  are  continually  changing  hands  in  the  loan- 
market.  In  March,  1867,  the  Legislature  of  Massachusetts,  with 
many  misgivings,  ventured  to  repeal  their  usury  laws,  which,  though 
less  severe  than  ours,  were  found  to  do  no  good,  and  much  harm. 

With  a view  to  obtain  authentic  evidence  as  to  the  working 
of  this  reform,  the  President  of  the  Boston  Boand  of  Trade,  Mr.  J. 
S.  Ropes,  was  applied  to  by  the  present  writer  for  information  as 
to  the  general  working  of  usury  repeal,  as  effected  by  the  law 
passed  6th  March,  1867,  by* the  Legislature  of  Massachusetts. 
Along  with  other  evidence  to  the  same  purport,  Mr.  Ropes  summed 
up  his  testimony  by  declaring  that : “ The  effect  of  the  law  appears 
to  have  been  in  every  way  satisfactory,  so  much  so  that  the  advo- 
cates of  an  irredeemable  paper  currency  have  thought  it  necessary 
to  ascribe  the  improvement  to  that  particular  cause.  I think  the 
full  benefit  of  the  abolition  of  usury  laws  will  not  appear  until' 
our  currency  is  restored  to  a sound  basis.  But,  even  with  our 
present  experience,  I believe  it  would  be  utterly  impossible  ever  to 
restore  usury  laws  in  Massachusetts.  The  amount  of  loanable  cap- 
ital has  very  greatly  increased,  and  borrowers  in  consequence  are 
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supplied  with  far  more  ease  than  formerly,  and  on  the  whole  at 
lower  rates.” 

This  honest  testimony  from  one  of  the  oldest  and  most  experi- 
enced merchants  of  New  England,  is  confirmed  by  the  evidence 
of  merchants  and  bankers,  farmers  and  manufacturers,  who  mostly 
agree  that  the  great  body  of  mercantile  and  agricultural  borrowers 
have  not  been  injured,  or  in*  any  way  incommoded,  by  the  repeal 
of  the  usury  laws.  On  the  contrary,  the  loan-market  has  been 
made  more  steady.  The  few  rich  borrowers  who  formerly  mono- 
polized the  “ cheap  ” money,  * may,  perhaps  pay  more  in  certain 
states  of  the  market;  but  the  masses  of  ordinary  borrowers  can 
get  loans  as  cheap  or  cheaper  than  before*  and  the  office  of  the 
rapacious,  tricky  middleman  has  become  a sinecure.  From*  some 
of  the  States  we  hear  murmurs.  But  these  are  due  to  the  mone- 
tary stringency  which,  from  general  causes,  has  prevailed  every- 
where else  for  a year  or  two  past.  The  majority  of  the  borrowing 
community  in  most  of  the  States  which  have  abolished  the  penal 
statutes  against  usury*  recognizes  that  the  enormous  loss  which  af- 
flicts business  from  high  rates  of  interest  cannot  be  prevented  by 
usury  penalties,  however  severe.  On  the  contrary,  these  penalties 
tighten  the  pressure,  drive  off  capital,  and  prolong  the  scarcity,  so 
that  with  the  repeal  one  chief  cause  of  the  fluctuations  is  taken 
away.  After  six  years*  experience,  Massachusetts,  says  Mr.  Ropes, 
is  so  well  satisfied,  that  it  would  be  impossible  to  recall  the  anti- 
quated penalties,  or  to  revive  the  usury  laws. 

Still,  although  the  evils  of  usury  legislation  are  so  notorious,  all 
attempts  in  this  State  to  repeal  or  modify  them  have  failed.  The 
first  movement  for  repeal  is  the  signal  for  an  agitation  against 
Wall  street  among  the  farmers  throughout  the  State.  “ On  real 
property,”  they  say,  “ loans  can  not  be  obtained  except  with  greaj 
difficulty  and  at  excessive  rates;  by  the  repeal  of  usury  penalties  these 
rates  would  be  enhanced  beyond  endurance.”  With  all  their  in- 
telligence and  shrewdness,  our  farmers  can  not  see  that  their  com- 
plaints, which  are  very  just,  and  their  sufferings,  which  are  intolerably 
unjust,  are  caused  or  augmented  by  the  usury  laws.  If  these  laws 
were  repealed,  why  should  not  the  same  benefits  be  realized  by  the 
farmers  as  by  the  merchants  and  manufacturers  ? Secondly,  the 
objection  is  raised,  that  there  is  someting  immoral  and  oppress- 
ive in  the  charging  of  exorbitant  rates  of  interest  This  is  true. 
All  parties  agree  that  usury  is  an  offense  against  the  ethical  code. 
The  only  question  is,  whether  the  offense  can  be  abated  by  usury 
laws,  and  whether  such  remedies  do  not  aggravate  the  disease, 
which  would  otherwise  work  its  own  cure. 

The  other  objection  is  a more  difficult  one.  It  arises  from  a 
* misapprehension  of  the  teaching  of  Holy  Scripture,  and  is  of  great 
antiquity.  In  all  ages  of  the  Christian  Church  a large  number  of 
eminent  men  have  supposed  that  usury  penalties  were  justified  by 
the  Old  and  New  Testaments  as  well  as  by  the  Canon  Law.  In 
our  day  very  excellent  persons  of  almost  every  religious  faith  have 
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scruples  about  these  laws.  The  Bible,  they  think,  condemns  usury. 
The  Mosaic  law  certainly  forbids  it.  Why,  they  ask  themselves, 
should  we  not  as  a commonwealth  obey  the  Bible,  and  prohibit 
usury  ? Why  should  not  our  legislation  copy  the  model  of  the 
Hebrew  code,  and  follow  its  inspired  author? 

We  answer,  with  Dr.  Funck,  that  the  Scriptural  ordinances 
about  usury  must  be  interpreted  in  the  light  of  the  varying  social 
condition  and  political  institutions  of  the  time  in  which  they  were 
given.  Rightly  interpreted,  the  Bible,  we  think,  does  not  favor 
modem  usury  laws.  It  condemns  both  their  spirit  and  their  re- 
sults. Still  there  are  multitudes  of  persons  who  think  otherwise. 
Far  be  it  from  us  to  treat  their  opinions  with  levity  or  to  discuss 
their  •scruples  without  profound  respect.  Still  they  are  fair  topics 
of  honest  argument;  otherwise  we  cannot  tell  how  much  of  truth 
there  is  in  them.  First  of  all,  tot  us  settle  with  these  men  as  to 
what  they  mean  by  usury.  It  implies  extortion  and  oppressive 
charges.  In  this  sense  the  word  interest  is  opposed  to  usury,  and 
if  a lender  charges  the  legal  rate  of  seven  per  cent,  for  the  use  of 
money,  we-  call  it  interest ; if  he  exacts  more  than  seven  per  cent, 
we  call  it  usury . • 

Usury  laws  are  penal  statutes  which  punish  in  one  way  or  an- 
other— in  this  State  with  fine  or  imprisonment — all  persons  who 
charge  more  than  the  legal  rate  for  money.  Now,  what  we  claim 
is,  that  the  Bible  gives  no  countenance  to  such  penal  laws.  Few 
people  doubt,  and  experience  notoriously  proves,  that  in  modem 
times  these  laws  really  fostjr  usury,  oppress  borrowers,  and  impov- 
erish the  community.  Is  it  not  natural  to  expect  that  the  Bible, 
which  condemns  oppression,  and  inculcates  just  dealing  between 
man  and  man,  should  be  found,  if  well  understood,  to  give  no 
support  to  restrictive  laws  which  work  so  much  of  fraud,  injustice 
-and  wrong  ?.  If  we  are  correct  in  this,  the  exposition  of  the 
grounds  of  our  belief  may  help  to  shake  off  prejudice  from  scru- 
pulous minds,  and  dispose  them  to  investigate  further. 

The  point  here  raised  is  a question  of  fact,  and  must  be  de- 
cided by  the  Book  itself.  Let  us  consult  first  the  Mosaic  code, 
and  secondly  the  Christian  code,  if  we  would  find  out  what  they 
say  about  usury.  If  the  Old  and  New  Testaments  in  their  spirit 
and  teaching  are  in  favor  of  liberty  to  trade  in  money,  the  proof 
can  only  be  had  by  consulting  those  inspired  documents  themselves. 
First,  then,  as  to  the  Mosaic  law.  Usury  is  mentioned  seventeen 
times  in  the  Old  Testament,  and  is  always  forbidden.  But  usury 
means  “ interest,"  in  all  English  books  of  a certain  age,  as  is  well 
known  to  critical  students  of  the  legislation  of  the  16th  and  17th  cen- 
turies. The  translators  would  have  used  the  word  interest  instead  of 
usury  if  they  had  lived  in  our  time.  For  usury,  nowadays,  has  al- 
ways its  bad  sense.  It  implies  extortion.  This  refinement  of  lan- 
guage is  of  modem  origin.  Our  forefathers  knew  nothing  of  it.  The 
old  English  meaning  of  the  word  usury  was  money  paid  for  the 
use  of  money,  whether  exorbitant  or  not.  The  word  interest  first 
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occurs  as  a legislative  term  in  the  Act  of  Parliament  5 and  6 Ed. 
VI.,  and  21  Jac.  I.  Since  then  the  term  usury  has  gone  out  of 
vogue  in  its  good  sense,  and  assumed  obstinately  the  meaning  it 
has  now,  of  an  unlawful  extortionate  interest.  We  insist  on  this 
change,  because  it  is  important.  It  shows  why  our  translators 
employed  the  term  usury  to  signify  equitable  interest.  The  latter 
word  did  not  come  into  exclusive  use  till  about  1624,  whereas 
our  ordinary  version  of  the  English  Bible  was  published  in  1611,  and 
its  translation  began  in  1604.  With  this  clue  to  guide  us,  we  find 
that  what  the  Mosaic  code  forbids  was  not  usury,  but  all  interest 
whatever.  If,  as  worthy  men  among  us  believe,  we  should  follow 
the  law  of  the  Hebrews  in  this  matter,  we  mjist  stop  taking  inte- 
rest altogether,  as  Proudhon  and  the  French  socialists  taught 
A distinction  is  pointed  out  by  J.  D.  Michaelis,  ir^the  ^cond 
volume  of  his  “ Laws  of  Moses,”  between  the  Hebrew  usury  laws 
•of  different  ages.  This  learned  author  shows  that  there  were 
several  different  stages  of  Jewish  legislation  on  this  subject.  The 
first  was  instituted  immediately  after  the  exodus  from  Egypt;  the 
second  on  entering  the  promised  land;  and  the  third  after  the 
captivity.  Of  these  three  stages  of  the  development  of  the 
Hebrew  usury  law,  evidence  survives  in  the*  17  passages  of  the 
Old  Testament  above  referred  to.  It  suggests  that  there  was 
probably  a fourth  period  of  development,  which  culminated  about 
the  time  of  Solomon,  and  of  which  no  records  survive.  The 
commerce  with  Phoenicia,  and  the  growth  of  wealth  among  the 
nation  during  the  prosperous  era  of  the  Jewish  polity,  render  this 
opinion  probable.  We  may,  perhaps,  be  able  to  trace  out  this 
later  provision  of  the  Hebrew  code  by  the  key  to  it  given  in  the 
New  Testament.  There  we  find  the  word  usury  twice.  It  occurs 
nowhere  else  but  in  the  parable  of  the  talents,  as  given  in  two 
payllel  passages.  (Luke  xix.,  23;  and  Matt,  xxv.,  27.)  In  both 
of  these  the  taking  of  interest  appears  as  a well-known  custom, 
which  the  Great  Teacher  does  not  forbid,  but  implicitly  approves. 
He  speaks  familiarly  of  it,  and  represents  .the  lord  of  the  unfaith- 
ful servant  as  claiming  back  not  only  his  moneyed  principal,  but 
also  usury,  that  is,  the  ordinary  interest.  From  this  it  seems  that 
the  Christian  code  is  opposed  to  the  Mosaic  code.  The  first 
approves  of  interest ; the  second  forbids  it.  But  is  this  strange  ? 
Do  not  these  two  codes  differ,  and  must  they  not  reasonably  be 
expected  to  differ  on  many  points;  as,  for  instance,  in  the  cancel- 
lation of  debts  at  the  year  of  jubilee,  in  the  forbidding  of  the 
perpetual  alienation  of  real  estate,  and  in  the  preventing  of  a 
woman  from  marrying  out  of  her  own  family  ? Surely  our  scru- 
pulous friends  would  not  have  us  adopt  these.  Yet  they  are  a 
part  of  the  Mosaic  code,  just  as  is  the  usury  law.  The  difficulty 
is  easily  explained.  The  Christian  code  was  intended  for  all  na- 
tions, and  will  be  in  force  to  the  end  of  time;  while  the  Hebrew 
law  was  a temporary  municipal  code  for  the  Jews  alone — and  for 
that  chosen  race  only  during  their  isolated  nationality  as  the  ten- 
ants of  Jehovah  in  the  promised  land. 
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Moreover,  as  J.  D.  Michaelis  shows,  the  Hebrew  usury  laws 
changed  their  form  in  different  ages.  Preserving  the  same  general 
features  of  prohibition,  they  took  on  minor  modifications  to  adapt 
them  to  the  increasing  opulence,  or  industrial  relations  of  the 
people.  Still  the  plain  intent  of  the  Jewish  laws  and  polity  was 
to  repress  commerce,  to  keep  the  Hebrew  people  isolated  from 
neighboring  nations,  and  to  prevent  entangling  alliances  with  the 
idolatrous  Gentiles.  It  will  help  us  to  understand  other  parts  of 
their  polity  besides  their  usury  laws,  if  wre  remember  that  the  Jew's 
were  a people  set  apart  from  the  whole  world.  During  the  Mo- 
saic age,  and  for  hundreds  of  years  later,  they  were  exclusively 
agricultural.  They  had  few  roads,  little  trade,  no  commerce,  no 
manufactures,  no  organized  industry.  The  mechanic  arts  were 
nearly  unknown,  or  were  represented  by  the  carpenter’s  shed,  the 
tent-mkker's  «eat,  the  distaff  and  loom,  the  vat  of  the  tanner  and 
dyer  of  skins,  or  the  simple  hearth  of  the  worker  in  iron  and 
brass.  They  had  no  organized  capital  as  we  have,  and  did  not 
need  our  methods  of  thrift  or  our  facilities  for  investment.  Their 
capital  consisted  in  flocks  and  herds,  in  gold  or  jewels  or  apparel ; 
in  seed  com,  implements  of  husbandry  or  inalienable  land.  They 
were  brethren,  one  man's  heirs.  Their  petty  loans  to  each  other 
of  provisions  or  raiment,  of  seed  com  or  money,  were  mere  family 
accommodations,  which  the  needy  might  demand  as  a right  and  the 
rich  were  not  allowed  by  the  law  to  refuse.  They  had  no  such 
frugal  habits  of  investment  as  other  nations,  and  so  usury  was  for- 
bidden. That  this  is  the  correct  view  is  seen  from  the  fact  that 
a Jew  was  allowed  to  charge  usury  to  a stranger.  This  single 
fact  is  demonstrative.  It  proves  conclusively  that  at  no  stage  of 
the  development  of  the  Hebrew  polity  was  usury  regarded  as  a 
malum  in  se . The  prohibition  was  only  a municipal  ordinance,  and 
not  a moral  precept  of  binding  force  forever.  One  fundamental 
principle  of  the  Divine  government,  set  up  in  the  family  of  Abra- 
ham, Isaac  and  Jacob,  was  that  no  individual  of  the  family  should 
become  inordinately  rich,  but  that  property  should  be  almost 
equally  diffused  throughout  the  community.  It  was  with  a view 
to  this  as  well  as  the  other  objects  we  have  mentioned,  that  usury 
was  forbidden.  The  whole  of  the  Hebrew  law  on  this  point  is 
summed  up  in  Deut.  xxiii.,  19:  “Thou  shalt  not  lend  upon  usury”  (1. 
e.  upon  interest)  “ to  thy  brother;  usury  of  money,  usury  of  victuals, 
usury  of  anything  that  is  lent  upon  usury.  Unto  a stranger  thou 
mayest  lend  upon  usuiy;  but  unto  thy  brother  thou  shalt  not 
lend  upon  usury,  that  the  Lord  thy  God  may  bless  thee  in  all 
that  thou  settest  thine  hand  to  in  the  land  whither  thou  goest  to 
possess  it.” 

Without  going  further  into  the  details  of  this  argument,  we  see 
how  little  force  there  is  in  the  scruple  by  which  our  friends  are 
troubled.  Their  error  is  a very  old  one.  As  we  have  said,  the  an- 
cient church  held  it.  The  civil  and  canon  laws 'enforce  it.  Many 
excellent  Protestants  in  former  ages  and  in  our  time  have  taught 
that  the  Bible  forbids  usury.  They  must  acknowledge,  however* 
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that  the  New  Testament  does  not  forbid  it,  but  speaks  of  it  with 
approval.  If  we  remember  that  what  the  New  Testament  ap- 
proves is  not  usury  as  we  understand  the  word  in  these  days,  but 
interest — the  ordinary  hire  payable  by  a borrower  for  the  use  of 
other  people’s  capital — we  must  infer  that  the  old  Hebrew  law  on 
this  subject  was  defunct  in  the  time  of  our  Saviour,  and  that  no- 
where is  there  anything  in  the  Bible  to  govern  our  modem  usury 
laws  except  its  general  principles  of  equity,  its  golden  maxims  to 
avoid  oppression,  and  to  deal  justly  with  others  as  we  would  wish 
them  to  deal  with  us.  In  short,  the  Bible  teachings  are  as  con- 
sistent with  free  commerce  in  money  as  they  are  repugnant  to  the 
spirit  of  oppression,  rapacity  and  injustice,  which  have  been  fos- 
tered by  the  modern  penal  statutes  against  usury,  and  have  caused, 
in  so  many  countries,  their  repeal  or  modification. 

We  might  cite  a multitude  of  other  objections  which  are  urged 
against  repealing  the  penalties  against  usury.  They  all  proceed  on 
the  false  assumption  that  the  evils  which  usury  laws  assail  are 
proper  subjects  for  legislative  repression.  Now,  we  do  not  say 
that  in  the  infancy  of  commerce  such  laws  may  not  h£ve  been 
of  use.  What  we  do  say  is,  that  with  the  growth  of  capital, 
the  extension  of  trade,  and  the  amazing  activity  of  productive 
industry,  such  antiquated  restrictions  are  barren  of  good  and 
fruitful  of  mischief.  The  right  to  exact  interest  from  the  man 
to  whom  we  lend  our  capital,  as  J.  D.  Michaelis  truly  ob- 
serves, is  founded  on  three  fundamental  principles,  (i.)  We  run 
some  risk  in  letting  it  go  out  of  our  hands.  For  thi%  risk  we 
have  a right  to  compensation.  (2.)  The  borrower  derives  a 
valuable  benefit  from  the  use  of  the  Capital  we  have  lent  him, 
and  in  equity  he  is  bound  to  share  with  us  in  fair  partition  a 
gain  he  thus  realizes.  (3.)  By  lending  our  capital,  we  forego, 
and  voluntarily  concede  to  the  borrower,  all  the  advantage  we 
might  ourselves  command  by  the  personal  use  of  our  own  capi- 
tal. By  these  three  arguments  he  demonstrates,  as  do  other 
modem  jurists,  the  lawfulness  of  exacting  interest  between  the 
borrower  and  the  lender*  of  money.  From  these  principles  it  is 
clear  that  the  rate  of  interest  must  vary  in  proportion  to  the 
risk  of  loss,  to  the  advantage  which  the  borrower  gains,  and 
to  the  sacrifice  the  lender  incurs.  No  human  legislation  can 
devise  regulations  elastic  enough  to  meet  such  varying  con- 
ditions. Nearly  all  that  the  laws  can  do  to  protect  borrowers 
is  comprehended  in  the  simple  rules  of  enforcing  contracts,  pro- 
tecting property,  and  giving  stability  to  the  currency  . in  which 
loans  are  made  and  debts  discharged.  To  go  further  than  this, 
and  to  interfere  with  the  free  play  of  supply  dnd  demand,  by 
penal  legislation  against  loans  at  certain  rates  of  interest,  has 
been  found  after  many  centuries  of  persevering  trial  to  be  de- 
ceptive and  mischievous.  The  borrower  may  need,  and  often 
does  need,  to  be  protected  against  the  rapacity  of  the  lender; 
but  the  protection  of  usury  laws  is  worse  than  none  at  all. 
Moreover,  it  is  one  of  the  most  frequent  and  most  conspicuous 
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complaints  against  laws  on  usury,  that  they  are  difficult  to  en- 
force, and  that  the  mischief  they  work  leads  to  repeated 
amendments  by  the  Legislature.  Hence  the  perplexing  anomalies 
which  render  such  laws  so  prolific  of  litigation  and  so  perplex- 
ing to  the  Courts.  For  an  instance  of  this  we  need  not  go 
further  than  the  case  in  the  Court  of  Appeals,  which  has 
given  occasion  to  the  present  article. 


DO  HIGH  WAGES  STIMULATE  INVENTION? 

By  Thomas  Brassey. 

[From  Mr.  Bnusey’s  book  on  “Work  and  Wages.**] 

M.  Michel  Chevalier  truly  says  that  machinery  can  alone  enable 
dear  labor  to  compete  with  cheap  labor,  and  that  England,  which 
makes  57  per  cent,  of  the  textile  fabrics  of  Europe,  owes  her  su- 
periority entirely  to  the  extensive  use  of  machinery.  The  economy 
obtained  by  the  introduction  of  machinery  is  often  very  remark- 
able. In  their  gallant  struggles  in  the  difficult  times  following  the 
war  in  America,  the  British  manufacturers  developed  the  resources 
of  machinery  to  a greater  extent  than  had  ever  been  attempted 
before,  sttid  they  succeeded  in  making  a considerable  reduction 
in  the  amount  of  labor  employed. 

Mr.  G.  R.  Porter,  in  his  “ Progress  of  the  Nation,”  gives  a 
statement  from  the  books  of  Mr.  Thomas  Houldsworth,  laid  be- 
fore the  Committee  of  Manufactures,  which  sat  in  1833;  and  he 
shows  in  a similar  manner  the  powers  of  machinery  in  augment- 
ing the  productive  powers, 'as  well  as  the  earnings  of  the  opera- 
tive. 

The  development  of  the  productive  power  of  machinery  by  in- 
creasing the  proportion  of  spindles  to  the  number  of  hands 
employed  is  not  a novelty  of  our  time.  Mr.  Porter’s  work  con- 
tains the  following  interesting  calculation  of  the  results  attained 
by  a former  generation  .of  cotton  spinners : 

“ In  the  cotton  mill  of  Messrs.  Houldsworths  in  Glasgow,  a 
spinner  employed  on  a mule  of  3,360  spindles  and  spinning  cotton 
120  hanks  to  the  pound,  produced,  in  1823,  working  74^  hours 
in  the  week,  46  pounds  of  yarn,  his  nett  weekly  earnings  for 
which  amounted  to  26^.  7 d.  In  1833,  the  rate  of  wages  having 
in  the  meanwhile  been  reduced  13^  per  cent.,  and  the  time  of 
working  having  been  lessened  to  69  hours,  the  spinner  was  en- 
abled by  the  greater  perfection  of  machinery  to  produce  on  a 
mule  of  the  same  number  of  spindles,  52^  pounds  of  yam  of  the 
same  fineness,  and  his  nett  weekly  earnings  were  advanced 
to  29 s.  10//.” 
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But  a much  more  considerable  economy  than  this  was  produced 
by  increasing  the  size  of  the  mules.  Mr.  Cowell,  in  the  Supple- 
mentary Report  of  the  Factory  Commissioners,  gives  the  following 
example  of  the  effect  on  the  spinner’s  earnings:  “In  the  early 

part  of  last  year  a spinner  produced  16  pounds  of  yam  of  No. 
200  from  mules  of  the  power  of  300  to  324  spindles.  Consulting 
the  list  of  prices,  I perceive  that  in  May  he  was  paid  $s.  6d.  a 
pound ; this  gives  54J.  for  his  gross  receipts,  out  of  which  he  had 
to  pay  13J.  for  assistants.  This  leaves  him  with  41  s.  earnings. 
Jlis  mules  are  now  converted  into  mules  of  the  power  of  648;  he 
is  paid  2 s.  5 d.  a pound  instead  of  3/.  &/. ; but  he  produces  32 
pounds  of  yam  of  the  fineness  of.  200  hanks  to  the  pound  in  69 
hours.  His  gross  receipts  are  immediately  raised  to  77 s.  4 d.  He 
requires  five  assistants  to  help  him;  but  deducting  27*.  for  their 
pay  from  his  gross  receipts,  there  remains  a sum  of  5 ox.  4//.  for 
his  nett  earnings  for  69  hours’  work,  instead  of  415.,  an  increase 
of  more  than  20  per  cent.,  while  the  cost  of  the  yam  is  reduced 
13*/.  per  pound.” 

It  is  perhaps  less  easy  to  substitute  machinery  for  manual  labor 
in  engineering  work  than  in  any  other  branch  of  industry.  But 
even  in  the  construction  of  railways,  labor  has  been  greatly  econo- 
mized. In  Denmark  the  cost  of  constructing  railways  has  been 
reduced  by  35  per  cent.  This  reduction  is  entirely  due  to  the 
improved  system  of  working  introduced  by  Mr.  Rowan,  the  engi- 
neer, who  has  represented  the  firm  of  Peto,  Brassey  & Betts,  in 
their  Danish  contracts. 

Mr.  Ballard,  who  has  had  great  experience  in  making  railways 
in  England,  gives  a similar  explanation  of  the  reduction  in  the 
cost  of  making  railways.  He  says  that  in  England,  as  abroad, 
contractors  can  now  obtain  the  cooperation  of  much  more  ex- 
perienced sub-contractors;  and  that  the  introduction  of  the  loco- 
motive has  made  it  practicable  to  carry  a load  of  earth  to  a 
greater  distance  for  the  same  money. 

* Mr.  Wilcox,  who  has  executed  important  contracts  in  Australia, 
in  reply  to  the  question  as  to  whether  it  costs  more  to  make  a 
railway  now  than  it  did  twenty  years  ago,  replies : . “ I am  of 
opinion  that  railways  are  now  made  considerably  cheaper,  though 
the  rate  paid  for  labor  has  increased  to  the  extent  perhaps  of  fif- 
teen or  twenty  per  cent  Railways  are  now  less  costly,  owing  to 
the  greater  skill  in  construction,  and  from  other  appliances  being 
so  much  employed  to  do  work  which  was  formerly  performed 
only  by  the  labor  of  men  and  horses.” 

Mr.  Nasmyth,  in  his  evidence  before  the  Trades  Unions  Com- 
missioners, described  very  graphically  how  the  long  strike  of  1851 
made  him  anxious  to  develop  to  the  utmost  the  use  of  labor- 
saving  machinery.  “ The  great  future,”  he  said,  “ of  our  modem 
mechanical  improvement  has  been  the  introduction  of  self-acting 
tools.  All  that  a mechanic  has  to  do,  and  which  any  lad  is  able 
to  do,  is,  not  to  labor,  but  to  watch  the  beautiful  functions  of 


Digitized  by  LjOOQle 


530 


banker's  magazine. 


[January, 


the  machine.  All  that  class  of  men,  who  depended  upon  mere  dex- 
terity, are  set  aside  altogether.  I had  four  boys  to  one  me- 
chanic. By  these  mechanical  contrivances  I reduced  the 
number  of  men  in  my  employ,  1,500  hands,  fully  one-half.  The 
result  was  that  my  profits  were  much  increased.” 

With  the  increased  use  of  machinery  laborers  can  now  be 
employed  to  make  parts  of  locomotives  which  formerly  could 
only  have  been  produced  by  skilled  artisans.  By  these  means, 
in  one  of  the  largest  locomotive  establishments  in  England,  the 
cost  of  manufacturing  a first-class  engine  and  tender  has  been 
steadily  diminished,  and  the  re- manufacture  of  iron  rails  which, 
in  i860,  # cost  ^7  15s.  o d.  per  ton,  was  reduced  in  eight  years 
to  jQ  7 os.  2d.  per  ton.  In  both  cases  the  old  rails  were 
charged  at  the  same  price  per  ton. 

In  the  opinion  of  Mr.  * Charles  Manby,  the  price  of  locomo- 
tives is  per  cent,  less  than  it  was,  having  been  reduced  on 
the  average,  say  from  jQ  2,600  to  £ 2,300.  There  have  been 
no  changes  in  the  rate  of  wages;  but  production  is  cheaper 
through  the  application  of  improved  machinery. 

Formerly,  the  furnaces  in  use  in  our  iron  manufacture  were 
constructed  with  little  regard  to  economy  of  fuel;  but  Mr.  Lo- 
thian Bell  says  that,* as  soon  as  the  cost  of  fuel  increased,  our 
manufacturers  adopted  the  best  methods  for  the  purification  of 
the  coal  and  for  its  conversion  into  coke,  for  the  use  of  waste 
heat  from  furnaces  in  driving  machinery,  and  for  the  use  of  the 
best  furnace  gases,  and  that  500,000  tons  of  coal  are  annually 
saved  by  these  discoveries  in  the  Cleveland  district  alone. 

Mr.  Buddicom,  an  English  locomotive  engineer,  who  has  had 
thirty  years'  experience  on  the  Continent,  and  who  was  at  the 
head  of  the  Sotteville  Works,  a large  establishment  near  Rouen, 
explains  how  the  special  difficulties  with  which  they  had  to  con- 
tend have  stimulated  the  ingenuity  of  French  engineers : “ For- 

merly, when  I was  actively  engaged  in  locomotive  building,  greater 
study  was  given  to  save  the  consumption  of  fuel  in  the  work# 
shops  in  France  than  in  .England.  Fuel  was  so  expensive — it 
cost  25 s.  a ton — that  before  the  drawings  of  any  piece  of  ma- 
chinery were  completed,  the  question  of  the  quantity  of  fuel 
necessary  to  be  used  in  producing  it  was  a consideration,  and 
frequently  the  form  or  the  method  of  construction  origihally  pro- 
posed underwent  an  entire  modification,  with  a yiew  to  econo- 
mize coal.  I know  that  at  one  time  my  consumption  of  fuel  for 
the  manufacture  of  an  engine  did  not  exceed  the  cost  of  the 
fuel  consumed  in  England ; although  the  price  of  fuel  in  England 
was  about  one-third  the  price  we  had  to  pay.” 

The  following  extracts  from  the  evidence  of  Mr.  Hodges,  who 
has  had  great  experience  in  America,  supply  further  illustra- 
tions of  the  stimulus  given  to  the  inventive  faculty,  by  the  diffi- 
culty arising  from  the  high  price  of  labor  and  the  dearness  of 
raw  materials : 
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“In  America  the  leading  wheels  of  the  locomotives  and  all 
the  wheels  of  the  railway  carriages  are  constructed  of  cast-iron; 
but  the  railway  authorities  of  this  country  would  not  sanction  the 
use  of  cast-iron  for  those  purposes.  It  is  doubtful,  indeed,  whether 
cast-iron  wheels  could  be  obtained  in  this  country  of  such  qual- 
ty  as  to  endure  the  wear  and  tear  of  railway  traffic.  In  America 
cast-iron  wheels  are  made  of  chilled  iron,  and  they  are  found  to 
answer  the  purpose  admirably.  At  the  commencement  of  the 
Grand  Trunk  Railway  of  Canada,  a large  quantity  of  cast-irOn 
wheels  were  sent  out  from  England,  but  it  was  found  that  they 
did  ifot  last.  Wrought-iron  wheels  were  then  tried;  but  even 
these  would  not  stand  the  work  for  which  they  were  designed.” 

“ In  America  the  climate  presents  peculiar  difficulties.  When  the 
summer  weather  breaks  up  there  is  a month  of  continuous  rain,  fol- 
lowed by  intensely  severe  frost.  The  effect  of  the  changes  of 
weather  was  to  consolidate  the  sleepers  upon  which  the  rails 
were  placed,  and  to  coavert  the  ballast  into  an  intensely  hard 
mass,  as  rigid  as  the  solid  rock.  When  trains  pass  over  a rail- 
way in  this  condition,  a very  severe  jar  is  necessarily  expe- 
rienced, causing  exceptional  wear  and  tear  to  the  rolling  stock. 
The  United  States  has  been  able  to  construct  wheels  of  cast-iron, 
which  will  stand  this;  while  we  in  England  have  scarcely  been 
able  to  produce,  even  in  wrought-iron,  wheels  which  will  endure 
the  strain  to  which  they  are  subjected  in  America.  Again, 
America  has  displayed  marvelous  energy  in  the  construction  of  all 
light  machinery.” 

“The  United  States  iron-masters  have  made  wonderful  strides, 
and  their  axles  are  amazingly  strong ; they  are  better  than  English 
axles.  There  is  now  a large  manufactory  at  Montreal  for  axles, 
and  their  castings  are  admirable.  Take,  for  example,  such  simple 
things  as  rain-water  pipes.  They  are  beautifully  cast.  You  see 
them  scarcely  more  that  the  eighth  of  an  inch  thick.  We  should 
have  them  five  times  as  thick.” 

“ In  cast-iron  they  beat  us  out  of  the  market.  The  superior 
quality  of  their  «cast-iron  is  due  to  their  great  skill  in  mixing  the 
ores.  The  extreme  cost  of  labor  is  the  reason  why  they  make  these 
things  of  cast-iron.” 

“ The  construction  of  rolling  stock  formed  a part  of  the  contract 
for  the  Grand  Trunk  Railway,  and  when  the  contractors  were 
about  to  establish  workshops  for  the  purpose  of  constructing  car- 
riages and  other  .rolling  stock,  two  clever  mechanics  were  sent 
through  the  United  States  to  examine  the  principal  establishments 
in  which  similar  railway  stock  was  constructed.  Although  these 
men  represented,  as  it  were,  a competition  in  trade,  they  were  ex- 
tremely well  received  wherever  they  went.  They  were  freely  sup- 
plied with  drawings  of  all  the  most  successful  machines,  and  with 
every  information  necessary  to  enable  them  to  set  up  a similar  appara- 
tus. Every  well-tried  labor-saving  machine  was  introduced  into  our 
workshops.  In  England,  in  1853,  there  were  no  morticing  ma- 
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chines,  and  no  planing  machines  such  as  we  now  see  in  every  well- 
furnished  establishment ; but  they  had  all  those  machines  in 
Canada  supplied  from  American  manufacturers.” 

Mr.  Hodges,  while  speaking  in  commendatory  terms  of  the  in- 
genuity displayed  by  America  in  the  contrivance  of  all  light 
machinery,  is  of  opinion  that  in  the  construction  of  machinery  for 
undertaking  heavy  work,  England  has  carried  the  palm  against 
every  other  nation. 

Mr.  Alfred  Field  told  the  Committee  on  Scientific  Education 
that,  in  the  United  States,  a workman  in  the  hardware  • trade 
earns  double  the  daily  wages  of  an  English  workman ; but  labor- 
saving  appliances  have  been  brought  to  such  perfection  that  in 
twenty-five  classes  of  hardware  goods,  #the  United  States  are  able 
to  export  largely  into  countries  in  which  the  pay  of  artisans  is 
scarcely  a quarter  of  the  wage  paid  in  America.  They  send  their 
spades,  shovels,  axes,  coopers’  tools,  and  pumps  to  England,  al- 
though raw  material  and  wages  are  twice  as  dear  in  the  United 
States  as  in  England. 

The  rates  of  wages  ordered  for  farm-laborers  at  the  Labor  Ex- 
change in  San  Francisco,  in  September,  1870,  were  during  the 
winter  season  from  ^5  to  £6  per  month  and  food  and  lodging 
found,  and  from  ^8  to  ^9  and  food  and  lodging  found  during 
harvest.  The  wages  of  operatives  in  California  were  still  more  in 
advance  of  the  rates  paid  in  other  States  of  the  Union.  Observe 
the  effect  of  these  extreme  prices  for  labor.  “The  number  of 
farm-laborers  required  in  this  State,”  says  Mr.  Booker,  “ is  less  in 
proportion  to  the  land  cultivated  than  in  any  other  part  of  the 
Union.  It  probably  does  not  exceed  one  hand  to  100  acres. 
Every  agricultural  operation  is  performed  by  machinery.  A great 
deal  of  soil  is  light,  permitting  the  use  of  gang  plows,  and  on 
the  lightest  lands  the  seed  is  distributed  by  the  plow  in  front  of 
the  shares.  Nothing  more  is  done  until  the  grain  is  ready  for  the 
sickle,  when  the  reaping  machine  is  used,  and  the  threshing  ma- 
chine follows  it.” 

The  recently  published  Blue  Book  on  the  tenure  of  land  in 
foreign  countries  is  a compilation  of  immense  value,  and  does 
honor  to  the  diplomatic  service  of  this  country.  It  contains 
most  interesting  illustrations  of  the  laws  which  govern  the  labor 
question.  I have  already,  by  numerous  examples,  endeavored  to 
show  that  where  labor  is  cheapest,  the  indifference  to  labor-saving 
machinery  is  most  conspicuous;  and  that  wher£  labor  is  dearest 
it  is  most  effectually  economized.  These  axioms  are  strikingly  il- 
lustrated by  a comparison  of  the  agriculture  of  Russia  and  Prussia 
with  the  agricultuj^  of  the  United  States  and  of  those  European 
countries  in  which  labor  is  most  liberally  paid.  To  give  a single 
example  of  this  contrast  of  laborers  to  -land  in  Russia,  the  pro- 
portion is  one  man  to  every  acres.  In  Pennsylvania  two 

men  by  the  year,  with  two  others  during  the  harvest,  will  do  the 
work  on  a farm  of  100  acres. 
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In  English  agriculture  the  rise  of  wages  has  been  considerable* 

It  was  recently  stated  by  Mr.  C.  S.  Read,  M.  P.,  that  “within 
the  last  twenty  years  the  remuneration  of  agricultural  laborers  had 
incteased  about  35  per  cent.  In  1851,  in  the  six  counties  in 
which  agricultural  wages  are  the  lowest,  the  average  was  7 s.  1 y£d. 
per  week.  The  wages  in  Dorsetshire,  where  the  lowest  rate  is  still 
paid,  are  now  8r.  In  the  Cotswold  they  range  from  10 s.  to  14J., 
and  in  Northumberland  from  13.L  to  15 s.  Farmers  on  light 
arable  soils  pay  a higher  rent  per  acre  than  they  did  twenty  * 
years  ago.  Then  they  paid  2 sr.,  now  it  costs  them  3^.:  he  did 
not  get  off  under  40s.11 

I have  quoted  numerous  examples  to  show  how  much  dear 
labor  stimulates  invention,  and  how  indifferent  men  become  to  the 
value  of  mechanical  appliance  when  manual  labor  is  very  cheap. 

An  examination  of  these  remarkable  illustrations  of  the  ingenu- 
ity of  man,  when  his  powers  are  developed  by  difficulties,  confirms 
the  opinion  already  expressed,  that  the  productive  powers  of  the 
different  nations  are  more  equal  than  might  have  been  ex- 
pected. Dear  labor  is  the  great  obstacle  to  the  extension  of 
British  trade.  But  we  see  how  the  cheap  labor  at  the  command  of 
rival  nations  seems  in  some  instances  to  exercise  the  same);  ener- 
vating influence  as  the  delights  of  Capua  on  the  soldiers  of /Han- 
nibal. 


THE  RECENT  -PROGRESS  OF  NATIONAL 

DEBTS. 

By  R.  Dudley  Baxter. 

[Abridged  from  the  Journal  of  the  London  Statistical  Society  for  March,  1874.] 

A new  series  of  National  debts  dates  from  1848;  all  before  that 
belonged  to  the  old  regime.  They  were  contracted  for  the  most 
part  in  the  days  of  sailing  ships,  and  post-roads,  and  semaphores, 
and  were  the  result  of  that  first  great  outburst  of  Democracy 
which  swept  over  America  and  Europe  a little  less  than  a century 
ago;  which  in  Europe  was  merged  into  military  despotism,  and 
finally  extinguished  by  the  resuscitated  monarchies.  The  new 
debts  began  with  the  second  struggle  of  Democracy  and  military 
empire,  in  the  era  of  steamships  and  railroads,  and  electric  tele- 
graphs, and  accumulations  of  wealth ; which  spread  before  Govern- 
ments facilities  and  temptations,  previously  tinknown,  to  tread  that 
broad  and  easy  downward  road,  whose  consequences  are  described 
in  the  old  distich,  “ He  that  goes  a borrowing,  goes  a sorrowing.” 
I was  anxious  to  have  given  a table  of  the  annual  additions  to 
National  debts  from  1848  to  the  present  time,  but  have  found  it 
impracticable  to  obtain  reliable  figures.  Almost  all  statistics  of 
National  debts  are  approximations,  and  not  accurate  totals.  Eng- 
land and  the  United  States  furnish  elaborate  annual,  or  even 
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monthly  statements  of  indebtedness;  but  other  nations  are  much 
more  careless  and  vague,  and  leave  us  to  gather  . information  as 
best  we  can  from  all  sorts  of  unauthorized  sources,  in  which,  the 
amounts  of  external  loans  taken  and  paid  up,  the  floating  debt, 
the  home  debt,  the  currency  debt,  and  the  guarantees  of  rail- 
ways or  other  public  works,  are  often  involved  in  confusion 
and  obscurity.  We  can  only  give  figures  which  afford  an 
approximate  idea  of  the  progress  of  National  borrowing. 
The  total  National  debts  were:  In  1848,  about  ^1,700,000,000; 

in  1873,  about  ^4,680,000,000.  Thus  the  increase  in 
twenty-five  years  was  jQ  2,980,000,000,  an  increase  of  nearly 
double  the  original  debts.  But  the  rate  of  increase  was  very 
different  before  and  after  i860.  Up  to  i860,  National  bor- 
rowing was  chiefly  in  Europe.  There  had  been  the  Revolution 
of  1848,  the  Crimean  War  of  1854,  the  French- Austrian  War  of 
1859,  which  caused  most  of  the  borrowing.  But  the  total  loans 
scarcely  averaged  from  1848  to  1854,  20,000,000  a year;  from 

1855  to  i860,  jQ  50,000,000  a year.  After  i860  there  were  the 
following  great  wars:  1.  The  American  Civil  War,  1861-65;  2.  The 

Prussian-Austrian  War,  1866;  3.  The  French-German  War,  1870, 
leading  to  immense  loans  in  America  and  Europe.  During  these 
years,  an  epidemic  of  borrowing  set  in  all  over  the  globe.  Capi- 
tal accumulated  so  rapidly,  and  capitalists  were  so  ready  and  press- 
ing with  their  loans,  that  all  the  States  of  the  civilized  and 
uncivilized  world  rushed  to  borrow  them.  Russia,  Austria,  and 
France  contracted  new  debts  without  intermission.  The  South 
European  States,  Portugal,  Spain,  Italy,  and  Turkey  eagerly  in- 
creased their  indebtedness.  Egypt  began  to  imitate  Turkey.  The 
United  States  whipped  creation  in  the  vastness  of  their  five  years’ 
borrowing.  Mexico,  and  all  the  Spanish  and  Portuguese  States  of 
South  America  flocked  eagerly  into  the  money  market.  Australia 
and  New  Zealand  borrowed  largely  for  public  works.  Some  of 
these  States  borrowed  for  war,  others  for  railways — but  all 
borrowed.  The  average  increase  from  National  debts  from  1861 
to  1873,  has  been  jQ  200,000,000  a year. 

If  this  average  is  kept  up  for  twenty-five  years  more,  our  total 
National  debt  will  be  again  doubled,  and  will  reach,  before  the 
end  of  the  century,  in  the  year  1900,  ^10,000,000,000.  The 
annual  charge  of  such  a debt  at  five  per  cent,  will  be  £ 500,000,- 
000,  an  amount  equal  to  the  present  aggregate  public  revenues  of 
all  the  States  of  Europe  and  North  America. 

Such  are  the  possibilities  of  the  future  progress  of  National 
debts.  Are  they  probabilities  ? Shall  we  see  National  debts  aug- 
ment in  an  ever-increasing  ratio,  like  population,  or  the  consump- 
tion of  coal?  Or  are  there  reasons  to  think  that  borrowing  will 
progress  in  a diminished  ratio  from  the  increase  of  National 
prudence  and  the  decrease  of  National  credit?  Let  us  examine 
more  in  detail  the  debts  and  credit  of  the  various  States,  to  ascer- 
tain their  different  burdens,  and  means  of  meeting  them. 
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The  beginnings  of  National  debts  are  almost  always  the  same. 
An  extraordinary  expenditure  is  necessary,  usually  for  warlike  pur- 
poses, but  sometimes  for  works  of  peace,  which  would  press  too 
hardly  upon  current  revenue;  and  a loan  is  resorted  to.  The 
^emergency  continues  through  several  years,  necessitating  further 
loans,  negotiated  on  harder  terms.  It  comes  at  last  to  an  end, 
but  leaves  the  National  expenses  permanently  and  considerably 
increased,  partly  by  the  interest  of  the  debt,  and  partly  by  the 
inflated  scale  of  expenditure  which  borrowed  money  constantly 
produces,  both  in  the  public  service  and  in  the  nation.  A strong 
and  growing  State  will,  then,  impose  sufficient  taxation  to  prevent  a 
continuance  of  borrowing,  and  even  to  provide  surpluses  for 
debt  reduction.  The  credit  of  the  nation  rises,  and  the  State  is 
able  to  keep  down  the  interest  to  the  lowest  rate  current  in  the 
country,  and  bear  its  burden  of  debt  on  the  easiest  practicable 
terms,  even  if  the  debt  itself  is  heavy,  and  should  lead,  as  it  did 
in  the  last  century  in  the  case  of  Holland,  to  loss  of  commerce 
and  of  political  power. 

But  a declining  or  weakly  governed  State,  goes  on  with  deficits 
-and  borrowing,  to  meet  ordinary  expenditure;  and  becomes  con- 
tinually more  embarrassed  in  finances  and  compelfed  to  borrow  at 
higher  rates.  When  the  taxation  becomes,  heavier  than  the  nation 
can  bear,  credit  comes  to  an  end;  perhaps  political  convulsion 
ensues;  and  the  National  debt  vanishes  in  a National  insolvency. 

Hence  there  are  four  classes  of  indebted  States  that  should  be 
carefully  distinguished.  i.  The  Economical  States , whose  debts 
grow  less  in  proportion  tp  their  resources.  2.  The  Vigorous  Bor- 
rowing States , that  borrow  freely,  but  not  beyond  their  resources. 
3.  The  Over-borrowing  and  Declining  States , whose  debts  are  heavy 
and  continually  increase  more  rapidly  than  their  resources.  4.  The 
Defaulting  or  Insolvent  States . . • 

I have  prepared  the  tables  that  follow,  classifying  the  different 
States  according  to  their  credit  in  the  money  markets  of  the  world, 
as  measured  by  the  rate  of  interest  which  their  stock  can  be  pur- 
chased to  pay;  and  also  showing  the  increase  in  their  debts 
since  1848.  The  classification  by  rate  of  interest  on  the  price  of 
the  day  appears  to  me  more  useful  than  any  other  for  practical 
purposes  of  investment,  because  it  embodies,  in  a rough  and  ready 
way,  the  judgment  of  the  moneyed  world  upon  each  security.  It 
enables  investors  to  see  at  a glance  the  rate  of  interest  they  want, 
and  to  form  an  idea  of  the  risk  they  are  running. 

One  usual  test  of  National  debts  is  the  amount  of  annual 
charge  per  head  of  population,  which  varies,  for  instance,  from 
8 d.  per  head  in  British  India,  to  15*.  6d.  in  the  United  Kingdom. 
But  this  gives  very  little  real  information  about  the  pressure  or 
safety  of  the  debt,  because  Sd.  per  head  in  India  may  be  a heavier 
burden  on  the  resources  of  the  inhabitants  than  151.  6d.  in  Eng- 
land. 
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Another  ordinary  test  is  the  ratio  of  the  annual  charge  to  the 
annual  public  revenue.  But  this  is  often  misleading.  For  in- 
stance, the  annual  charge  of  the  French  debt  *is  now  about 
£32,000,000;  which  is  .nearly  one-third  of  her  expected  revenue 
of  jQ  100,000,000.  This  looks  a better  preparation  than  the 
English  debt  charge  of  £ 24,000,000,  out  of  a revenue  of 
£ 70,000,000;  whereas  really  it  is  very  much  worse.  It  also  looks 
better  than  £32,000,000  out  of  -£70,000,006,  which  would  be  the 
proportion  if  France  had  reducea  her  expenditure  to  £70,000,000. 

I therefore  prefer  the  tables  qf  interest  on  price  which  you  see 
before  you.  They  fall  naturally  into  four  divisions,  according  to 
the  rates  of  interest  which  the  stock  of  the  different  States  can  be 
bought  to  pay.  1.  States  of  Low  Interest,  viz.,  3 and  4 per  cent 
2.  States  of  Moderate  Interest,  viz.,  5 to  per  cent.  3.  States 
of  High  Interest,  viz.,  6*4  to  10  per  cent.  4.  States  of  Excessive 
Interest,  viz.,  above  10  per  cent. 

The  first  and  second  of  these  classes  correspond  with  the  first 
two  classes  before  mentioned,  but  the  third  and  fourth  are  not 
necessarily  declining  or  defaulting. 


L Public  Debts  at  Low  Interest. 


Countries 

Three  per  cent.  States. 

• 1848. 

-Debt. , 

1873. 

Interest  ter  cent  an 
Market  Price. 

United  Kingdom 

£ 820,000,000 

. £ 785,000,000 

3X 

Denmark 

11,225,000 

12,747,000- 

3 X 

831,225,000 

797.747.ooo 

- 

Four  per  cent.  States. 

Holland 

102460,000 

80,500,000* 

4-0 

Belgium 

17,500,000 

36,000,000* 

4-0 

German  States 

40,000,000 

146,000,000* 

4-0 

India 

50,000,000 

. * 130,000,000* 

4-2 

Canada 

6,600,000 

22,800,000* 

. 4-6 

Australia 

.... 

39400,000* 

- 4-6 

Sweden 

600,000 

6,700,000* 

4-9 

^217, 160,000 

- ;£  46l4<X>>°00 

- 

These  are  the  capitalist  and  economical  States  that  pay  off  debt 

or  borrow  very  moderately. 


II.  Public  Debts  at  Moderate  Interest. 


Countries. 

5 TO-  6%  PER  CENT.  STATES. 

Morocco 

United  States 

Brazil 

Russia 

France 

Cape  G.  Hope,  Mauritius, &c 

Chili 

Argentine  Republic 


2848. 


^48, 000, 000 

7,000,000 

100.000. 000 

182.000. 000 

1.750.000 

2.150.000 


63,000,000* 

345.000. 000* 

900.000. 000 
4,020,000* 

10,300,000* 

16,300,000* 


Debt. 

2873. 

,£500,000* 

. (448,000,000  \ 
. I 78,000,000*  > 


Interest  ter  cent  m 
Market  Price. 

5.0 

- 5.1 

5-1 

5-3 

5-3 

5-1 

: « 


^340,900,000  .^1,865,120,000 
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These  are  the  borrowing  States,  with  good  resources,  whose 
credit  is  good  in  the  money  market. 

III.  Public  Debts  at  High  Interest. 

-c  ^OUMirtfs’  Debt. — > Interest  per  cent  on 

Bdc-and  a-Half  and  Seven  per  i8  8 l868>  Market  Price. 

cent.  States. 

Portugal . £ 1 7,000,000  . £ 69,200,000*  . 6.7 

Japan . 8,645,000*  . 6.8 

Hungary . ( 1 7,570,000*  . 7.0 

Austria 125,000,000  . ( 320,000,000*  . 7.5 

Columbia . 9,460,000*  . 7.4 

Roumania . 12,900,000*  . 7.8 

142,000,000  . 437*775»°°° 

Eight  to  Ten  per  cent. 

States. 

Uruguay . 8,000,000*  . 8.0 

Italy 30,000,000  . 365,000,000*  . 8.2 

Cuba 550,000  . 1,790,000*  . 8.2 

Egypt . 75,000,000*  . 9.0 

Peru 2,500,000  . 38,000,000*  . 9-7  * 

Ecuador 2,800,000  . 3,270,000$  . 10. o 

Turkey . 129,000,000*  . 10.7 

£ 35,850,000  . £620,060,000 

These  are  the  States  whose  expenditure  exceeds  their  income, 
or  whose  other  circumstances  show  some  risk  to  lenders. 


IV.  Public  D$bts  at  Excessive  Interest,  t 


Debt ‘ v Interest  per  cent,  on 

Countries.  x848.  1868.  Market  Price. 

Guatemala . £ 1,200,000  . 14.5 

Bolivia . 1,700,000*  . 15.0 

Spain £113,000,000  . 373,000,000$  . 16.5 

Mexico 10,000,000  . 79,000,000$  . 17.5 

Costa  Rica ....  . 3400,000  . 22.0 

Paraguay . 3.000,000  . 25.0 

Venezuela . 16,700,000$  . 25.0 

San  Domingo . 750,000$  . 1 

Greece 10,000,000  . * 12,000,000$  . 33.0 

Honduras . 6,000,000$  . 66.0 


£133,000,000  . £496,750,000 

These  are  the  States  of  unsettled  Governments  and  finances, 
and  threatened  or  actual  default  of  interest. 

* Part  of  debt  for  railways  or  public  works.  The  total  debts  for  these  purposes  are  estimated 
at  about  £ 500,000,000. 

t I must  acknowledge  my  indebtedness  to  the  admirable  tables  of  the  '*  Economist  ” in  its  In- 
vestors Monthly  Manual  for  the  latest  amounts  of  the  debts  and  their  quotations  at  the  end  of  1873 
and  also  to  Mr.  Hyde  Clarke  for  important  corrections. 

! Defaulting  States. 
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THE  MONETARY  ?YSTEM  OF  BRAZIL. 

No.  I. 

The  currency  of  Brazil  consists  chiefly  of  depreciated  paper 
money,  issued  by  the  Government,  and  its  history  is  a very  instruct- 
ive one.  Before  entering  upon  it,  we  will  give  a brief  sketch  of  the 
coinage  operations  of  Brazil,  of  which  a statement  has  been  pre- 
pared by  the  Director  of  the  Imperial  Mint  at  Rio  de  Janeiro,, 
and  furnished  us  by  the  courtesy  of  L.  F.  D’Aguiar,  Esq.,  Bra- 
zilian Consul  at  this  city. 

The  operations  of  the  Brazilian  Mint  (Casa  da  Moeda)  date 
back  180  years.  The  coinage  of  money  in  Brazil  was  begun  in 
1694,  when  the  Portuguese  Government  established  a mint  in  the 
city  of  Bahia.  During  the  four  years  of  its  existence  that  mint 
produced:  In  gold  pieces,*  102,070  $000;  in  silver  pieces, 

818,952  $ 000.  The  gold  marc  of  64  octaves  was  worth  112$  640, 
and  the  silver  marc  7 $ 600.  The  Bahia  Mint  was  transferred  in 

1699  to  Rio  de  Janeiro,  and  turned  out  in  two  years,  in  gold 
pieces,  612,644  $640;  in  silver  pieces,  255,694  $940.  The  city 
of  Pernambuco  had  also  a small  mint,  which  produced  from 

1700  to  1801:  in  gold  pieces,  8,io8‘$ooo;  in  silver  pieces,. 
428,383  $ 260.  Total  sum  in  gold  and  silver  pieces  turned  out  by 
those  three  provisory  mints,  2,225,852  $980,  of  which  722,822  $640 
in  gold,  and  1,503,030  $ 340  in  silver. 

As  the  gold  pieces  were  then  made  of  old  coins,  Angola  gold 
and  jewelry,  and  the  silver  pieces  were  formed  of  silver  sets  and 
coins  of  the  different  Spanish- American  settlements,  neither  of  them 
had  the.  fineness  of  even  0,916^,  for  those  coins  and  jewelry  were 
then  worked  out  of  metals  lacking  the  necessary  affinage.  Besides 
this,  the  coins  turned  out  from  the  Luso-Brazilian  mints  were  not 
of  an  uniform  weight : thus,  the  largest  gold  piece,  which  should 
have  2 octaves  and  20  grains,  and  be  worth  4 $000,  had  some- 
times 2 octaves  18  grains,  and  the  silver  coins  of  5 octaves  28 
grains  in  Portugal,  were  never  heavier  than  5 octaves  2 grains  in 
Brazil. 

In  1703,  the  Government  closed  all  the  other  mints  but  the  one 
at  Rio  de  Janeiro,  which  was  reorganized.  It  coined  gold  pieces 
of  0,916^$  assay,  and  weighing  3 octaves,  \ V2  octaves,  and  54  grains, 
and  of  the  denominations  of  4 $ 800,  2 $ 400,  and  1 $ 200.  In 
1727,  the  Rio  Mint  began  to  turn  out  gold  pieces  of  12  $800, 

6 $ 400,  3 $ 200  and  1 $ 600,  weighing  8,  4,  2 octaves  and  one 

* The  sums  given  here  are  in  Rtfs.  Thts  word  is  the  plural  of  Real \ and  one  Real  in 
Brazilian  money  is  about  half  a mill.  In  Portuguese  coin,  however,  is  about  one  mill.  The 
modern  Brazilian  Mil- re  is  (written  1 $ ooo,  one  thousand  reis)  is  equal  to  54  cents  in  gold.  The 
Portuguese  Mil-r£is  is  worth  about  double  that  of  Brazil. 
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octave,  respectively,  with  the  same  assay  of  0,916^.  In  1832, 
the  coinage  of  the  12  $ 800  and  4 $ 800  was  suppressed  by  law. 

By  that  time  the  affluence  of  gold  had  become  so  plentiful  that 
the  Government  had  thought  advisable  to  re-open  the  Bahia  Mint 
in  1714,  for  the  coinage  of  the  same  pieces  as  in  Rio;  and  also 
to  create  a new  mint  in  the  Province  of  Minas  Geraes,  in  1724, 
for  the  coinage  of  pieces  with  15,  and  7*4  octaves,  and  with 
of  octave.  This  last  mint  was  closed,  however,  in  1 735>  after  hav- 
ing turned  out,  by  the  nearest  ’calculations,  15,000,000  $ 000  in  gold 
pieces.  It  does  not  appear  that  it  did  coin  silver. 

The  Bahia  Mint  was  again  suppressed  after  the  independence  of 
Brazil,  having  made,  in  gold  pieces,  20,000,000  $ 000 ; in  silver 
pieces,  10,000,000  $ 000;  in  copper  pieces,  1,500,000  $ 000.  Total, 
31,500,000  $ 000.  The  Rio  Mint,  afterwards  the  National  Mint, 
coined  not  only  gold  pieces  of  0,916^  affinage,  of  the  value  of 
102  $ 400  to  the  Marc , but  also  the  gold  coins  of  2^  octaves,  worth 
4 $ 000,  and  the  silver  coins  of  640  reis,  weighing  4 octaves,  69 
grains,  and  0,900.  From  1869  to  this  date,  those  coins  of  640  r&s 
began  again  to  weigh  5 octaves/ 

Here  is  the  total  sum  of  the  money  turned  out  from  the  Rio 
Mint  from  1703  to  1833:  in  gold  pieces,  216,257,629  $ 928 ; in 
silver  pieces,  16,516,366  $ 319.  In  1833  the  copper  pieces  were 
made  by  law  as  subsidiary  currency . It  is  guessed  that  there  were 
then  in  the  Empire  18,000,000  $ 000  in  pieces  of  that  metal. 
The  80  r£is  pieces  were  reduced  to  40  reis;  those  of  40  to  20, 
and  those  of  20  to  10.  The  new  40  r£is  were  to  weigh  at  least 
7 octaves,  and  the  others  in  proportion. 

From  1833  to  *839  the  Rio  Mint  coined  gold  pieces  of 
2 $500,  and  with  one  octave  of  gold  of  22  carats;  and  silver 
pieces  of  n pence  of  the  value  of  13,33  r&s  to  the  octave.  Of 
those  pieces  there  were  coined ; in  gold,  950,784  $ 000 ; in  silver, 
67,390  $680.  1°  1846,  the  gold  ///area  of  0,916^3  had  their 

value  fixed  by  law  at  250  $000,  and  the  silver  piece  16  $066. 
In  1849  the  monetary  system  of  Brazil  was  reformed.  The 
octave  of  gold  of  0,916^  fineness  was  valued  at  4 $000.  Silver 
coins  of  25.5  grammes,  of  same  fineness,  began  to  be  considered 
as  auxiliaries , their  value  being  set  at  2 $ 000.  In  September, 
1867,  these  silver  pieces,  and  also  those  of  1$  000,  began  to  re- 
ceive the  fineness  of  0,900,  and  the  following  weights : those  of 
2 $000,  25  grammes;  those  of  i$ooo,  12^  grammes.  Silver 
pieces  of  500  r£is  and  200  reis  began  also  to  be  coined,  of  silver, 
0,835,  and  of  proportionate  weight  as  the  others.  By  the  law 
of  September  3d,  1870,  the  silver  pieces  began  to  have  the 
same  fineness  and  weight  as  previously  to  the  law  of  September, 
1867. 

From  1849-1872,  the  Rio  de  Janeiro  Mint  coined : in  gold 
pieces,  43,306,010  $ 000 ; in  silver  pieces,  # 18,446,045  $ 000 ; in 
alloyed  copper,  628,770  $ 000. 
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In  November  of  1873,  the  mint  began  to  make  coins  of  ternary 
alloying  (liga  temaria),  weighing  12  grammes,  and  valued  at  40  r6is 
(about  2 cents). 


Recapitulation  of  the  Amount  of  Coinage  of  Money  in 


Brazil  from  1694-1872. 

Mints.  Gold.  Silver.  Copper. 

Bahia 20,102,070  !fc  000  ..  10,818,952  $ 140  ..  

Pernambuco 8,108  $000  ..  424,383  $260  ..  

Minas  Gerdes 15,000,000  & 000  ..  • ..  

Rio  de  Janeiro. ..  261,126,968 $ 568  ..  35,329,497 $ 039  ..  628,77o$ooo 

Copp.  coin  in  Bra- 
zil before  1833.  ..  • ..  1 8,000,000  $ 000 


Total 296,237,146  $568  ..  46,576,832  $439 


18,628,770  $ 000 


THE  CERTIFICATION  OF  CHECKS. 

Liability  of  Banks  where  Checks  have  been  Fraudulently 

“ Raised.” 

One  of  the  specific  obligations  of  a banker  is  to  honor  the 
checks  of  his  dealer,  and  in  all  commercial  countries  the  law  en- 
forces this  obligation  to  the  full  extent  of  the  funds  which  the 
dealer  has  deposited  in  the  banker’s  hands.  For  the  convenience 
of  their  dealers,  and  as  a means  of  economizing  currency  and 
facilitating  business,  our  bankers  have  adopted  the  plan  of  certifying 
checks.  This  expedient  of  certification,  we  believe,  is  peculiar  to  this 
country,  and  some  doubts  have  always  obscured  the  precise  limits 
of  the  liability  which  a bank  assumes  when  it  certifies  a check. 
One  of  these  doubts  is  as  to  the  liability  of  a bank  upon  its 
certification  held  by  a bon&  fide  purchaser  for  value,  where 
the  check  has  been  fraudulently  “ raised  ” before  certification. 
This  question  has  just  been  decided  by  the  Court  of  Appeals  of 
the  State  of  New  York.  The  case  is  that  of  The  Marine  National 
Bank  v.  The  National  City  Bank.  The  action  was  to  recover 
money  paid  under  the  following  circumstances  : A check  was  cer- 
tified by  the  plaintiff;  which  prior  to  certification  had  been  raised 
from  $25  to  $4,679.96.  The  defendant  accepted  the  check  and 
paid  it  in  reliance  upon  the  certification.  The  plaintiff  reimbursed 
the  defendant,  but  upon  discovering  the  alteration  the  plaintiff 
demanded  to  have  the  money  returned,  and  brought  this  action 
to  recover  such  amount.  The  action  was  tried  before  Hon.  Henry 
Nicoll,  referee,  who  found  in  favor  of  plaintiff.  The  General  Term 
reversed  the  judgment,  and  now  the  Court  of  Appeals  has  reversed 
the  decision  of  General  Term  and  affirmed  the  judgment  entered 
upon  the  referee’s  report.  The  text  of  the  decision  is  as  follows: 

“In  order  to  sustain  the  judgment  of  the  General  Term  the  defendant  must 
make  out  that  it  has  parted  with  its  money  in  reliance  upon  some  assertion  of 
the  plaintiff  in  respect  to  the  check,  and  which  the  plaintiff  is  therefore  bound 
to  make  good.  .The  whole  question  is,  what  did  the  plaintiff  assert?  Upon 


Digitized  by  GoO£  z. 


*«7S-  3 


CERTIFICATION  OF  CHECKS. 


541 


this  question  we  agree  with  the  views  expressed  by  the  learned  referee.  When 
a check  is  presented  to  a bank  on  which  it  is  drawn  for  certification,  the  pur- 
pose is  to  ascertain  with  certainty,  what  the  bank  alone  can  know,  and  this  is, 
whether  the  drawers  of  the  check  J^ave  funds  sufficient  to  meet  it ; and,  fur- 
ther, to  obtain  the  engagement  of  the  bank  that  these  funds  shall  not  be  with- 
drawn from  the  bank  by  the  drawers  of  the  check.  To  this  extent  the  knowl- 
edge of  the  bank  must  of  necessity  enable  it  safely  to  go  in  the  way  of  assertion; 
and  its  own  power  over  its  own  funds  will  suffice  to  protect  it  as  to  its  obligation. 

“ But  if  the  doctrine  contended  for  in  opposition  to  this  view  is  correct,  and  the 
certifying  bank  is  bound  to  warrant,  not  only  the  genuineness  of  the  drawers* 
signature  and  the  sufficiency  of  their  credit,  but  also  the  genuineness  of  the 
check  in  all  its  parts,  including  the  specification  of  the  amount  to  be  paid  and 
the  names  and  identity  of  the  payees,  then  obviously  there  must  occur  an  im- 
mediate and  complete  change  in  the  modes  of  doing  business,  which  would 
defeat  and  practically  put  an  end  to  the  use  of  certified  checks.  For  no  bank 
under  such  a rule  could  safely  certify  a check  without,  in  the  first  instance, 
investigating  its  origin  and  history  by  inquiry  of  the  makers  and  pavers.  The 
burden  of  such  inquiries  could  not  be  borne  without  interfering  witn  or  inter- 
rupting the  other  necessary  business  of  the  banks,  and  the  practice  of  certify- 
ing checks  would  have  to  be  abandoned,  or  a staff  of  inquirers  instituted  in 
every  bank  specially  charged  with  these  duties.  It  is  plain  that  banks,  in  self- 
protection,  would  be  compelled  to  refuse  altogether  to  certify  checks,  and  that 
this  convenient  and  useful  invention  of  modern  business  would  come  to  an  end. 

“The  mischief  would  arise  from  charging  the  banks  with  a knowledge 
that  in  the  nature  of  things  they  cannot  possess.  With  their  responsibility 
limited  to  the  facts  within  their  knowledge,  the  practice  imposes  no  burden 
upon  banks  and  subserves  the  convenience  of  commerce.  No  construction 
ought  to  be  put  on  acts,  in  the  usual  course  of  business,  which  will  impose 
upon  the  parties  interested  the  necessity  of  immediately  altering  it.  For,  as 
the  question  is  necessarily  what  did  the  parties  mean,  we  cannot  without  vio- 
lent construction  attribute  to  them  a meaning  so  burdensome  that  it  will  neces- 
sitate a change  of  the  usual  way  of  doing  business.  Such  a meaning  we  know 
they  cannot  have  entertained.  We  have  been  referred  to  various  expressions  in 
different  cases,  stating  in  quite  positive  and  general  terms  the  obligation  of 
hanks  upon  certified  checks:  Fanners*  Bank  v.  Butchers’  Bank,  16  N.  Y.  125; 
First  National  Bank  v.  Leach,  52  id,  350 ; Cooke  v.  State  National  Bank,  id. 
115.  These  are  to  be  construed  with  reference  to  the  facts  disclosed  in  the 
cases.  In  such  cases  the  question  has  been,  in  various  forms,  whether  the 
bank  certifying  a check  could  defend  itself  upon  the  ground  of  want  of  author- 
ity in  the  certifying  officer,  or  that  the  drawer  had  no  funds.  These  being 
facts  within  the  knowledge  of  the  certifying  bank,  it  was  necessarily  precluded 
from  disputing  its  certificate.  But  there  is  no  ground  of  reason  or  authority 
for  extending  the  rule  to  matters  not  being  especially  within  the  knowledge  of 
the  certifying  bank,  such  as  those  which  form  the  ground  in  this  case  on 
which  the  bank’s  claim  of  immunity  rests. 

“The  order  of  the  General  Term  granting  a new  trial  should  be  reversed, 
and  the  judgment  entered  on  the  report  of  the  referee  be  affirmed.” 

Against  this  decision  the  argument  has  been  urged,  that  the  public  would  be 
compelled  to  draw  currency  from  the  banks,  in  cases  where  they  have  heretofore 
been  content  with  simply  getting  a check  certified  and  depositing  it  in  another 
bank  for  settlement  by  the  exchanges  of  the  Clearing-House.  We  are  much 
inclined  to  doubt  this  prediction.  If  any  broker  in  Wall  street  were  to  ven- 
ture upon  the  course  suggested,  he  would  attract  toward  himself  the  unfavor- 
able notice  both  of  other  brokers  and  also  pf  the  banks.  How  his  business 
would  be  likely  to  shrink  and  suffer  under  the  atmosphere  of  hostility  that 
would  thus  be  evoked  around  him,  may  easily  be  foreseen.  If  changes  in  the 
methods  of  business  should  occur,  to  a noteworthy  extent,  we  should  rather 
look  for  such  changes  to  operate  for  the  revival  of  the  project  of  a Stock 
Exchange  Clearing-House.  In  a few  exceptional  cases,  we  have  reason  to 
know  that  the  use  of  certified  checks  has  been  temporarily  restricted,  and  in 
counter  transactions  with  strangers  certified  checks  do  not  pass  with  the  same 
ease  as  before  this  decision. 
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OUR  FINANCIAL  SITUATION  AND  THE  REMEDY. 

By  Robert  Morris. 

No  2. 

The  most  extraordinary  financial,  or,  to  speak  more  accurately, 
politico- financial  blow  ever  struck  in  the  United  States, — that  which 
made  and  left  the  deepest  impression  on  the  popular  mind,  was 
the  blow  struck  by  the  hard-money  Democratic  party  of 
1828-1836,  in  the  name  of  Andrew  Jackson,  against  the  Bank 
of  the  United  States.  It  suited  the  leaders  of  the  party  to 
give  to  the  pending  issue,  which  involved  the  gravest  question 
of  public  policy  that  can  enter  into  government,  the  character 
of  a bitter  personal  quarrel  between  the  President  of  the  United 
States  and  Mr.  Biddle,  the  President  of  the  Bank.  On  this  quar- 
rel the  financial  destiny  of  the  country  was  determined  for  the 
next  third  of  a century,  when  a new  regime  of  finance  was 
initiated  by  the  necessities  of  the  war  of  the  rebellion.  The 
issue  of  $400,000,000  of  paper  money  as  a legal-tender  medium 
in  lieu  of  specie,  and  the  organization  of  the  National  banking 
system,  opened  a new  career  of  “ experiment,”  which  has  re- 
sulted, up  to  the  present  time,  in  a state  of  financial  uncer- 
tainty, chaos,  and  economical  embarrassment,  unparalleled  in  the 
history  of  our  Government.  The  President,  in  his  late  message 
to  Congress,  says  that  the  nation  has  not  for  many  years  wit- 
nessed “ such  a prostration  in  business  and  industries  ” as  we 
are  now  laboring  under.  He  calls  attention  to  the  fact  that 
labor  and  capital  are  abundant,  but  both  largely  unemployed. 
“ Our  soil  and  climate,”  he  says,  “ are  unequaled  for  variety 
of  products  to  feed  and  clothe  a people,  and  in  the  amount  of 
surplus  to  spare  to  feed  less  favored  peoples.  Therefore,  with 
these  facts  in  view,  it  seems  to  me  that  wise  statesmen  at  this 
session  of  Congress  would  dictate  legislation  ignoring  the  past,” 
etc.  By  this  the  President  means  that  Congress  shall  act  on 
the  simple  merits  of  the  subject,  which  he  indicates  in  a few 
words,  such  as  “ abundant  capital  and  labor,  climate  and  soil 
unequaled  for  variety  of  products  and  fertility,”  etc.  It  is  cer- 
tainly a rational  view,  that,  with  such  “ elements  ” as  these, 
Congress  ought  to  be  able  to  construct  a system  of  finance 
which  shall  place  us  on  even  ground  with  the  other  markets  of 
the  world.  We  have  been  on  such  ground  in  times  past,  when 
our  resources  were  far  inferior  to  what  they  now  are,  our  means 
of  vigorous  action  much  less  efficient,  and  our  accumulation  of 
capital  comparatively  small.  Why  can  we  not  be  so  again,  with 
vastly  greater  means  af  command  ? Such  is  the  point  of  view 
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of  the  President.  He  has  made  one  stupendous  admission,  which 
I had  not  looked  for,  and  which,  to  my  mind,  shows  the  sin- 
cerity of  his  recommendation^  to  Congress,  to  ignore  the  past. 

It  has  proved  impossible,”  he  says,  “ to  keep  the  National  cur- 
rency on  a par  with  the  recognized  currency  of  the  civilized 
world.”  -He  does  not  hesitate  to  abandon  a system  which  is 
still  popular  with  the  country — which  its  deluded  advocates 
still  laud  as  -giving  “ the  best  currency  the  world  has  ever  seen.” 
This  currency,  the  President  says,  can  not  be  kept  at  par  ivith 
specie  / The  opening  debates  of  the  present  session  of  Congress 
indicate  a growing  distrust  of  it.  There  is  very  little  doubt  that 
its  death-note  is  sounded  in  these  warnings,  and  that  the  only 
question  left  * unsolved  is,  by  what  kind  of  currency  shall  it 
be  supplanted  ? The  profits  of  circulation  being  withdrawn,  the 
National  banks  will  rush  into  voluntary  liquidation.  It  is  from 
this  point  of  observation  that  the  President  and  the  Secretary  of 
the  Treasury  coincide  in  recommending  “ Free  Banking .”  It  may 
help  those  to  whom  the  incubation  of  this  scheme  (which 
would  be  much  better  characterized  by  the  title  of  Free  Piracy) 
may  be  intrusted,  to  be  advised  that  there  is  a bill  for  Free 
Banking  already  drawn  to  hand,  consisting  of  eleven  sections — 
that  it  was  introduced  in  the  Maryland  Legislature  by  Mr. 
Charles  F.  Mayer,  a member  from  Baltimore,  in  the  year  1831, 
4nd  failed  to  pass  that  body.  What  was  called  the  Free 
Banking  Law  of  New  York  was  passed  by  the  Legislature  of 
that  State  in  1838.  A short  experience  made  it  manifest  that 
there  was  too  much  freedom  in  it ; and  it  wa$  modified 
by  such  restrictions  as  were  found  necessary  to  prevent  abuses 
and  frauds.  The  present  National  system  closely  coincides  with 
the  New  York  law  in  its  characteristic  features.  It  would  be 
difficult  to  organize  a plan  of  banking  more  “ free  ” than  this, 
with  a due  regard  for  public  interests.  I propose  in  my  next 
paper  to  give  an  exhaustive  analysis  of  this  much  vaunted, 
little  understood,  and  mythical  “ cure  all  ” for  the  evils  of  our 
financial  system.  The  pressing  point  now  in  hand  is  to  find  an 
immediate  remedy  for  our  “ prostration  in  business  and  indus- 
tries ” of  which  President  Grant  speaks  in  his  message. 

I do  not  understand  the  President  to  mean  that  the  teach- 
ings of  experience  shall  be  rejected,  when  he  suggests  that  the 
past  shall  be  " ignored.”  He  wishes  merely  to  convey  an  ad- 
monition that  all  irrelevant  discussion  on  the  errors  of  the  past, 
and  responsibility  for  them,  shall  be  foregone,  and  that  Con- 
gress shall  turn  its  attention  directly  and  solely  to  the  present 
emergencies  of  our  condition.  It  is  of  the  first  importance  that 
we  refer  to  our  experience.  In  endeavoring  to  mark  out  a 
new  path,  we  desire  not  to  repeat  old  blunders.  We  learn  more 
from  that  experience  which  has  plunged  us  into  embarrassment 
than  from  that  which  has  been  attended  by  the  most  brilliant 
success.  The  former  warns  us,  and  awakens  our  judgment;  the 
latter  intoxicates,  and  makes  us  fool-confident. 
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In  my  former  paper  I advanced  the  proposition,  that  our 
main  difficulty  and  danger  in  the  present  juncture  of  our  affairs 
consist  in  the  fact  that  our  general  credit  has  never  had  the 
support  of  an  adequate  base.  It*  has  been  extended  with  the 
growth  of  the  country;  the  resources  and  accumulations  of  the 
country  have  been  sufficient  in  quantity  to  justify  it;  but  they 
have  not  been  organized.  Organization  is  a process  of  thought 
and  reasoning  by  the  few.  The  mass  of  people  deal  with  re- 
sults, not  with  methods.  What  can  be  more  apparent  than  the 
truth  of  the  proposition  that  the  stabilitation  and  soundness  of 
credit  depends  on  an  enlargement  of  base  in  proportion  with 
the  height  and  spread  of  superstructure  ? Let  this  enlargement 
be  arrested  while  # the  superstructure  continues  to  grow,  and  no 
amount  of  accumulated  wealth  will  avail  to  prevent  the  whole 
building  from  toppling  over.  This  is  our  precise  condition.  We  are 
better  able  to  pay  our  debts  than  any  other  nation.  Our  em- 
barrassment is  not  for  want  of  means,  but  for  want  of  organiza- 
tion of  means.  If  our  experience  teaches  anything,  it  teaches- 
this  truth.  We  are  .like  an  army  superior  in  number,  force,  and 
equipment  to  the  enemy ; but  the  enemy,  being  concentrated  and 
capable  of  united  action,  beats  our  scattered  divisions  one  by 
one,  and  is  master  of  the  field.  The  financial  system  of  the 
United  States  has  always  been  constructed  on  this  plan  of  seg- 
regation, excepting  the  time  covered  by  the  two  National  Banks— 
from  1791  to  1 81 1,  and  from  1816  to  1836 — a term,  united,  of 
forty  years;  bqt  even  in  that  time  the  Democratic  party  was 
the  constant  foe  of  credit,  and  obstructed  the  natural  growth, 
of  the  base  on  which  it  rested.  Of  the  85*  years  of  our 

financial  history,  not  more  than  25  can  fairly  be  considered  as 
having  been  under  the  regime  of  anything  like  an  organized 
financial  system ; while  the  full  length  of  60  years  has  been 
under  that  of  divided  counsels  and  conflicting  laws.  At  the 
opening  of  the  civil  war,  it  was  governed  by  the  laws  of  34  sep- 
arate Legislatures,  and  the  ruling  precept  of  the  banking  system 
of  the  country  was  most  truly  expressed  in  the  proverb,  that 
can  not  be  softened  without  destroying  its  force — “ Every  one  for 
himself  and  the  devil  take  the  hindmost.” 

My  plan  of  organization  is  this : To  conjoin  in  one  capital  as 

many  of  the  present  National  banks  as  shall,  within  a given 
period,  signify  assent  to  such  union,  thus  constituting  a capital 
of  (presumably)  three  hundred  million  dollars,  leaving  a residue 
of  two  hundred  million  to  be  made  up  of  new  capital.  There 
would  be  no  more  difficulty  in  this  reorganization  than  there 
was  in  the  change  from  State  to  National  banks  under  the 
present  law.  The  bank  should  be  constituted  the  fiscal  agent 
of  the  Government,  whereby  the  sub-treasury  would  be  super- 
seded, and  its  current  balance  of  $ 140,000,000  be  made  a part 
of  the  active  currency  of  the  country,  in  the  shape  of  specie,  and 
paper  money  redeemable  in  specie.  The  bank  should  have  the  sole 
power  of  the  issue  of  paper  money,  which  should  be  secured  by 
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pledge  of  Government  stocks,  and  made  redeemable  on  demand  in 
gold  and  silver.  The  general  organization  of  the  institution  should 
be  such  as  experience  justifies — approaching  to  that*  of  the  old 
Banks  of  the  United  States  and  the  Bank  of  England,  but  sub- 
ject to  such  modifications  as  the  circumstances  of  the  time  and 
the  condition  of  our  country  may  make  expedient.  This  outline 
is  enough  to  “ set  the  ball  in  motion.”  The  duration  of  the  char- 
ter of  such  an  institution  should  not  be  less  than  fifty  years. 
Of  all  absurdities  of  objection  to  a National  bank  of  large  capi- 
tal, none  is  more  absurd  than  the  common  one,  which  is  nothing 
but  the  slang  of  tradition,  conveyed  in  the  question,  “Where 
will  you  find  men  fit  to  be  trusted  as  directors  of  such  an  in- 
stitution ?”  I answer  by  another  question,  “ Where  will  you  find 
men  worthy  of  the  greater  trust,  of  power  over  the  liber- 
ties of  the  people  ?”  Most  imbecile  must  be  a people  that 
holds  back  from  doing  the  right,  on  the  ground  that  it  has  no 
citizens  fit  to  be  trusted  with  the  powers  necessary  to  the  end ! 
A more  superficial  pretext  never  entered  the  human  brain.  Have 
we  not,  in  almost  perpetual  session,  a legislative  body  whose 
business  it  is  to  make,  modify,  repeal,  or  otherwise  take  cog- 
nizance of  every  act  and  proceeding  that  enters  into  government  ? 
Have  we  already  come  to  the  end  of  the  great  experiment  of 
self-government  ? 

I conclude  this  paper  by  throwing  out  one  or  two  general 
propositions,  (i)  That  the  destiny  of  society  on  the  continent 
of  America  is  in  the  hands  of  each  succeeding  generation;  (*) 
that  it  is  God,  ^pd  not  man,  who  sets  bounds  to  human  empire ; 
and  that  the  United  States  presents,  at  the  present  time,  the 
greatest  scene  of  life,  and  the  grandest  problems  which  are  to 
be  worked  out  by  human  intellect;  and  (3)  that  God  puts  no 
duties  on  man  for  which  He  does  not  at  the  same  time  give 
the  faculty  of  successful  performance. 


HOW  CAN  WE  RE-ESTABLISH  A COIN  BASIS? 

To  the  Editor  of  the  Bankers  Magazine : 

This  question  has  been  constantly  agitated  for  the  last  ten  years, 
without  any  real  success  in  the  solution  of  the  problem.  Much 
has  been  written  and  spoken  on  the  subject,  and  many  efforts 
have  been  made  by  our  best  financiers  in  each  session  of  Con- 
gress, seemingly  without  having  arrived  at  the  solution.  Most  of 
the  attempts  at  the  resumption  of  specie  payments  have  been  based 
on  the  policy  of  a reduction  in  the  legal-tender  circulation,  founded 
on  the  well-known  business  principle  that  the  scarcity  of  a com- 
modity enhances  its  value.  The  theory  is  perfect,  but  its  advo- 
cates have  not  sufficiently  considered  its  practical  workings.  At 
the  present  time  a large  portion  of  our  country  is  calling  for  an 
increase  of  currency,  as  was  witnessed  by  the  great  efforts  of 
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Western  men  in  the  last  Congress/  Representatives  of  every  West- 
ern State  are  pouring  into  California,  and  the  invariable  complaint 
is  of  hard  times — the  scarcity  of  money. 

If  such  a state  of  affairs  now  exists,  what  may  we  expect 
should  any  decided  action  be  taken  in  a reduction  of  the  amount 
of  currency  ? Such  a course  seems  inexpedient,  to  me,  for  the  ac- 
complishment of  the  desired  end.  We  have  another  policy  by 
which,  possibly,  the  same  result  may  be  attained,  without  serious 
injury  to  the  trade,  and  that  is  to  increase  the  circulation  of  gold. 
If  a reduction  in  the  quantity  of  a commodity  increases , an  in- 
crease in  the  quantity  will  decrease  its  value,  and  as,  for  the 
reasons  above  given,  I consider  it  inexpedient  to  reduce  the  vol- 
ume of  currency  to  enhance  its  value,  let  us  by  some  means  in- 
crease the  gold  circulation  to  reduce  its  value. 

* How  are  we  to  increase  the  gold  circulation  ? The  interest  paid 
on  Government  Bonds  held  in  foreign  markets,  and  the  gold  pay- 
ments on  imports,  will  continue  in  all  probability  to  affect  the 
amount  of  gold  received  for  exports  and  the  yield  of  our  mines; 
consequently  we  must  establish  a representative  value,  issued  by 
the  Government  and  secured  by  its  pledge. 

The  Government  could  not  issue  a demand  gold  note,  and  meet 
its  obligations ; but  is  it  not  possible  to  issue  time  gold  notes,  or 
certificates , to  be  used  in  retiring  greenbacks,  in  the  order  in  which 
they  were  issued, — to  be  made  a legal  tender  in  the  same  sense 
as  are  greenbacks,  and  the  time  for  payment  regulated,  so  that 
there  may  be  no  failure  on  the  part  of  the  Government  in  any 
contingency  to  redeem,  should  a redemption  be  demanded?  It 
seems  to  me  that,  in  consideration  of  the  favor  extended  our 
present  legal-tender  circulation,  purporting  to  be  payable  on  de- 
mand, when  really  it  is  irredeemable,  notes  of  this  nature  payable 
in  gold,  at  a fixed  date,  would  certainly  meet  with  more  favor, 
and  that  such  an  issue  would,  beyond  doubt,  materially  reduce  the 
premium  on  gold. 

If  necessary,  each  series  of  these  notes  could  be  made  payable 
at  dates  remote  from  each  other  series.  After  * the  first  issue  is  set 
afloat,  subsequent  issues,  though  redeemable  at  later  dates,  would 
meet  with  as  great  favor.  Maturing  bonds  could  be  paid  off  with 
these  notes  as  a compromise  of  dissensions  in  regard  to  the  intent 
of  the  law,  without  complaint  on  the  part  of  the  holder.  In  the 
time  allowed  for  the  maturing  of  the  first  issue  of  them,  the  Gov- 
ernment will  have  ample  opportunity  to  provide  for  their  redemp- 
tion. 

The  first  great  step,  in  my  judgment,  will  be  to  discontinue  the 
present  policy  of  speculation  in  the  sale  of  gold,  by  which  course 
the  Government  not  only  recognizes  the  premium,  but  encourages 
the  maintaining  of  a premium  in  the  value  of  gold  over  cur- 
rency. As  the  time  arrives  for  redeeming  the  first  series  of  these 
notes,  if  there  is  an  insufficiency  of  coin  in  the  Treasury,  a 
temporary  loan  c&n  be  made  to  meet  the  demand.  It  can 
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safely  be  asserted,  that  after  the  obligation  of  redemption  has 
actually  been  fulfilled,  the  value  of  the  notes*  will  be  forever 
established.  Afterward,  as  the  gold  flows  into  the  Treasury,  in 
the  course  of  exchange,  it  can  be  applied  to  the  repayment 
of  the  loan. 

I do  not  think  that  such  a contingency  will  arise,  for  the  rea- 
son that  after  the  notes  have  once  gained  the  confidence  of  the 
public,  they  will  be  circulated  at  par  with  gold;  and  the  time  for 
redemption,  notwithstanding  the  day  fixed,  will  be  at  the  option  of 
the  Government.  I will  say  nothing  of  their  convenience  over 
gold,  as  that  is  amply  illustrated  by  the  popularity  of  the  gold 
notes  of  California.  They  will  gradually  supplant  greenbacks  in 
the  National  Bank  reserves  until  the  National  Bank-notes  will  be 
at  par  with*  them,  and  our  circulating  medium  will  be  as  much 
of  a value  with  gold  as  are  the  notes  of  the  Bank  of  England. 

A California*  Banker. 


STATE  BANKS  AMENABLE  TO  FULL  USURY 
PENALTI  ES. 

Decision  of  the  New  York  Court  of  Appeals. 

It  is  a remarkable  illustration  of  the  profound  antagonism 
which  exists  between  usury  laws  and  the  spirit  and  requirements 
of  modem  commerce,  that  wherever  such  laws  have  been  enacted 
in  any  commercial  country  they  are  always  evaded  to  a greater 
extent  than  any  legislative  regulations  can  safely  be  in  a well- 
ordered  State.  One  aspect  of  this  principle  is  conspicuously  brought 
to  view  in  the  decision  of  the  Court  of  Appeals  which  is  reported 
below.  The  case  was  Farmers’  Bank  of  Fayetteville  v.  Hale  et 
al.  The  bank  is  an  Association  organized  under  the  general 
banking  law  of  the  State  of  New  York.  This  bank  took  eight 
per  cent,  interest  on  a note,  and  the  question  was,  whether  this 
usurious  act  rendered  the  note  absolutely  void,  or  simply  wrought 
a forfeiture  of  the  interest.  Judge  Hardin,  who  delivered  the 
opinion  at  General  Term,  decided  that  under  the  new  Usury 
Amendment  Law  of  1870,  State  banks  were  exempted  from  the 
heavier  penalties  of  the  old  usury  law,  and  were  liable  to  for- 
feiture of  interest  only  in  cases  of  usury.  This  decision  has  just 
been  reversed  by  the  Court  of  Appeals.  The  opinion  of  the  Court 
was  delivered  by  Chief  Justice  Church,  and  is  as  follows: 

OPINION  OF  THE  COURT. 

The  question  is,  whether,  since  the  decision  of  this  Court  that  National  banks 
in  this  State  were  subject  to  the  usury  laws  of  the  State,  and  that  the  provi- 
sions of  the  National  Bank  Act  limiting  forfeiture  for  taking  usury  applied  only 
to  banks  located  in  States  and  Territories  where  no  usury  laws  existed,  the 
Act  of  the  Legislature  (chap.  163,  laws  of  1870)  is  operative  to  limit  the  for- 
feiture for  taking  usury  by  the  State  banks  organized  under  the  general  bank- 
ing laws  of  this  State,  to  the  interest  only.  It  is  claimed  that  this  act,  in 
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effect,  has  repealed  the  usury  laws  of  the  State  as  to  State  banks,  and  confer- 
red upon  them  the  exclusive  privilege  of  taking  usury  at  the  risk  only  of  a 
forfeiture  of  interest;  which,  as  a preventive,  is  of  no  practical  benefit.  It  is 
quite  true  that  the  Legislature  possesses  this  power,  and  if  a fair  and  reason- 
able construction  of  the  act  leads  to  this  result,  we  have  no  alternative  but  to 
so  adjudge;  but  if  the  provisions  of  the  act  are  capable  of  a different  construc- 
tion, consistently  with  legal  principles,  .ail  will  agree  that  such  construction 
should  be  adopted.  The  circumstances  are  somewhat  peculiar,  but,  applying 
the  analogies  of  the  law  and  established  principles,  we  must  determine  the  true 
meaning  of  the  act. 

. It  may  be  conceded  that  the  first  section  of  the  act,  standing  alone,  would 
supersede  the  usury  laws  and  operate  as  a repeal,  by  implication,  so  far  as 
applicable  to  banking  associations.  But  the  claim  that  this  section  is  in  force 
underrates  the  effect  of  and  misconstrues  the  second  section  of  the  act,  which 
is,  u It  is  hereby  declared  that  the  true  intent  and  meaning  of  this  act  is  to 
place  the  banking  associations  organized  and  doing  business  as  aforesaid  on  an 
equality  in  the  particulars  in  this  act  referred  to,  with  the  National  banks  or- 
ganized under  the. Act  of  Congress.”  The  cardinal  rule  for  the  construction 
of  legislative  acts  is  to  ascertain  the  intent  of  the  Legislature.  When  that  is 
determined  the  language  must  yield  to  that  intent.  We  are  not  left  to  con- 
jecture as  to  the  intent  in  this  case.*  It  is  expressly  declared,  and  is  part  of 
the  law  itself,  and  lo  carry  out  that  intent  ail  other  parts  of  the  act  must 
yield. 

The  declared  intent  is,  that,  notwithstanding  the  language  of  the  first  section, 
this  act  shall  only  have  the  effect  of  giving  the  State  banks  the  same  rights 
and  privileges,  and  making  them  subject  to  the  same  forfeitures  in  respect  to 
taking  usury,  as  the  National  banks  have  under  the  Act  of  Congress.  If  this 
had  been  the  language  no  question  could  have  been  made.  The  rights  and 
liabilities  of  National  banks  under  the  Federal  act  would  have  been  the  meas- 
ure of  the  rights  of  State  banks.  The  language  employed  in  the  second  sec- 
tion, while  it  might  have  been  more  expressive,  has  the  same  meaning.  It 
declares  the  intent  and  meaning  to  be  to  place  State  banks  on  an  equality  with 
National  banks  under  the  National  act. 

Equality  means  the  same  rights  and  privileges  and  the  same  forfeitures,  and 
it  means  nothing  else.  If  this  expressed  meaning  is  to  prevail,  the  State  banks 
can  have  no  other  or  different  rights,  nor  be  subject  to  any  other  or  different 
forfeitures  than  National  banks.  It  follows  that  if  National  banks  were,  not- 
withstanding the  National  act,  subject  to  the  usury  laws  of  the  State,  the  State 
banks  were  also,  or  else  -the  declared  meaning  of  equality  is  nugatory.  It  is 
said  that  this  renders  the  statute  inoperative,  and  that  this  result  must  be 
avoided.  This  is  a Dlausible,  but  not  a valid  or  sound  position.  There  is 
nothing  in  the  Constitution  nor  in  any  legal  principle  to  prevent  the  Legisla- 
ture from  passing  an  act  with  provisions  which  render  it  inoperative.  When 
different  constructions  may  be  put  upon  an  act,  one  of  which  will  accomplish 
the  purpose  of  the  Legislature,  and  the  other  render  the  act  nugatory,  the  for- 
mer should  be  adopted ; but  when  the  provisions  of  an  act  are  such  that  to 
make  it  operative  would  violate  the  declared  meaning  of  the  Legislature, 
courts  should  be  astute  in  construing  it  as  inoperative.  We  may  consider  the 
circumstances  existing  at  the  time.  We  may  take  notice  of  the  fact  that  the 
National  banks  of  this  State  acted  upon  a construction  of  the  Act  of  Congress 
which  applied  its  provisions  to  them,  and  it  is  not  too  much  to  assert  that 
such  was  the  general  understanding,  and  it  does  no  harm  to  admit  that  such 
was  the  understanding  of  the  Legislature.  These  facts  doubtless  induced  the 
passage  of  the  act,  but  the  language  employed  shows  that  the  Legislature  in- 
tended to  guard  against  a mistaken  construction. 

If  the  act  had  declared  that  the  Act  of  Congress,  having  limited  forfeitures 
for  usury  taken  by  National  banks  to  the  interest  only,  ana  that  it  was  there- 
fore enacted  that  forfeitures  for  usury  taken  by  State  banks  should  be  also 
limited  to  interest  only,  this  would  have  been  an  enactment  by  the  Legislature 
of  the  provisions  of  the  Federal  act  as  construed  by  it,  and  although  the  con- 
struction would  have  been  a mistaken  one,  the  act  would  have  been  valid  and 
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operative.  This  was  not  the  form  adopted.  The  Legislature,  instead  of  en- 
acting their  construction  of  the  National  act,  qualified  it  by  hereby  placing  the 
State  banks  upon  an  equality  with  the  National  banks,  and  in  doing  so  they 
expressly  negatived  the  intent  to  give  the  State  banks  superior  privileges  in 
respect  to  forfeitures  for  taking  usury,  as  the  Federal  act  has  been  adjudged  9 
not  to  apply  to  National  banks  located  in  this  State.  The  Court,  in  holding 
the  Act  of  1870  inoperative,  are  but  carrying  out  the  express  provisions  of  the 
act  itself  and  the  declared  intentions  of  the  Legislature,  and  although  the  cir- 
cumstances are  exceptional,  yet  it  is  in  conformity  to  established  rules. 

The  suggestion  of  the  learned  Judge,  in  the  opinion  at  General  Term,  that 
inasmuch  as  the  act  does  not  specify  equality  with  the  National  banks  of  the 
State,  it  would  be  justifiable,  in  order  to  make  the  act  operative,  to  infer  that 
the  Legislature  intended  to  declare  the  equality  of  State  banks  with  National 
banks  in  the  States  and  Territories  where  usury  laws  do  not  exist,  illustrates 
the  dangerous  and  erroneous  character  of  the  position  that  any  possible  con- 
struction should  be  adopted  to  make  the  act  operative  in  a case  where  it  is 
evident  that  to  do  so  would  violate  the  intent  of  the  Legislature.  Such  a con- 
struction would  convict  the  Legislature  of  an  intent  to  give  State  banks  a mo- 
nopoly in  taking  usury,  and  of  doing  it  by  a device- unworthy  of  a legislative 
boay.  To  avoid  such  a conclusion  (which  would  be  unjust  in  fact),  we  should 
adopt  any  construction  justified  by  the  language.  It  is  also  said  that  the  sec- 
ond section  should  be  regarded  as  a saving  clause  or  a proviso,  and  that,  it 
repugnant  to  the  purview  of  the  act,  it  is  void.  There  is  a distinction  between 
the  effect  of  a repugnant  saving  clause  and  a repugnant  proviso.  Whether  any 
sound  reason  exists  for  the  distinction  or  not  it  seems  to  be  recognized  as  a 
settled  rule.  A saving  clause  is  only  an  exception  of  a special  thing  out  of 
the  general  things  mentioned  in  the  statute,  and,  if  repugnant  to  the  purview, 
is  void.  (Potter’s  Dwaris,  1 1 7. ) The  office  of  a proviso  is  more  extensive. 

It  is  used  to  qualify  or  restrain  the  general  provisions  of  an  act,  or  to  exclude 
any  possible  ground  of  interpretation  as  extending  to  cases  not  intended  bv 
the  Legislature  to  be  brought  within  its  purview  (lb.  118,  note  and  cases  cited, 

1 Kent  Com.  463,  note  a),  and  if  repugnant  to  the  purview  it  is  not  void,  but 
stands  as  the  last  expression  of  the  Legislature,  (ib.  23  Maine,  360. } If, 
therefore,  technical  rules  are  applied,  and  the  second  section  is  regarded  as  a 
proviso,  it  must  stand  and  control  the  previous  provisions.  If  a proviso  had 
been  inserted  in  form  at  the  end  of  the  first  section,  declaring  in  terms  that 
the  act  should  not  be  operative  beyond  placing  State  banks  upon  an  equality 
with  National  banks  under  the  Federal  act,  it  would  have  been  a valid  restraint 
upon  the  other  provisions,  according  to  the  strictest  rules  of  construction. 
This  is  the  fair  import  of  the  second  section.  It  declares  the  meaning  of 
the  act  to  be  equality,  and  equality  can  only  be  attained  by  declaring  the 
act  inoperative  in  consequence  of  the  adjudged  inapplicability  of  the  provi- 
sions of  the  Act  of  Congress  limiting  forfeitures  to  National  banks  located  in 
this  State. 

The  second  section  is  quite  as  effective  as  if  in  ferm  of  a proviso.  In  fact 
it  is  an  independent  portiqn  of  the  statute,  and  must  have  its  legitimate  force 
and  effect.  To  avoid  these  views,  it  is  said  the  second  section  was  intended 
only  to  declare  the  reason  for  passing  the  first  section.  This  is  as  untenable 
as  the  other  ground  taken  in  favor  of  the  extraordinary  construction  claimed. 
The  language  does  not  justify  it.  Instead  of  employing  words  expressive  sim- 
ply of  a reason  for  passing  the  first  section,  which  might  be  appropriate  in  a 
preamble  reciting  the  occasion  for  the  act,  it  declares  in  effect  that  the  act 
shall  be  construed  to  mean  and  produce  equality,  and  this  is  as  binding  as  any 
other  part;  indeed  it  controls,  restrains  and  qualifies  the  other  parts.  It  is  a 
binding,  operative  provision,  and  in  no  just  way  can  it  be  diluted  into  a mere 
reason  for  passing  the  first  section.  It  is  also  urged  that  the  act  may  have 
beguiled  the  banks  into  the  practice  of  taking  usury,  and  that  therefore  it 
would  be  unjust  to  hold  it  inoperative.  This  argument  is  entitled  to  no 
weight.  Up  to  the  time  of  the  decision  of  The  National  Bank  of  Whitehall 
vs.-  Lamb,  the  State  banks  and  the  National  banks  were  upon  an  equality  in 
this  respect.  They  both  doubtless  supposed  that  usury  might  be  exacted  with 
impunity.  After  that  decision  there  could  be  no  delusion  on  the  subject,  nor 
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was  there  any.  Every  layman  would  understand  the  meaning  of  the  act  by  its 
plain  language,  and  every  banker  knows  the  difference  between  equality  and 
monopoly,  and  that  if  the  National  banks  were  still  subject  to  the  usury  laws, 
the  State  banks  were  also,  and  it  is  believed  that  this  view  was  generally 
• adopted,  but  if  not,  those  who  have  violated  the  law  must  suffer  the  conse- 
quences. In  substance  we  are  asked  to  declare  inequality  between  National 
and  State  banks,  in  respect  to  taking  usury,  in  the  face  of  the  legislative  man- 
date declaring  equality,  and  this  we  have  no  right  to  do.  It  is  certain  that 
the  Legislature  did  not  contemplate  such  a result,  and  I am  confident  that 
neither  the  language  of  the  act  nor  any  principle  of  law  will  justify  it.  I am 
in  favor  of  a reversal  of  the  judgment.* 

In  this  decision  Justices  Allen,  Folger  and  Rapallo  concurred, 
while  Justices  Johnson,  Grover  and  Andrews  dissented.  An  elab- 
orate opinion  was  delivered  by  Mr.  Justice  Johnson,  in  which  he 
argues  with  great  ability  that  the  intention  of  the  Legislature  was 
to  exempt  State  banks  from  all  usury  penalties  except  the  forfeit- 
ure of  interest.  Judge  Allen  also  read  an  opinion  in  support  of 
the  decision  of  the  Court,  which  is,  that  the  intention  of  the 
Legislature  was  to  put  the  State  banks  on  the  same  level  with 
the  National  banks  with  regard  to  usury  penalties.  This  is  now 
the  law  in  the  State  of  New  York,  as  is  explained  on  a previous 
page  of  this  issue. 


Insurance  Taxation.— “ If  there  is,”  says  Mr.  David  A.  Wells,  in  a paper 
lately  read  in  this  city,  “ a department  of  social  science  labor  in  which  laborers 
are  more  needed,  and  in  which  greater  results  are  attainable,  than  in  the  de- 
partment of  study  and  inquiry  as  to  the  best  methods  by  which  private 
property  can  be  taken  by  the  State  for  public  uses,  I have  been  unable  to  dis- 
cover it.”  It  is  a fact,  we  suppose,  tolerably  well  understood,  that  in  no  at- 
tempts to  solve  this  inquiry  have  less  satisfactory  results  been  attained  than 
when  those  attempts  have  been  turned  toward  taxation  of  insurance.  The 
ordinary  course  taken  is  a taxation  of  the  entire  receipts  of  a company.  In 
many  States  these  are  taxed  two  or  three  times,  as  when  the  State  levies  a 
tax  on  the  whole,  and  then  allows  the  several  municipalities  to  add  their  local, 
burdens  for  the  support  of  fire  departments,  or  charitable  institutions,  or  medi- 
cal colleges,  or  insane  asylums.  Latterly,  the  State  of  Maine  undertook  the 
business  and  went  so  far  on  the  road  to  equity  as  to  exempt  from  taxation 
the  losses  of  the  insurer,  but  still  insisting  upon  taxing  its  expenses.  As  was 
very  shrewdly  remarked  by  a member  of  the  Legislature,  if  they  had  gone  so 
far  in  equity  as  to  exempt  expenses,  there  would  have  been  nothing  left  to  tax; 
an  admission  that,  if  justice  had  been  consulted  instead  of  the  necessities  of 
revenue,  no  tax  would  have  been  laid  at  all.  And  this  is  doubtless  where  the 
pursuit  of  economic  truth  would  lead  all  our  legislators.  Insurance  is  itself  a 
tax,  and  every  agent  is  a tax-gatherer.  Every  dollar  paid  for  the  expenses  of 
Government  is  a dollar  lost,  and  every  man  who  lives  from  its  collection  and 
disbursement  is  living  at  the  expense  of  the  industry  of  the  country,  as  every 
dollar  lost  by  fire  and  the  money  value  of  every  life  that  fails  is  absolutely 
lost  beyond  recall.  As  we  gather  from  all  our  industries  the  taxes  which 
support  Government,  so  we  gather  from  all  property  the  means  to  equalize  the 
losses  bv  fire  and  death.  What  should  we  think  of  the  wisdom  of  a State 

which  should  lay  a tax  upon  the  money  collected  for  taxes  by  its  town  and 

county  treasurers,  and  imagine  that  thereby  it  was  lightening  its  own  burdens  ? 
And  what  shall  we  think  of  the  wisdom  of  a community  that,  having  paid  the 
tax  upon  its  houses  and  lives  which  is  necessary  to  protect  them,  thinks  to 

save  money  or  gain  it  by  taxing  that  tax  while  in  the  hands  of  the  agents  or 

companies  which  are  to  distribute  it  ? 
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INQUIRIES  OF  CORRESPONDENTS, 

Addressed  to  the  Editor  of  the  Banker's  Magazine. 


I.  Certificates  op  Deposit  and  Post  Notes. 

Wisconsin,  Nov.,  1874. 

I have  read  with  much  interest  your  article,  in  your  November  issue, 
entitled  “The  Banks  and  that  Comptroller  of  the  Currency,”  and  .fully  agree 
with  your  conclusions  as  to  time  drafts  and  certificates  payable  at  a certain 
fixed  date  in  the  future,  being  “post  notes,”  and  a consequent  violation  of 
the  23d  section  of  the  National  Currency  Act.  Will  you  please  inform  me 
whether,  in  your  opinion,  a deposit  receipt  bearing  interest  and  payable  at  a 
fixed  date  in  the  future,  but  not  negotiable  (the  words  “or  order”  or  “or 
bearer”  being  omitted),  and  hence  not  a circulating  note,  cannot  be  used  and 
issued  by  a National  bank  without  violating  the  letter  or  the  spirit  of  the  Na- 
tional Currency  law  ? Your  opinion  on  this  point  will  much  oblige  me  and 
doubtless  be  of  interest  to  many  other  bankers.  I inclose  a certificate  worded 
as  above  mentioned.  Can  it  be  called  a “post  note?” 

Reply. — A certificate  of  deposit  payable  to  the  depositor  himself  “in  three 
months  from  date”  seems  to  us  to  bring  it  within  the  category  of  “post  notes,” 
under  the  23d  Sec.  of  National  Banking  Act. 

The  point  is:  Does  the  depositor  surrender  for  the  time  specified  in  the 
contract,  his  control  over  the  mortey  deposited  ? This  he  clearly  appears  to 
do,  and  such  surrender  decides  the  status  of  the  document  as  a “post  note.” 
If  the  conditions  were  “payable  to  himself  [or  order]  with  interest  at  5 per 
cent,  per  annum  if  left  for  three  months,  otherwise  no  interest,”  the  case  would 
be  entirely  different.  No  violation  of  Sec.  23  would  then  occur. 


II.  The  Protest  of  Duplicate  Checks. 


Texas,  1874. 

Please  inform  us  if  it  is  usual  to  protest  duplicate  drafts  when  the  Originals 
have  already  been  paid ; and  if  so,  is  it  right  for  a notary  public  to  send  us 
such  notice  without  giving  any  reason  for  non-payment  ? We  were  notified  by 
a notary  public  that  our  draft  had  been  protested  for  non-payment,  and  in  con- 
sequence we  went  to  some  expense  in  telegraphing  our  New  York  correspond- 
ent to  know  the  cause,  when  we  were  informed  that  it  was  a duplicate  which 
had  been  protested , the  original  having  been  paid.  The  bank  that  ordered 
protest  and  the  notary  public  each  refused  to  refund  our  expense.  Is  there 
no  recourse? 

Reply. — The  protest  of  a duplicate  draft,  when  payment  is  refused  on  ac- 
count of  the  original  being  already  paid,  is  just  as  much  a necessity  in  order 
to  hold  an  endorser , as  it  would  be  under  any  other  reason  for  non-pay- 
ment. Common  courtesy  would  seem  to  demand  that  the  notary  mention 
such  a reason  in  his  notice  of  protest.  But  we  doubt  whether  any  of  the 
hurried  notaries  of  this  city  would  take  time  and  trouble  to  add  any  words 
not  absolutely  needed  for  a legal  form.  You  have  apparently  no  recourse 
for  the  loss  and  annoyance  to  which  you  have  been  subjected.  The  issu- 
ng  of  duplicate  drafts  is  always  attended  with  risk  of  annoyance  and  trouble, 
and  banks,  with  good  reason,  dislike  to  have  such  checks  drawn  on  them. 
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III.  Is  Endorsement  of  Payee  Always  Essential? 

Iowa,  1874. 

Please  to  inform  me  if,  in  your  opinion,  a check  drawn  on  a bank  to  (say) 
John  Jones  or  order  must  necessarily  be  endorsed  by  John  Jones  in  case  the 
monev  is  paid  direct  to  him.  I claim  it  is,  while  our  President  claims  not,  as 
the  absence  of  endorsement  shows  the  money  to  be  paid  to  the  payee. 

Reply. — If  a check  payable  to  John  Jones  be  paid  to  himself  personally,  it 
is  a good  voucher  in  the  hands  of  the  bank  against  the  drawer’s  account. 
But  in  case  of  any  dispute  as  to  its  having  been  properly  paid,  the  burden  of 
proof  falls  upon  the  bank  to  show  that  it  was  actually  paid  to  Jones.  If  the 
bank  can  so  prove  without  the  endorsement  of  payee,  the  transaction  is  secure. 
Custom  and.  common  sense  require  the  endorsement,  as  showing  the  transac- 
tion in  the  simplest  way,  because  proof  without  it  must  often  be  very  difficult. 
The  testimony  of  a witness  would  be  equally  conclusive  if  to  be  had. 

IV.  Acceptance  on  the  Back  of  a Draft. 

Foxburg,  Pa.,  1874. 

Would  you  consider  the  enclosed  draft  (which  is  accepted  on  its  back)  pro- 
perly accepted  by  the  drawee  ? Is  there  any  law  that  prescribes  where  the 
name  shall  be  written  in  order  to  make  the  acceptance  valid  ? The  evident 
intention  is  to  accept  the  draft,  but  would  the  proof  of  intention  hold  the  firm 
in  case  they  should  put  in  a defense  ? How  would  it  be  in  the  hands  of  a 
third  party  ? 

Reply. — The  acceptance  of  a draft  by  signature  of  drawee  on  the  back  of 
the  paper  is  valid.  The  law  does  not  limit  the  place  on  draft  where  the  ac“ 
ceptance  must  be  written. 

The  intention  of  a contract  is  everything.  Its  proof  is  supposed  to  be  the 
written  document.  Being  a valid  contract,  it  is  good,  when  duly  transferred 
by  endorsement,  in  the  hands  of  a third  party. 


V.  Bills  of  Lading  as  Security. 

Mobile,  November,  1874. 

Does  a bill  of  lading  consigned  to  drawee  accompanying  a sight  draft  cover 
the  property  after  acceptance  of  draft? 

If  a draft  payable  at  sight  (where  grace  is  allowed  by  statute)  accom- 
panied by  bill  of  lading  consigned  to  drawee  is  accepted,  should  the  bill 
of  lading  be  held  for  maturity  of  draft  or  surrendered  upon  acceptance,  no 
instructions  to  deliver  bill  of  lading  being  received  ? 

Can  I protest  the  draft  where  the  drawee  refuses  to  accept,  unless  bills 
of  lading  are  surrendered  ? 

Reply. — A bill  of  lading,  as  ordinarily  drawn,  is  simply  that  assurance  of 
shipment  to  a consignee  which  justifies  him  in  accepting  the  draft  based  on 
it.  It  is  not  a negotiable  document,  nor  is  it  a good  security  unless  the 
property  be  shipped  to  the  order  of  the  purchaser  of  the  draft.  If  drawn 
to  the  order  of  the  shipper  and  by  him  endorsed  to  the  holder,  it  will  carry 
a good  title  to  a bona  fide  purchaser;  but  in  the  event  of  stoppage  by  the 
shipper  of  the  goods  in  transitu,  or  their  attachment  by  another  creditor, 
much  trouble  and  delay  may  ensue. 

Instructions  as  to  surrender  of  bill  of  lading  should  always  accompany  the 
draft,  and  in  their  absence,  the  bank  receiving  them  cannot  surrender  the  bill 
of  lading  on  acceptance  of  draft  without  assuming  risk.  In  case  of  non-accept- 
ance protest  follows  just  as  if  there  were  no  bill  of  lading  in  the  question. 
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THE  SENATE  FINANCE  BILL. 

As  this  new  financial  measure  is  of  so  great  practical  importance,  and  as  it 
will  be  a topic  of  general  discussion  in  banking  circles,  we  give  below 
the  full  text  of  the  bill  as  passed  by  the  Senate  on  the  22d  December.  Its 
professed  object  is  to  provide  for  the  resumption  of  specie  payments. 

THE  SENATE  FINANCE  BILL. 

Be  it  enacted,  <5rV.,  That  the  Secretary  of  the  Treasury  is  hereby  authorized 
and  required,  as  rapidly  as  practicable,  to  cause  to  be  coined  at  the  mints  of 
the  United  States,  silver  coins  of  denominations  of  ten,  twenty-five  and  fifty 
cents,  of  standard  value,  and  to  issue  them  in  redemption  of  an  equal  number 
and  amount  of  fractional  currency  of  similar  denomination;  or,  at  his  discre- 
tion, he  may  issue  such  silver  coins  through  the  Mints,  Sub-Treasuries,  public 
depositories,  and  Post-Offices  of  the  United  States,  and  upon  such  issue  he  is 
hereby  authorized  and  required  to  redeem  an  equal  amount  of  such  fractional 
currency,  until  the  whole  amount  of  currency  outstanding  shall  be  redeemed. 

Section  2.  That  so  much  of  section  3,524  of  the  Revised  Statutes  of  the 
United  States  as  provides  for  a charge  of  one-fifth  of  one  per  centum  for  con- 
verting standard  gold  bullion  into  coin  is  hereby  repealed,  and  hereafter  no 
charge  shall  be  made  for  that  service. 

Section  3.  That  section  5,777  of  the  Revised  Statutes  of  the  United  States, 
limiting  the  aggregate  amount  of  the  circulating  notes  of  National  banking  asso- 
ciations be  and  is  hereby  repealed,  and  each  existing  banking  association  may 
increase  its  circulating  notes  in  accordance  with  the  existing  law,  without  respect 
to  said  aggregate  limit,  and  new  banking  associations  may  be  organized  in 
accordance  with  the  existing  law,  without  respect  to  said  aggregate  limit;  and  the 
provisions  of  the  law  for  the  withdrawal  and  redistribution  of  National  currency 
among  the  several  States  and  Territories  are  hereby  repealed  ; and  whenever  and 
so  often  as  circulating  notes  shall  be  issued  to  any  such  banking  association,  so 
increasing  its  capital  or  circulating  notes,  or  so  newly  organized  as  aforesaid,  it 
shall  be  the  duty  of  the  Secretary  of  the  Treasury  to  redeem  the  legal-tender 
United  States  notes  in  excess  only  of  $300,000,000,  to  the  amount  of  eighty  per 
centum  of  the  sum  of  National  bank-notes  so  issued  to  any  such  banking  associa- 
tion as  aforesaid,  and  to  continue  such  redemption  as  such  circulating  notes  a^ 
issued  until  there  shall  be  outstanding  the  sum  of  $300,000,000  of  such  legal-tender 
United  States  notes,  and  no  more.  And  on  and  after  the  1st  day  of  January,  A. 
D.  1879,  the  Secretary  of  the  Treasury  shall  redeem  in  coin  the  United  States 
legal-tender  notes  then  outstanding,  on  their  presentation  for  redemption  at  the 
office  of  the  Assistant  Treasurer  of  the  United  States,  in  the  City  of  New  York,  in 
sums  of  not  less  than  $50.  And  to  enable  the  Secretary  of  the  Treasury  to  prepare 
and  provide  for  the  redemption  in  this  act  authorized  or  required,  he  is  authorized 
to  use  any  surplus  revenues  from  time  to  time  in  the  Treasury  not  otherwise  appro- 
priated, and  to  issue,  sell,  and  dispose  of,  at  not  less  than  par  in  coin,  either  of  the 
description  of  bonds  of  the  Unitea  States  described  in  the  act  of  Congress  approved 
July  14,  1870,  entitled  “ An  act  to  authorize  the  refunding  of  the  National  debt,1' 
with  like  qualities,  privileges,  and  exemptions,  to  the  extent  necessary  to  carry  this 
act  into  effect,  and  to  use  the  proceeds  thereof  for  the  purposes  aforesaid. 

And  all  provisions  of  law  inconsistent  with  the  provisions  of  this  a£  are  hereby 
repealed. 

36 
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SUMMARY  6f  THE  LOANS  OF  THE  UNITED  STATES,  December,  1874. 

Interest  Interest  Date  0/  A mount  A mount 

Title.  in  Gold.  Payable.  Date  0/ Act.  Bonds.  Redeemable  aj ter  Payable  Issued.  Outstanding. 

of  1858 5 . Jan.  & July  . June  14,  1858.  . Jan.  1,  1859  . Jan.  I,  1874  . . $20,000,000  . $260,000 
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Loan  op  1858— Coupon  $1,000;  Registered,  $1,000.  Loan  of  February,  1861— Coupon,  $1,000;  Registered,  $1,000,  $5,000  and  $ 10,00a 
Oregon  War  Debt— (Bonds  to  order,  Coupons  to  bearer),  $50,  $100,  $500.  U.  S.  Currency  Sixes— Registered,  $1,000,  $5,000,  $10,000. 
All  other  Loans— Coupons,  $50,  $100,  $500,  $1,000;  Registered,  $50,  $100,  $500.  $1,000,  $5,000,  and  $10,000. 

The  Funded  Loans  of  1881,  1886,  and  1901,  have  in  addition  Coupon  bonds,  $5,000  and  $xo,ooo;  Registered,  $ao,ooo  and  $50,000. 
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PUBLIC  DEBT  OF  THE  UNITED  STATES.. 

Recapitulation  of  the  Official  Statements  ( cents  omitted j. 


Debt  Bearing  Interest  in  Coin. 

Nov.  1.1874. 

Bonds  at  Tsix  per  cent $ 1,182,183,250 

Bonds  at  five  per  cent 538,525,200 


Dec . it  1874. 

--  $1,167,274,700 
552,525,200 


$1,720,708450 

Debt  Bearing  Interest  in  Lawful  Money. 


Certificates  indebtedness  at  4 per  cent $678,000 

Navy  pension  fund  at  3 per  cent... 14,000,000 


$14,678,000 

Debt  on  which  interest  has  ceased 20,748,960 

Debt  Bearing  no  Interest. 

Old  demand  and  legal-tender  notes $382,075,267 

Certificates  of  deposit 52,525,000 

Fractional  currency 48,151,024 

Coin  certificates . 22,070,400 


$ 504,821,692 


Total  debt $2,260,957,102 

Interest 37,1 15,670 


Total  debt,  principal  and  interest $ 2,298,072,773 

Cash  in  the  Treasury. 

Coin $90,089,241 

Currency ^ 16,396,770 

Special  deposit  held  for  redemption  of  cer- 
tificates of  deposit,  as  provided  by  law  . * 52,525,000 


$ 159,011,011 


Debt,  less  cash  in  the  Treasury,  Nov.  i,’74  $ 2,139,061,761 
Debt,  less  cash  “ “ Dec.  1,  *74 


Decrease  of  debt  during  the  past  month..  $681,434 

Decrease  of  debt  since  June  30,  1874....  4,026,499 


$ I»7I9»799»900 


$ 678,000 
14,000,000 


$ 14,678,000 


$ 382,075,267 
47,120,000 
47»385.698 
23,045400 


$499,626,365 


$ 2,252,550,296 
33.251.1n 


$2,285,801,407 


$ 83,043,762 
16,699,311 

47,120,000 

$ 146,863,073 


$2,138,938,334 


$123427 

4,149,907 


Bonds  Issued,  to  the  Pacific  Railway  Companies,  Interest  Payable 
in  Lawful  Money. 


Principal  outstanding $64,623,512 

Interest  accrued  and  not  yet  paid 

Interest  paid  .by  the  United  States 

Interest  repaid  by  transportation  of  mails,  &c. 


$ 1, 615.587 
24.325.396 
5>5,0>°44 


Balance  of  interest- paid  by  the  U.  S..  $18,828,143 


$18,815,352 
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BANKING  AND  FINANCIAL  ITEMS. 

New  York. — The  annual  meeting  of  the  Bank  Gerks'  Mutual  Benefit  Associa- 
tion was  held  at  No.  2 Pine  st.,  November  24th.  The  active  membership  num- 
bers 1,018,  representing  142  banks.  There  have  been  eight  deaths  during  the 
year,  and  the  amount  paid  as  benefit  in  cases  of  death,  including  two  which 
occurred  last  year,  is. $10,000.  Mr.  Ritter,  Assistant  Manager  of  the  New 
York  Clearing-House,  moved  that  the  Board  of  Managers  be  authorized  to 
advise  the  establishment  by  voluntary  contribution  of  two  funds  of  $ i,oo& 
each,  one  for  non-forfeiture,  to  relieve  those  members  who  may  be  thrown  out 
of  employment  and  unable  to  pay  their  dues,  and  the  other  to  lay  out  a plot 
of  ground,  64  by  100  feet,  presented  to  the  Association  by  the  Cypress  Hills 
Cemetery  Association.  The  motion  was  unanimously  carried. 

The  Eighth  National  Bank. — In  the  U.  S.  District  Court,  before  Judge 
Blatchford,  November  23d,  the  action  of  Albon  P.  Man,  Receiver  of  the  Eighth 
National  Bank  of  New  York,  against  Dr.  G.  W.  Cheeseman,  to  recover  the 
amount  of  the  assessment  made  by  the  Receiver  on  the  stock  alleged  to  be 
held  by  the  defendant,  was  tried.  This  is  one  of  a series  of  suits  brought  by 
Mr.  Man  against  the  stockholders.  The  defense  cl.  imed  that  Dr.  Cheeseman 
was  not  a stockholder,  he  having  transferred  his  stock  to  the  bank.  The  Re- 
ceiver contends  that  a National  bank  cannot  buy  in  its  own  stock,  and  that 
even  if  it  could,  the  transfer  in  this  case  is  irregular,  it  having  been  made  in 
blank.  Judge  Blatchford  sustained  this  position,  and  directed  the  jury  to  find 
a verdict  for  plaintiff,  which  they  did.  The  case  will  be  appealed. 

A communication  to  the  Tribune  points  out  the  features  of  this  suit  as 
follows  : 

The  case  against  Dr.  Cheeseman  was  a peculiar  one.  He  became  an  original 
subscriber  in  1865  for  50  shares  of  stock  in  the  Eighth  National  Bank.  In  May, 
1867,  at  a time  when  the  bank  was  in  excellent  credit,  having  a considerable 
surplus,  and  when  its  stock  stood  at  par  in  the  market,  he  determined  to  part 
with  his  50  shares.  He  accidentally  mentioned  his  purpose  to  the  cashier  of 
the  bank,  and  that  officer  volunteered  to  dispose  of  tnem  for  him.  Shortly  af- 
ter he  informed  Dr.  Cheeseman  that  he  had  found  a purchaser,  and  directed 
him  to  transfer  the  certificates  by  signing  the  ordinary  power  of  attorney  on 
them  in  blank.  Dr.  Cheeseman  did  so,  and  gave  the  certificates  to  the  cashier, 
who  credited  his  account  with  the  par  value  of  the  stocks.  The  cashier  was 
the  proper  transfer  officer  of  the  bank,  and  Dr.  Cheeseman  followed  his  direc- 
• tions  as  to  the  manner  of  transfer.  He  heard  no  more  of  the  matter  until 
December,  1871,  after  the  failure  of  the  bank,  when  he  was  informed  by  the 
Receiver  that  his  name  stood  upon  the  shareholders'  list,  and  that  he  was 
liable  for  his  proportionate  share  of  the  bank's  indebtedness.  This  suit  was 
brought  to  enforce  that  liability.  Upon  the  trial  it  was  shown  that  this  stock 
was  actually  purchased  by  the  bank.  The  shares  remained  in  possession  of 
the  bank,  which  collected  all  subsequent  dividends  upon  them,  and  after  its 
failure  the  shares  were  turned  over  to  the  Receiver  with  the  other  assets. 
Upon  these  facts  Judge  Blatchford  held  that  Dr.  Cheeseman  was  liable  for  the 
assessment  of  54  per  cent,  ordered  by  the  Comptroller,  although  he  had 
parted  with  the  shares  four  years  before,  on  the  ground  that  in  order  to  es- 
cape liability  a shareholder  must  see  that  his  stock  is  transferred  upon  the 
books  of  the  bank  to  some  person  capable  of  succeeding  to  hi*  obligations, 
and  that  the  bank  was  not  such  a person,  being  prohibited  by  law  from  pur- 
chasing its  own  stock.  It  follows  from  this  that  the  ordinary  method  of 
transfer  by  signing  the  blank  power  of  attorney  will  not  protect  the  share- 
holder, and  that  in  all  cases  of  sales  of  such  bank  stock  he  remains  liable 
until  the  transfer  is  made  on  the  bank’s  books  to  his  successor.  It  is  impor- 
tant, therefore,  for  those  who  have  heretofore  made  such  transfers,  that  they 
should  at  once  see  them  thus  perfected. 
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The  measure  of  liability  also  is  very  severe.  Two  points  were  made  by  Dr. 
^heeseman’s  counsel,  as  follows:  First,  that  the  liability  was  only  for  the’de- 
ficiency,  and  could  not  be  enforced  until  all  the  assets  .of  the  bank  had  been 
converted  and  applied  by  the  Receiver  to  the  payment  of  the  debts ; and,  sec- 
ond, that  the  shareholders  liable  for  the  deficiency  are  entitled  to  notice,  and 
to  some  opportunity  of  ascertaining  what  the  deficiency  may  be  which  they  are 
called  upon  to  make  up.  Both  these  points  were  overruled,  the  Court  holding 
that  the  shareholder  was  absolutely  bound  by  the  action  of  the  Comptroller  in 
making  the  assessment,  and  that  when  such  assessment  had  once  been  made 
the  shareholder  could  interpose  no  defense  against  it.  Thus  shareholders  are 
oit  off  from  any  examination  of  the  accounts  of  the  Receiver  or  of  the  debts 
allowed  against  the  bank. 

' Henry  Clews  & Co. — In  the  United  States  District  Court,  December  1st, 
Henry  Clews  & Co.,  having  failed  to  answer  in  the  bankrupt  proceedings, 
were  adjudicated  bankrupt  on  the  petition  of  Arthur  Cooper,  trustee  of  their 
London  firm,  and  fifteen  creditors  in  this  country,  who  state  that  they  represent 
one-quarter  in  number  and  a third  in  amount  of  all  the  creditors. 

Alabama. — The  State  debt  of  Alabama  amounted  at  the  latest  official  re- 
turn, to  $ 10,452,593,  in  addition  to  which  the  State  has  at  various  times  in- 
dorsed for  railroad  companies  $ 15,051,000,  a large  part  of  which  has  been 
canceled. 

The  State  Senate  has  passed  a bill  authorizing  the  Governor  to  appoint  two 
Commissioners,  citizens  of  Alabama,  who,  with  the  Governor,  shall  constitute 
a Boa  d of  Commissioners  to  take  charge  of  and  ascertain,  liquidate  and  adjust 
the  subsisting  legal  liabilities  of  the  State  on  bonds,  straight  and  endorsed, 
and  coupons  thereon,  in  such  manner  as  the  interests  of  the  State  may  re- 
quire, and  by  negotiations  to  provide  for  the  payment  of  such  amount  of  said 
legal  liabilities  as  may  be  arranged  for,  under  the  powers  conferred  by  the  bill, 
and  the  interest  that  may  be  agreed  to  be  paid  on  the  principal  so  negotiated, 
in  such  manner  and  at  such  times  as  to  them  may  seem  advisable. 

Arkansas. — Messrs.  Stoddard  Brothers  & Co.,  Bankers,  Little  Rock,  sus- 
pended on  December  16th.  Their  assets  are  stated  to  be  in  excess  of  liabilities. 
The  State  had  $26,000  in  currency  and  $32,000  in  State  scrip  in  the  bank  at 
the  time  of  suspension.  An  order  was  therefore  issued  from  the  Chancery 
■Court  appointing  a Receiver  to  take  charge  of  the  bank  and  the  property 
belonging  to  the  firm. 

California. — We  are  indebted  to  the  courtesy  of  Comptroller  Knox  for  the 
subjoined  letter,  which  was  too  late  for  incorporation  in  nis  annual  report.  It 
is  a reply  to  one  from  Mr.  Knox,  dated  October  26,  1874,  requesting  statistics 
of  all  State  banks,  saving  fund  banks  or  institutions,  trust  ana  loan  companies 
of  California: 

Sacramento,  Cal.,  Nov.  21,  1874. 
Hon.  John  Jay  Knox,  Comptroller  of  the  Currency , Washington  : 

Dear  Sir:  Your  communication  bearing  date  of  Oct.  26,  1874,  addressed  to 
his  Excellency  Gov.  Booth,  has  been  handed  me  with  a request  that  I forward 
all  the  information  obtainable. 

Banking  companies  in  this  State  are  organized  under  general  incorporation 
laws,  and  are  not  required  to  make  reports  of  any  kind  to  this  or  any  other 
office. 

The  savings  and  loan  societies  throughout  the  State  have  found  it  necessary 
to  publish  statements  of  their  condition,  to  retain  the  confidence  of  the  public 
in  their  solvency. 

The  semi-annual  statements  of  twenty  savings  and  loan  societies,  for  six 
months  ending  June  30,  1874,  show  the  number  of  depositors  to  be  77,517. 


Amount  of  deposits $62,737,875 

Loans  and  investments 63,080,297 

Gross  earnings 3 125,298 

Gross  expenses 271,436 

Reserve  fund  (including  capital) 4.340,643 

Cash  on  hand 3,760,040 

Amount  of  dividends . . . 2,638,223 
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I have  had  occasion  to  make  an  estimate  of  the  capital  stock  and  deposits 
employed  in  commercial  banks  and  private  banking  houses  throughout  the 
State,  and  have  found  it  impossible  to  arrive  at  anything  but  an  approximate 
estimate.  The  commercial  journals  usually  estimate  the  capital  stock  of  banks 
in  San  Francisco  at  $20,000,000;  deposits  with  banks  in  San  Francisco  at 
$20,000,000;  and  capital  stock  and  deposits  of  banks  in  the  interior  at 
$5,000,000.  In  making  these  estimates  they  give  the  capital  stock  and  de- 
posits of  the  Bank  of  California  at  $14,000,000  (the  capital  stock  being 
$5,000,000),  and  credit  the  other  $15,600,000  of  capital  stock  with  only 
$11,000,000  of  deposits. 

I think  the  following  figures  are  under,  rather  than  above,  the  true  amount: 
Capital  stock  and  deposits  in  commercial  banks  of  San  Francisco.. $43,000,000 


Capital  stock  and  deposits  in  commercial  banks  in  the  interior 5,000,000 

Deposits  with  savings  and  loan  societies 62,737,875 

Reserve  and  capital  with  savings  and  loan  societies 4>34°»64£ 

Total $ 115,078,51s 

This  estimate  is  exclusive  of  National  Banks. 


Respectfully,  James  J.  Green, 

Comptroller  of  the  State . 

Investments  in  Western  Municipal  Bonds. — The  Chicago  Tribune  warns 
Eastern  investors  that  they  cannot  rely  upon  the  constitutional  provision  limit- 
ing the  creation  of  municipal  debts  of  all  kinds  and  for  all  purposes  to  5 per 
cent,  of  the  assessed  value  of  the  taxable  property  in  each  municipality  of  Illi- 
nois, and  offers  the  following  explanation: 

“Thus,  a county  issued  bonds  to  the  full  amount  of  5 per  cent,  of  the  assessed 
value  of  the  taxable  property  in  all  of  its  eighteen  townships,  and  then  each 
township  issues  its  bonds  to  the  amount  of  5 per  cent,  of  the  taxable  property 
within  its  limits ; in  this  way  the  debt-creating  power  is  pushed  to  the  extent 
of  10  per  cent,  of  the  value  of  the  taxables.  This  power  is  still  further  exer- 
cised by  cities  existing  within  a “ township,"  and  by  “ school  districts,”  which 
are  a still  smaller  political  division,  and  thus  bonds  are  issued,  or  may  be  is- 
sued, to  the  extent  of  15  or  even  20  per  cent,  of  the  valuation  relied  upon  to 
pay  the  same. 

“The  mania  for  issuing  bonds  is  as  strong  as  ever;  and,  under  the  general 
idea  that  municipal  indebtedness  in  Illinois  cannot  exceed  five  per  cent,  of  the 
value  of  the  property  responsible  therefor,  these  bonds  are  purchased  in  good 
faith  by  persons  in  remote  parts  of  the  country,  who  in  time  will  awake  to  the 
fact  that  their  investment  is  not  what  they  thought  it  was.  The  municipal 
debts  of  this  State  now  roll  up  nearly,  if  not  auite,  forty-five  millions  of  dol- 
lars, and  unless  the  creation  of  these  debts  oe  arrested,  the  people  of  the 
State  will  be  overwhelmed  with  taxes,  and  the  securities  in  the  hands  of  the 
investors  will  largely  pass  into  the  list  of  doubtful  assets.” 

Michigan. — The  Supreme  Court  of  this  State  has  recently  decided  that  the 
railroad-aid  bonds  issued  by  townships  to  railroads  were  invalid,  the  law  under 
which  they  were  granted  being  unconstitutional.  As  the  bonds  began  to  ma- 
ture, holders  began  to  demand  their  money.  Non-residents  had  the  advantage 
of  a recent  decision  of  the  United  States  Supreme  Court,  which  declared  such 
bonds  valid,  and  therefore  sued  upon  them  in  the  United  States  Court  in  De- 
troit. So  far,  judgments  hive  been  given  against  eighteen  cities  and  townships* 
to  the  aggregate  amount  of  $244,964.  Suits  are  still  pending  against  seven 
townships. 

Mississippi. — The  telegraph  reports  that  the  Tishomingo  Savings  Bank 
at  Corinth  was  robbed  in  broad  daylight,  on  December  7th.  Four  men  rode 
up  to  the  bank,  two  entered  and  locked  the  door,  two  kept  guard  outside. 
The  two  inside  demanded  the  safe  keys,  which  President  Taylor  refused,  where- 
upon they  attacked  him  with  knives.  They  took  $15,000  to  $20,000  in  money, 
$5,000  or  $10,000  in  bonds,  one  dozen  gold  watches,  and  $3,000  worth  of 
diamonds.  A colored  mail  in  the  bank  making  a deposit  was  not  permitted  to 
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leave  until  the  robbers  retired.  They  were  in  the  bank  fifteen  minutes.  Those 
who  observed  the  bank  closed  supposed  that  Mr.  Taylor  had  gone  to  dinner. 
The  bank  is  in  an  out-of-the-way  place.  The  robbers  fired  several  shots  as 
they  rode  off  at  full  speed,  and  at  latest  accounts  had  not  been  arrested. 

North  Carolina. — The  Governor  of  this  State  reports  the  debt  at  the  large 
total  of  $38,921,848,  and  says  that  the  people  can  not  pay  the  annual  interest 
as  it  accrues,  nearly  ten  millions  of  the  above  total  being  accumulations  of 
back  interest. 

New  Hampshire. — In  the  matter  of  the  Concord  Savings  Bank  the  Bank 
Commissioners  have  decided  that  90  per  cent,  be  paid  the  depositors  on  call, 
and  the  balance  on  the  final  adjustment.  It  is  thought  there  will  be  no  loss 
to  the  depositors.  The  Directors  have  voted  to  resume  business  at  once. 

Pennsylvania. — The  debt  of  the  Commonwealth  on  the  30th  of  November, 
tfie  end  of  the  fiscal  year  1874,  was  $24,568,635.  Of  this  amount  $4,423,500 
bears  6 per  cent,  interest  in  gold  and  $ 19.326,000  6 per  cent,  interest  in  cur- 
rency. On  $ 135,433  of  this  latter  sum  the  interest  has  been  stopped,  while 
$ 100,669  bears  no  interest.  Of  Chambersburg  certificates  there  is  outstanding 
$83,032  96,  and  of  Agricultural  College  Land  Scrip  Fund  of  Pennsylvania  there 
is  $500,000.  The  balance  on  hand  in  Revenue  Fund  is  $217,243. 

Bank  Examiners  are  likely  to  find  their  emoluments  curtailed,  through 
a bill  which  Mr.  Durham,  of  Kentucky  has  introduced  in  Congress, 
regulating  for  the  future  their  charges.  In  order  to  show  necessity  for 
such  legislation,  he  said  that  under  the  present  system  of  mileage  an 
examiner  who  lives  in  Louisville  examined  the  Danville,  Ky.,.  bank 
and  charged  mileage  from  Washington  City.  The  new  bill  fixes  the 
pay  of  the  examiner  at  $ 20  for  banks  with  a capital  of  between  $ 100,000 
and  $150,000;  $25  between  $150,000  and  $200,000;  $30  between  $200,000 
and  $ 300,000 ; $ 35  between  $ 300,000  and  $ 400,000 ; $ 40  between  $ 400,000  and 
$500,000;  $50  between  $500,000  and  $600,000,  and  $75  for  over  $600,000 — 
all  to  be  paid  by  the  banks  examined. 

A Faithful  Messenger. — William  Glynn,  who  since  1835  was  the  trusty 
messenger  of  the  Franklin  Bank  of  Cincinnati,  died  in  that  city,  on  December  2d, 
at  the  age  of  81  years.  His  punctuality,  regularity  and  unfailing  good  humor 
were  proverbial.  Scarcely  a aay  or  night  for  forty  years  was  he  absent  from 
the  bank,  and  nothing  ever  failed  of  due  performance  that  was  intrusted  to  his 
care. 

Philadelphia. — The  Citizens'  Bank. — The  Citizens’  Bank  suspended  payment 
on  December  2d,  and  on  the  3d  the  Board  of  Directors  decided  to  have  a Re- 
ceiver appointed  and  wind  up  its  affairs.  The  savings  department  was  a sep- 
arate affair,  and  its  deposits,  which  were  only  $8,000,  are  amply  secured  by 
collaterals.  An  investigation  showed  the  good  assets  to  amount  to  $ 191,547, 
and  the  liabilities  to  $207,561,  which  includes  the  capital  stock.  About  $24,000 
are  due  the  bank  which  can  not  be  collected.  The  deficit  is  estimated  at 
$ 16,000,  which  will  be  paid  by  the  stockholders. 

Philadelphia. — The  sixth  annual  meeting  of  the  Bank  Clerks’  Beneficial 
Association,  of  Philadelphia,  was  held  on  December  8th,  at  No.  118  South 
Seventh  street, — President  B.  F.  Dennison  in  the  chair,  G.  A.  H.  Rose,  Re- 
cording Secretary. 

The  annual  report  was  read,  showing  the  present  membership  to  be  253. 
Amount  received  during  the  year,  $3,430.95;  amount  paid  for  deaths  of  four 
members,  $2,000;  balance  on  hand,  $5,091.02.  Since  the  organization  of  the 
Association  $8,000  has  been  paid  to  the  families  of  16  deceased  members. 

The  President  then  addressed  the  meeting.  He  said  that  he  had  attended 
the  meeting  of  the  Bank  Gerks’  Association  in  New  York,  at  the  Metropolitan 
Bank.  There  were  present  about  two  hundred  and  fifty  members,  out  of  a mem- 
bership of  two  thousand,  from  the  banks  of  New  York,  Hoboken,  and  adjacent 
towns.  Their  permanent  fund  amounts  to  about  $60,000,  the  accumulation 
from  loans  made  during  the  panic.  The  net  gain  of  the  New  York  Associa- 


Digitized  by  L^ooQle 


banker’s  magazine. 


[January, 


560 


tion  since  its  organization  has  been  about  $2,900,  while  in  the  Philadelphia 
Association,  during  the  same  period,  the  amount  has  been  about  $ 3,000. 

It  was  resolved  that  in  case  of  the,  death  of  a member,  $ 500  shall  be  given 
to  his  family  as  a funeral  benefit.  The  election  for  officers  was  then  reported 
as  follows : President,  B.  F.  Dennison.  Vice-President,  T.  G.  Boggs.  Treas- 
urer. R.  E.  Wright.  Recording  Secretary,  G.  A.  H.  Rose.  Corresponding 
Secretary,  J.  S.  Sparks.  Directors,  C.  D.  Howell.  John  C.  Plish,  Edward 
Wheeler,  John  C.  Garland,  L.  Renshaw,  W.  T.  Nelson,  Samuel  Spering, 
Gibbons  Marsh,  Joseph  Roberts,  Hartman  Baker,  Arthur  Wells. 

Philadelphia. — The  banking  firms  of  Charles  Emory  & Co.  and  Freed  & 
Kreamer  have  been  dissolved,  and  consolidated  into  a new  house  under  the 
style  of  Emory,  Freed  & Co.,  Mr.  Charles  Emory  being  its  senior. 

Stamps  upon  Bank  Checks. — Many  bankers  suppose  that  the  law  is 
complied  with  if  the  revenue  stamp  be  affixed  and  canceled  after  payment 
or  acceptance  of  a check.  This  is  not  the  case,  and  the  danger  of  such  prac-* 
tice  is  pointed  out  in  the  following  circular  issued  at  Boston  by  the  Collector 
of  Internal  Revenue,  Mr.  Geo.  H.  Gordon : 

“It  has  come  to  the  knowledge  of  this  office  that  it*is  the  custom  of  banks 
to  accept  and  pay  the  checks  of  their  depositors  without  the  same  being  prop- 
erly stamped  and  canceled.  It  is  claimed  by  the  officers  of  the  banks  that, 
although  they  accept  and  pay  them  in  this  condition,  they  always  thereafter 
attach  the  stamp.  The  penalties  for  accepting,  paying,  or  causing  to  be  paid, 
any  draft  or  order  for  the  payment  of  money  without  the  same  being  duly 
stamped  and  canceled,  are  fifty  dollars  for  every  such  offense.” 

Peru  has  decided  to  construct  a railroad  from  the  port  of  Payta  to  Piuras, 
a distance  of  sixty-eight  miles.  The  Bank  of  Peru  is  to  advance  $300,000, 
and  the  firm  of  Bryce,  Grace  & Co.,  of  Callao,  has  received  a deposit  of 
£ 200,000  in  Peruvian  bonds,  and  will  at  once  advance  the  necessary  funds  for 
purchasing  materials. 

A Dangerous  Bank-Note. — It  is  probable  that  Burns  vastly  exaggerated 
the  advantages  of  seeing  ourselves  as  others  see  us.  The  vision  is  often 
amusing,  but  it  is  not  always  strictly  veracious.  Other  people  and  other  na- 
tions, though  they  may  possess  a gift  of  superior  impartiality,  sometimes  lack 
the  necessary  information,  and  on  such  occasions  the  default  is  made  up 
by  the  historic  use  of  the  imagination.  It  may  be  safely  said,  however,  that 
our  own  view  of  ourselves  is  scarcely  so  diverting  as  that  of  foreigners.  Eng- 
lish history,  for  example,  to  be  really  comic  should  be  written  by  the  feuille- 
tonist of  a Paris  journal,  and  the  essays  of  the  late  Gilbert  a’Beckett  in  carica- 
ture-chronicle labored  in  vain  by  the  side  of  the  works  of  these  humorous  stu- 
dents of  British  manners  and  customs.  It  would  be  worth  the  while  of  some 
careful  editor  like  Mr.  Timbs  to  collect  in  a volume  the  many  curious  thine$ 
that  have  been  said  of  us  by  our  French  neighbors,  and  certainly  they  would 
well  deserve  the  title  of  “ tilings  not  generally  known.”  The  latest  contribu- 
tion to  this  interesting  branch  of  literature  relates  a highly  important  fact  with 
regard  to  the  Duke  of  Richmond.  It  is  said  that  among  the  possessions  he 
inherited  from  the  late  Duke  was  found  a bank-note  for  /’5o,ooo.  This  unique 
piece  of  paper  money,  of  whose  existence  we  have  no  aoubt,  was  preserved 
with  great  caution,  and  by  means  which  must  have  been  a source  of  peril  to 
friends  and  foes.  We  are  informed  that  the  late  Duke  caused  the  note  to  be 
deposited  in  a casket,  and  this  casket  was  so  fastened  that  any  one  who  at- 
tempted to  handle  it  at  once  received  six  pistol-shots.  The  ingenious  casket, 
we  are  told,  became  a burdensome  possession  to  the  present  Duke.  His  an- 
, cestor  had  not  transmitted  to  him  the  secret  by  which  it  might  be  opened 
with  safety,  and  he  was,  therefore,  not  unnaturally,  timid  in  the  examination  of 
his  treasure.  Under  these  circumstances,  we  are  not  surprised  to  learn  that 
he  finally  determined  to  deliver  the  casket  and.  its  contents  to  the  Bank  of 
England,  and  to  permit  the  officers  of  that  establishment  to  investigate  the 
ingenuity  of  the  terrible  contrivance.  The  duties  of  property  would  even  be 
in  excess  of  its  rights  if  every  inheritance  were  “ tied  up  **  in  this  way. — Lon- 
don Globe . 
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( Monthly  List ; continued  from  December  No. , page  482. ) 

December,  1874. 


Banks  are  requested  to  furnish  prompt  notice  of  any  future  changes. 


Name  of  Bank. 

Southern  Bank  of  Ala.,Mobile.ALA. 
Pacific  Bank.  San  Francisco,  Cai — 
Stock  Growers’  Bank,  Pueblo,  Cal. 
First  National  Bank,  Yankton,  Dac. 

Marine  Co. , Chicago,  Ills 

Security  Savings  Bank,  Chicago. 
Security  Savings  Bank,  “ 

State  Savings  Bank,  “ 

First  Nat.  B.,  Mattoon,  Ills. 
Washington  N.B.,  Washington, Ind. 
First  Nat.  Bank,  Union  City,  “ 
First  National  B nk,  Columbus,  “ 
Hartford  City  B.,  Hartford  City,  “ 
People’s  Savings  Bk.,  Olathe,  Kan. 
Wilson  Co.  Bank,  Fredonia,  “ 

44  44  *4  44  44 

Neosho  Co. S.B., Osage  Mission,  ** 

Deposit  Bank,  Glasgow,  Ky 

First  National  Bank,  Boston,  Mass 
Bank  of  N.  America,  St.  Louis,  Mo. 

II  4.  44  44 

Capital  Bank,  “ “ 

Lucas  Bank,  “ “ 

Bank  of  Holden,  Holden,  “ 

Chillicothe  Sav.  As.,  Chillicothe,  ** 
State  Bank,  Crete,  Nf.b 

44  44  44  <4 

First  N.  B.,  Plattsmouth, 

Niles  Sav.  Assoc.,  Niles,  Ohio 

First  Nat.  Bank,  Paterson,  N.  J... 
Allegheny  N.B.,  Pittsburgh,  Penn.. 
Fifth  Ave.  Bank,  “ “ 

Odd  Fellows  S.  B.,  “ 

Shoe  & Leather  B.,  “ 

Keystone  Bank,  “ “ 

First  N.  B.,  Conneautville,  “ 

44  44  44  44 

Exchange  Bank,  Franklin,  “ 

U.  S.  B’k’g  Co., Philadelphia,  “ 
Soudsburgh  B.,  Soudsburgh,  “ 
Watsontown  B.,  Watsontown,  “ 
German  Ex.  B.,  Milwaukee,  Wis. .. 


Elected.  In  place  of 

F.E.  Stollenwerck,/V7\r  H.  A.  Schroeder. 
Ford  H.  Rogers,  Cash . O.  H.  Bogart. 
Chas.  B.  LambornjPw  O.  II.  P.  Baxter. 


Jas.  C.  McVay,  Pres.. 

G.  M.  Bogue,  Sec 

C.  H.  Baker.  Pres 

Wm.  H.  Park,  Cash... 
W.  C.  Harrington,  Pres 
C.  G.  Weymouth,  Cash 

M.  L.  Brett,  Pres 

J.  S.  Johnson,  Pres... 
James  E.  Mooney,  Pres 

H.  S.  Bradley,  Jr., Cash 

S.  A.  Christy,  Pres 

Joshua  Hill,  Pres.... 
Isaac  Hudson,  Cash... 
Marion  Cross,  Cash. ... 


L.  D.  Palmer. 

S.  S.  Rogers. 

O.  E.  Moore. 

J.  M.  Tcrvvilliger. 
Enos  Brown. 

W.  B.  Dunlap. 

F.  W.  Viehe. 
Edward  Starbuck. 
R.  Griffith. 

E.  T.  Chaffee. 

W.  A.  Ocheltree. 
Alex.  Hunt. 
Joshua  Hill. 

C.  W.  Mitchell. 


T.  C.  Dickinson,  Pres.  P.  H.  Leslie. 
George  B.  Ford,  Cash.  H.  A.  Robert* 
C.  E.  Caudee,  Pres. . . . W.  D.  Griswo 


D.  J.  Hynes,  Cash....  J 

Julius  Klyman,  Cash. . . 1 
. M.  Franciscus,  Pres.  1 
I.  M.  Smith,  Cash....  \ 
J.  T.  Johnson,  Cash...  \ 
C.  H.  Parmele,  Pres..  ’ 

S.  Waugh,  Cash J 

A.  W.  McLaughlin,  Cash 

E.  I.  Moore,  Cash 

John  Swinburne, Cash. 

. W.  T.  Dunn,  Pres....  ' 
D.  M.  Armor,  Pres. . . ’ 
Andrew  Miller,  Pres. ..  ' 
D.  R.  Davidson,  Pres.  < 
Francis  Sellers,  Pres..  ' 
W.  L.  Robinson,  Pres.  . 
J.  C.  Sturtevant,  Cash. 

J.  N.  Craft,  Cash 

H.  R.  Pearson,  Cash. . . 

J.  Macke)-,  Cash , 

De  La  Green,  Cash. . . . 
Guido  Pfister,  Pres... . 


H.  A.  Roberts. 
W.  D.  Griswold. 
John  Williamson. 
T.  L.  Bernecker. 
H.  S.  Turner. 
John  G.  Cope. 

G.  Bird. 

Thomas  Doane. 

H.  S.  Fuller. 
John  R.  Clark. 
James  Ford. 

E.  T.  Bill. 

J.  W.  Cook. 

J.  A.  Kaercher. 
H.  I^ambert. 
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NEW  BANKS,  BANKERS  AND  SAVINGS  BANKS. 

( Monthly  List,  continued  from  December  Number , page  481. ) 

iy  Additions  for  this  list  are  solicited  from  the  subscribers  to  this  work. 

Place  and  State.  Name  0/  Bank.  N.  V.  Correspondent. 

Jacksonville,  Ala...,  G.  I.  Twinley Donnell,  Lawson  & Co. 

Bakersfield,  Cal. Kern  Valley  Bank None. 

Red  Bluff,  **  Bank  of  Tehama  County J.  & W.  Seligman  & Co. 

Lakeport,  **  Bank  of  Lake None. 

San  Francisco,**  Grangers’ Bk.  of  California.  None. 

South  Pueblo,  Col...  Bank  of  South  Pueblo ..  

Hartford,  Conn J.  B.  Russell Lawrence  Brothers  & Co. 

Washington,  D.  C. .. . Appleman  & Co.,  Asbury  G. . First  National  Bank. 

**  **  ...  Metropolis  Savings  Bank...  Gallatin  National  Bank. 

Milledgeville,  Ga J.  R.  Compton 

Chebanse,  III Robert  Nation First  National  Bk.,  Chicago. 

Woodhull,  **  Farmers’  Bank National  Currency  Bank. 

Oakland,  **  Oakland  National  Bank Winslow,  Lanier  & Co. 

Waverly,  **  Bank  of  Waverly Importers  & Traders’  N.  B. 

Decatur,  Ind Citizens’  Bank...: George  Opdyke  & Co. 

Lafayette,  “ German  Savings  Bank None. 

Terre  Haute,  **  Terre  Haute  Savings  Bank. . None. 

Crown  Point,  “ First  National  Bank First  National  Bank. 

Monticello,  **  First  National  Bank 

Clermont,  Iowa W.  Larrabee C.  B.  Richards  & Boas. 

Des  Moines,  **  Iowa  Loan  and  Trust  Co.. . Chemical  National  Bank. 

Parsons,  Kan Parsons  Savings  Bank Donnell,  Lawson  & Co. 

Peabody,  “ Kolloch  & Chenault Donnell,  Lawson  & Co. 

Morganfield,  Ky National  Bank  of  Union  Co.  Duncan,  Sherman  & Co. 

Annapolis,  Md Citizens’  Bank Bank  of  New  York  N.  B.  A. 

Baltimore,  **  German  Bank  of  Baltimore. . German -American  Bank. 

Hagerstown,  “ Hoffman,  Eavey  & Co N.  Park  B.;  Drexel,  M.  & Co. 

Ludington,  Mich,...  J.  H.  McCollum  & Co A.  F.  Williams. 

**  **  ...  Lumberman’s  Exchange  Bk.  A.  F.  Williams. 

Mendon,  “ ...  A.  N.  McAllister Importers  & Traders’  N.  B. 

Port  Huron,  **  . . - J.  J.  Boyce  & Co None. 

Hart,  **  ...  Citizens’ Exchange  Bank Allen,  Stephens  & Co. 

Tecumseh,  **  ...  People’s  Bank Ninth  National  Bank. 

Constantine,  **  ...  Farmers’  National  Bank 

Gallatin,  Mo T.  J.  Osborn  & Co 

Shelbyville,  “ Shelby  Co.  Savings  Bank...  Commercial  Bank,  St.  Louis. 

St  Louis,  “ Samuel  L.  Gaylord J.  Alden  Gaylord. 

Long  Branch,  N.  J...  Long  Branch  Banking  Co. ..  National  Shoe  & Leather  Bk. 

Canastota,  N.  Y W.  E.  Fiske  & Son Howes  & Co. 

Lordville,  “ A.  I.  Lord Lawrence  Brothers  & Co. 

Monroe,  N.  C Bank  of  Monroe Importers  & Traders’  N.  B. 

Wilson,  “ Bank  of  Wilson 

Middleport,  Ohio First  National  Bank 

•Martinsville,  “ ...Farmers*  Bank Merchants’  N.  B.,  Cincinnati. 

Poland,  **  ...  Farmers’ Deposit  Bank 
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Place  and  State.  Name  qf  Bank.  N.  Y.  Correspondent 

Dayton,  Ohio. ..  People’s  Bk.  & Savings  Dep.  None. 

Plain  Cityr  44  ...  Plain  City  Bank National  Park  Bank. 

Delphos,  44  ...  Commercial  Bank N.  Park  B.;  Opdyke  & Co. 

Nelsonville,  44  ...  Merchants  & Miners’  Bank.  Central  National  Bank. 

Bellevue,  “ ...  J.  T.  Worthington Fourth  National  Bank. 

Felicity,  44  ...Watson  & Sargent 

Salem,  Oregon, G.  W.  Gray Bank  of  North  America. 

Hamburg,  Pa Savings  Bank Bank  of  Hamburg. 

Harrisburgh,  “ Real  Estate  Savings  Bank..  None. 

Karns  City,  “ ....  Karns  City  Banking  Co Hanover  National  Bank. 

Mount  Union,  44  Central  Banking  Co None. 

Plymouth,  “ Plymouth  Savings  Bank Clark,  Dodge  & Co. 

Jamestown,  44  Jamestown  Savings  Bank...  National  Park  Bank. 

Jonestown.  44  Jonestown  Bank N.  B.  Republic,  Philadelphia. 

West  Newton, 44  Farmers*  Bank 1..  

Meyerdale,  44  Philson,  Black  & Co. Union  Banking  Co.,  Phila. 

Cardville,  44  Burgettstown  Savings  Bank.  None. 

Cattawissa,  44  Cattawissd  Deposit  Bank...  Central  N.  B.,  Philadelphia. 

Reynoldsville,  44  F.  K.  Arnold  & Co 

Charleston,  S.  C Geo.  A.  Trenholm  & Son...  N.B.  St.  N.Y.;  Hanover  N.B. 

44  44  ....  F.  Campbell  Lawrence  Brothers  & Co. 

44  44  ... . Samuel  C.  Black Lawrence  Brothers  & Co. 

Nashville,  Tbnn Mechanics’  National  Bank..  Chemical  National  Bank. 

Rockdale,  Texas, J.  H.  Tracy  & Brother Swenson,  Perkins  & Co. 

Ennis,  44  Latimer  & Chancellor Continental  Bank,  St.  Louis. 

Crockett,  44  J.  J.  Woodson  & Co Kountze  Brothers. 

Luting,  44  Harbert,  Blanks  & Co. Swenson,  Perkins  & Co. 

Marlin,  44  ....  S.  P.  Young  & Co Kountze  Brothers. 

Portage  City.  WlS...  Haertel  & Schulze German-American  Bank. 


OFFICIAL  BULLETIN  OF  NEW  NATIONAL  BANKS, 


Authorized  December  3 to  December  16,  1874. 


No.  Name  and  Place. 

President  and  Cashier. 

Capital. 
A uthorixed. 

Paid. 

2208  First  National  Bank, 

Monticello,  Ind 

Joseph  C.  Wilson 

John  T.  Roach 

$ 50,000  . 

$ 50,000 

2209  Nat.  Bank  of  Union  Co., 

Morgan  Field,  Ky.  . 

George  Huston 

David  C.  James... 

100,000  . 

100,000 

2210  First  National  Bank, 

Middleport,  Ohio  . . 

Richard  R.  Hudson.. 
John  R.  McElhinny 

100,000  . 

50,000 

2211  Farmers*  National  Bank, 

Constantine,  Mich. 

Milo  Powell 

Charles  H.  Barry.. 

50,000  . 

50,000 

2212  Oakland  National  Bank, 

Oakland,  111. 

L.  S.  Cash 

John  Rutherford. . . 

50,000  . 

50,000 
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DISSOLVED,  DISCONTINUED  OR  CHANGED. 

% 

( Monthly  List,  continued  from  December  No.,  page  483.  j 
Georgia. — Macon  Banking  & Trust  Co.,  Macon , (in  liquidation). 

Illinois. — Donovan,  Woodford  8c  Co.,  Watseka , (succeeded  by  the  Watseka 
Bank);  Sheffield,  Hutchinson  & Co.,  Waverly,  (new  Bank  of  Waverly). 

Iowa. — Farmers’  Loan  8c  Trust  Co.,  Cedar  Rapids , (removed  to  Vinton); 
Alger  & Tubbs, Villisca,  (now  W.  S.  Alger  8c  Co.);  David  Le  Roy,  Manches- 
ter. Suspended. 

Kansas. — R.  K.  Tabor,  Peabody , (succeeded  by  A.  B.  Salisbury). 
Kentucky. — Morton,  Galt  & Co.,  Louisville , (succeeded  by  Morton,  Green 
& Quigley). 

Massachusetts. — Worster  & Babson,  Boston , (now  Frank  H Babson). 
Michigan. — C.  F.  Gibson  & Co.,  Bay  City , (merged  in  Bay  City  Bank); 
Robert  Hosie,  Detroit,  (closed  banking  business). 

Minnesota. — Exchange  Bank,  Spring  Valleys  (discontinued). 

Montana. — James  F.  Brown  8c  Co.,  Virginia  City , (dissolved). 

Nebraska. — F.  S.  Trew,  Gibbon , (removed  to  Plum  Creek). 

New  Hampshire. — Concord  Savings  Bank,  Concord,  (suspended). 

New  York. — Van  Husen  8c  Delano,  Niagara  Falls,  (continued  by  F.  R. 
Delano  & Co.). 

Pennsylvania. — Manufacturers’  Deposit  Bank,  Williamsport,  (discontinued) ; 
Charles  Emory  & Co.,  and  Freed  & Kreamer,  Philadelphia , (now  Emory, 
Freed  & Co.);  Citizens’  Bank,  Philadelphia,  (suspended). 

Rhode  Island. — Bowen Co.,  Providence. 

Texas. — C.  Chambers,  Longview , (removed  to  Shreveport,  La.);  Adon  Sc 
Lobit,  Calvert,  (removed  to  Galveston);  Flint  & Chamberlin,  Waco , (assigned). 
Arkansas. — Stoddard  Bros.  & Co.,  Little  Rock , (suspended). 

Wisconsin. — Clark  8c  Ingram,  Eau  Claire , (now  Clark,  Ingram  8c  Co). 
Indiana. — Gibson  County  Bank,  Princeton,  (failed). 

Mississippi. — W.  H.  Archer  & Co.,  Greenville , (dissolved). 

Missouri — To! free,  Dunnegan  & Co.,  Bolivar,  (now  Tolfree  & Dunnegan). 
Tennessee. — Jackson  Savings  Bank,  Jackson , (merged  in  First  N.  B.). 
Ohio. — John  G.  Stewart,  Coshocton,  (succeeded  by  Johnson’s  Bank). 


THE  PREMIUM  ON  GOLD  AT  NEW  YORK, 

November — December,  1874. 

1874.  Lowest.  Highest.  Lowest.  Highest.  Lowest.  Highest 


January  .. 

»°#  ■ 

12# 

.Nov.  25  .. 

February . 

"# . 

13  . 

26.. 

March  . . . 

11#  • 

l3H 

27.. 

April 

May 

11# 
11#  • 

14# 

13# 

28.. 

June 

10# . 

12# 

30  •• 

July 

9 

10# 

.Dec.  1 .. 

August . . . 

9#  - 

10# 

2 .. 

September 

9#  - 

IO# 

3 -- 

October 

9#  - 

10# 

4 .. 

Nov 

10 

12# 

5 .. 

Nov.  23.. 

11#  - 

II# 

7 .. 

24.. 

11#  . 

II# 

8 .. 

n# 

■ 11# 

-Dec.  9 .. 

10# 

11# 

Holiday. 

10  .. 

10# . 

*1# 

11# 

- n# 

11  .. 

n# . 

*1# 

ii# 

■ 12# 

12  .. 

11# . 

11# 

12# 

• 12# 

14 .. 

11#  • 

11# 

11# 

- 12# 

15  -- 

11# 

11# 

11# 

- 12# 

16.. 

11# . 

•I# 

12# 

12# 

>7-- 

11#  - 

*1# 

ii# 

• 12# 

18.. 

11# . 

11# 

11# 

• 11# 

19.. 

n# . 

11# 

11# 

. 11# 

21  .. 

11# . 

11# 

10# 

- 11# 

..  22 .. 

n#  - 

11# 

Digitized  by  LjOOQle 


NOTES  ON  THE  MONEY  MARKET. 


New  York,  Dec.  21,  1874. 

Exchange  on  London,  at  sixty  days ' sight,  4.85  a 4.85^  in  gold. 

The  monetary  situation  exhibits  three  features  of  general  interest.  First,  the  banks 
show  a little  less  of  that  conservative  spirit  which  the  panic  developed,  and  we  ob- 
serve rather  more  disposition  in  some  quarters  to  expansion.  Secondly,  this  tend- 
ency is  confined  to  a few  banks,  which  are  attracting  toward  themselves  such  criti- 
cism on  the  part  of  the  public  as  will  keep  the  evil  in  check,  and  may  prevent  it 
from  producing  any  early  results  threatening  the  tranquillity  of  the  loan  market. 
Thirdly,  there  is  less  apprehension  than  prevailed  a short  time  ago,  that  our  mono* 
tary  ease  may  be  disturbed  by  any  circumstances  arising  out  of  the  eccentric  move- 
ments of  the  precious  metals  in  Europe.  To  this  growing  confidence,  the  hostility 
in  the  German  Reichtag  to  the  Imperial  programme  of  finance  gives  some  aid,  as 
does  also  the  prospect  that  the  agitation  about  converting  the  Prussian  Bank  at 
Berlin  into  an  Imperial  Bank  will  cause  a delay,  which  will  enable  the  financial 
mechanism  of  the  European  money  markets  to  recover  their  elasticity.  For  these 
and  other  reasons,  of  more  domestic  origin,  our  money  market  is  gradually  recov- 
ering its  tone. 

No  important  change  in  rates  has  occurred  during  the  month.  Call  loans  to 
stock  brokers  range  at  4*  to  5 per  cent.,  while  the  dealers  in  Government  securities 
pay  3#  to  454  per  cent.  Commercial  paper  is  quoted  at  6 to  7,  with  less  tendency 
in  rates  to  harden,  indicating  that  the  demand  for  discounts  is  less  urgent,  as,  indeed, 
usually  happens  at  this  period  of  the  year.  As  to  the  future  rates  the  belief  prevails 
in  well-informed  quarters  that  the  highest  point  of  the  season  has  been  struck. 
Whether  this  will  prove  true  remains  to  be  seen.  The  drain  of  currency  to  the 
West  and  South,  which  is  now  about  over,  has  been  quite  active  for  several  weeks. 
It  has  diminished  the  legal  tenders  nearly  12  millions  during  the  month,  the  depos- 
its 14  millions,  and  the  specie  3 millions,  as  will  be  seen  from  the  subjoined  table 
of  the  New  York  Clearing-House  bank  averages  : 


Legal  Weekly 

1867.  Loans.  Specie.  Tenders.  Circulation . Deposits.  Clearings . 

Oct  5 381.277, 000  ..  18,374,200  ..  63  966,100  ..  25,419,600  ..  336.935,900  ..  516,055,766 

“ 12 281,377,800  ..  16,946,700  ..  62,394,200  ..  25,115,800  ..  333,471,200  ..  481,795,675 

" 19 383,275,200  ..  15,007,800  ..  60,697,000  ..  25,060,500  ..  230,222,700  ..  465,875.347 

“ 26 281,873,700  ..  13,585,200  ..  58,830,800  ..  25,013,500  ..  226,304,800  ..  447,768,716 

NOV.  3 381,958,700  ..  13,021,100  ..  59,621,600  ..  25,057,500  ..  325,852,700  ..  394.770.672 

" Q 385,066,700  ..  12,574,800  ..  59,451,700  ..  35,082,900  ..  226,753,900  ..  446,534,180 

«*  x6 283,788,100  . . 16,888,200  ..  59,525,100  ..  24  833,500  . . 239  994.200  ..  450,309,151 

“ »3 283,319,500  ..  17,380,900  ..  57.504,400  ..  24,968,000  ..  227,352,700  ..  532154.098 

“ 30 282,275,800  ,.  17,329,300  ..  53.301.900  ..  24,884,100  ..  222.767,300  ..  389,193  019 

Dec.  7 286,063,000  ..  14,467,200  . 50,221,700  ^ 25,012,600  ..  2x9,632,100  ..  530,030,508 

•*  14 384,903,300  ..  14,218,800  ..  49,470,300  ..  24,804.300  ..  218,408,000  ..  464,782.335 
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It  will  be  observed  that  the  loans  have  increased  2 millions  during  the  month, 
although  there  has  been  so  heavy  a decline  in  the  deposits  and  legal  tenders.  The 
surplus  of  reserve  beyond  the  25  per  cent,  minimum  required  by  the  National  bank- 
ing law  is  nQw  down  to  $7,624,250.  The  drain  on  the  greenback  reserve  is  now 
regarded  as  virtually  arrested,  so  that  the  averages  are  generally  expected  to  begin 
shortly  to  rise.  The  later  remittances  to  the  South  and  West  seem  to  have  been 
made  in  National  bank-notes  to  a greater  extent  than  in  greenbacks.  The  aggre* 
gate  of  the  National  bank-notes  outstanding  is  reported  from  Washington  to-day  at 
$349,220,000,  of  which  $2,330,000  are  gold  notes. 

The  monetary  movements  have  been  distufbed  by  the  new  finance  bill,  reported 
on  page  553.  It  contains  the  following  provisions : — 1.  Free  banking.  2.  The  retir- 
ing of  greenbacks  equal  to  eighty  per  cent,  of  the  amount  of  new  National  notes 
issued,  until  the  greenback  circulation  shall  be  reduced  to  $300,000,000,  after  which 
no  further  reduction  of  the  greenbacks  is  to  take  place.  It  is  claimed  that  by  this 
provision  there  will  be  neither  expansion  nor  contraction  of  the  currency,  as  nearly 
twenty  per  cent,  is  now  held  as  bank  reserves.  3.  The  withdrawal  of  the  present 
fractional  currency  and  the  substitution  of  silver  coin,  the  arrangement  to  go  into 
effect  as  soon  as  practicable,  under  the  direction  of  the  Secretary  of  the  Treasury, 
who  is  authorized  to  use  the  surplus  money  for  supplying  the  silver  coin,  and  if 
this  is  not  sufficient,  to  sell  the  requisite  amount  of  bonds  of  the  new  series  to  ob- 
tain the  funds  for  that  purpose.  4.  Removing  the  charge  for  the  coinage  of  gold 
at  the  several  mints.  5.  The  resumption  of  specie  payments  to  commence  on  the 
1st  day  of  January,  1879.  The  Secretary  is  to  be  authorized  to  use  the  surplus 
specie  in  the  Treasury,  but  if  that  is  not  sufficient,  to  sell  bonds  in  order  to  obtain 
gold  to  pay  the  Treasury  notes.  The  legal-tender  functions  of  the  currency  remain 
undisturbed,  both  as  to  the  greenbacks  and  as  to  the  National  bank-notes. 

It  will  be  seen  that  this  bill  is  really  an  inflation  measure,  and,  with  the  exception 
of  the  fixing  of  a distant  period  for  resumption,  it  has  no  single  provision  tending 
in  any  positive  degree  to  aid  the  progress  of  the  country  toward  specie  payments. 
Whether  it  pass  the  House  or  not,  its  discussion  can  scarcely  fail  to  produce  a 
mischievous  effect  on  general  business.  For  it  is  a settled  principle  in  financial 
legislation  that  currency  perturbation  is  an  evil  of  the  first  magnitude. 

Gold  and  foreign  exchange  have  shown  less  uneasiness.  This  month  we  have 
exported  about  eight  millions  of  gold  so  far.  The  bankers  prefer  to  ship  specie 
instead  of  paying  the  rates  now  asking  for  bills. 

The  disturbance  in  the  foreign  exchanges  has  given  unusual  interest  to  the  esti- 
mates of  the  cotton  crop,  which  are  usually  made  up  at  this  period  of  the  year.  As 
published  by  the  Financial  Chronicle  these  estimates  are  subjoined  for  the  current 
season  as  compared  with  the  actual  figures  for  last  year: 


Actual 

Estimated. 

Crop  stated  by  States. 

Year  ending 

Year  ending 

Sept \ x,  1874. 

Sept,  x,  1875. 

Texas 

....  bales.  500,000 

550,000 

Louisiana 

480,000 

Mississippi 

675,000 

610,000 

Alabama 

575.ooo 

650,000 

Florida 

100,000 

Georgia 

665,000 

South  Carolina 

400,000 

North  Carolina 

275,000 

Arkansas 

360,000 

Tennessee 

2X0,000 

Total  bales 

4,300,000 
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As  to  the  ports  through  which  this  product  may  be  expected  to  seek  a market, 
the  subjoined  estimates  are  given,  with  the  comparative  figures  for  the  four  previous 
years : 


Perts.  ,*875-  *874-  *873.  18  ji.  1871. 

Estimated,  . Marketed.  Marketed.  Marketed.  Marketed. 

Galveston,  &c (bales)  400,000  ..  389,045  ..  343,450  ..  *97  956  ..  321,804 

New  Orleans.  1,230,000  ..  1,221,698  ..  1,240,384  . . 957.538  ..  1,446,490 

Mobile 375,000  299,578  ••  33**457  • • 288,012  ..  404673 

Florida 25,000  14**85  ..  14,0 68  ..  *9.359  ••  *3*948 

Savannah 675,000  ..  625,857  ..  614,039  ..  450,539  ..  726,406 

Charleston  475,000  ..  438,194  ••  374,476  ..  271,241  ..  350.582 

North  Carolina 90,000  ..  57.895  ..  61,576  ..  52,528  ..  94,320 

Virginia 450,000  505,876  ..  433,583  . . 276,098  ..  34?»353 

New  York,  Boston  and  Baltimore..  250,000  '. . 251,962  ..  237,313  ..  219,015  ..  33*578 

Overland 200,000  ..  237,572  ..  *41,500  ..  122,065  ..  228,923 

Southern  consumption 130,000  ..  128,526  ..  137,662  ..  120,000  ..  91.240 


Total  crop  in  bales 4,300,000  4,170,388  3.930,508  2,974.351  4.352,3*7 


The  Ixmdon  money  market  is  reported  easier,  by  cable  to-day.  The  open  mar- 
ket is  one  per  cent,  below  the  Bank  rate.  The  bullion  reserve  of  the  Bank  of  Eng- 
land is  slowly  rising,  and  it  is  believed  that  before  long  the  rate  will  be  of  necessi- 
ty reduced  to  5 per  cent.  The  London  Economist  publishes  a communication  from 
a leading  banker,  proposing  that  the  London  Clearing-House  shall  hold  its  own  re- 
serves. This  is  a movement  in  the  right  direction,  its  chief  advantage  being  that  it 
will  insure  the  weekly  publication  of  the  exact  amount  of  reserves  held  by  the  Lon- 
don banks.  The  importance  of  such  a publication  has  long  been  recognized,  and 
its  realization  is  merely  a question  of  time.  Every  year  multiplies  the  reasons  for 
its  enforcement.  The  remarks  we  made  last  month  on  the  insufficient  reserves  held 
by  the  London  joint-stock  banks  may  be  applied  with  little  modification  to  the  Lon- 
don private  banks.  The  aggregate  deposits  of  both  descriptions  of  banks  are  esti- 
mated at  160  millions  sterling.  The  strictures  we  ventured  to  make  have  elicited 
communications,  for  the  most  part  confirmatory,  from  some  of  the  most  experienced 
and  most  conservative  bankers  of  this  city,  where  the  wpekly  publication  of  reserves 
was  enforced  by  law  as  long  ago  as  1854. 

The  course  of  business  at  the  Stock  Exchange  has  been  quiet  and  steady  until  a 
few  days  ago,  when  various  circumstances  arose  to  cause  uneasiness.  For  the  pres- 
ent, however,  the  trouble  is  very  limited  in  its  area  and  does  not  reach  the  invest- 
ment securities,  such  as  the  United  States  bonds,  and  the  best  railroad  bonds, 
which  are  well  sustained.  There  has  been  all  active  demand  for  Governments  from 
insurance  companies  and  savings  banks  as  well  as  from  private  investors,  and  the 
importation  of  five-twenties  from  abroad  seems  to  have  almost  ceased.  The  chief 
source  of  supply  seems  to  have  been  Germany,  while  investors  in  England  are  re- 
ported to  have  been  buying  freely  up  to  the  time  when  the  rise  in  the  Bank  of 
England  rate  checked  the  movement,  which  will  now  in  a short  time  probably  re- 
vive again,  as  the  English  money  market  is  passing  into  an  easier  condition. 

In  some  quarters  we  observe  a growing  expectation  that  the  London  market  will 
before  long  absorb  a considerable  amount  of  our  best  securities.  The  London 
Standard  recently  acknowledged  that  many  American  railroad  and  other  securities 
were  as  sound  and  as  attractive  to  investors  as  any  foreign  securities  offering  in  the 
English  market.  This  testimony  on  the  part  of  our  contemporary  has  evidently 
been  extorted  by  the  logic  of  facts,  and  it  is  by  some  persons  interpreted  as  indi- 
cating, with  other  circumstances,  that  the  English  markets  will  be  more  open  than 
they  have  been  to  the  superior  class  of  American  railroad  and  Government  bonds. 
There  is  no  doubt  that  an  abundance  of  idle  capital  is  awaiting  investment  in  Eng- 
land which  could,  with  profit  and  safety  to  its  owners,  be  absorbed  in  five-twenties, 
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in  the  bonds  of  our  best  railroads,  and  especially  in  the  new  Fives,  which  under 
Mr.  Bristow’s  recent  arrangement  with  the  Syndicate  have  been  introduced  to 
Eng  ish  investors  under  better  auspices  than  ever  before. 

The  share  market  has  suffered  severe  fluctuations  during  the  past  week,  from  a varie- 
ty of  speculative  causes.  Pacific  Mail  has  been  the  chief  sufferer.  As  this  is  almost 
the  only  American  line  of  ocean  steamers  afloat,’  its  troubles  have  attracted  consid- 
erable attention.  The  decline  of  Toledo  & Wabash  shares  is  ascribed  to  sen- 
sational rumors  that  the  Company  may  default  on  its  February  interest.  Sub- 
joined is  our  usual  table  of  the  monthly  fluctuations  in  gold  Government  bonds  and 
other  securities. 


Quotations  : 

Nov . 25. 

Dec.  1. 

Dec.  8. 

Dec . 15. 

Dec.  21. 

Gold 

nxf* 

..  112 

*xo# 

in* 

111* 

U.  S.  5-3os,  1867  Coup. 

119# 

*»9* 

xx9* 

120  J { 

*20# 

U.  S.  new  Fives  Coup. 

X13 

113 

x*3 

113* 

West.  Union  Tel.  Co. . 

81K  . . 

82  x 

8atf 

81# 

N.  Y.  C.  & Hudson  R. 

XOI* 

101# 

103 

100# 

100# 

Lake  Shore 

80 

8x 

80 

78K 

Chicago  & Rock  Island 

xoo* 

102 

101* 

101 

100# 

New  Jersey  Central. . . 

*06  x 

107 

106 

107 

107# 

Ohio  and  Mississippi. . 

33* 

31* 

3°H 

29* 

Wabash 

»9  H 

3 x# 

30* 

28# 

27# 

Pacific  Mail 

44  * 

45 

40 

38* 

34* 

Erie 

27  * 

28K 

27 

27* 

26# 

Bills  on  London 

4-85* 

..  485 

4.85 

4*85 

485 

Treasury  balances,  cur. 

$ 51,000,297 

..  $48,890,367  .. 

$47,178,965  .. 

$46,940,547 

..$47,425,007 

Do.  do.  gold 

53.953.300 

• 54.698,24a  .. 

54.079.554  •• 

53,750,126 

51,110,463 

The  importations  for  the  month  of  November  were  smaller  in  the  warehoused 
aggregates  and  larger  in  the  aggregates  entered  for  consumption.  The  totals  for 
the  last  eleven  months  are  about  8 millions  less  than  those  of  last  year. 


Foreign  Imports  at  New  York  for  Eleven  Months  from  January  1. 

187a.  1873.  1874. 

Entered  for  consumption $185,030,376  $163,954,405  $163,126,165 

Entered  for  warehousing • 164,115,364  117.378,907  100,347,004 

Free  goods 50,441,530  80,113,343  100,817,010 

Specie  and  bullion 5,430,911  17,137,821  5.759.689 

Total  entered  at  port $405,008,181  $376,883,476  $368,949,868 

Withdrawn  from  warehouse *47.937, 704  1x2,197,906  99,430,613 

The  total  exports  for  November  were  $24,436,835,  inclusive  of  $4,448,600  in  spe- 
cie. Exclusive  of  specie  the  exports  for  November  were  $19,988,235,  against 
$28,495,882  m 1873  and  $23,625,216  in  1872.  The  aggregates  since  1st  January 
compare  as  follows: 

Exports  from  New  York  to  Foreign  Ports  for  Eleven  Months  from  January  1. 

1874. 

$351,766,476 
«,979.*7* 
6,689,700 
48,724,587 

$3<>9.x59.934 
*60,435,347 


187a. 

*873. 

Domestic  produce 

•••  $ 204,939,336  .... 

...  $264,499* *36 

Foreign  merchandise,  free. 

x.436,205  .... 

. . . 2,013,21a 

do.  dutiable 

9,042,436  .... 

8,483,307 

Specie  and  bullion 

67,975,466  .... 

46,«ia,390 

Total  exports 

$283,393,443 

$ 321,307,045 

do.  exclusive  of  specie. . . . 

2x5,417,977 

a74»994,655 
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THE  FINANCE  BILL  AND  THE  PRESIDENT. 

Frederic  Bastiat  entitle?  one  of  his  most  popular  essays  “What 
is  Seen  and  What  is  Not  Seen.”  In  it  he  exposes  a number  of 
familiar  economic  errors  about  money  and  wages,  about  capital  and 
financial  legislation,  and  shows  how  needful  it  is  to  look  below  the 
surface  of  things  if  we  would  understand  economic  facts  aright. 
The  same  principle  is  suggested  by  the  President’s  special  message, 
sent  on  the  14th  January  to  the  Senate,  with  his  approval  of  the 
new  Finance  Bill.  This  document  will  be  found  on  another 
page,  and  it  may  be  summed  up  in  the  single  sentence,  that 
Congress  must  take  the  responsibility  of  further  legislation  to 
make  the  Finance  Bill  effective.  It  was  not  needful  that  the 
Fresident  should  point  out  the  inconsistency  of  the  Specie  pay- 
ment clause  with  that  authorizing  the  new  issue  of  five  millions  of 
legal-tender  bank  currency  for  every  four  millions  of  legal-tender 
greenbacks  withdrawn  and  canceled,  nor  was  it  to  be  expected  that 
the  attention  of  Congress  should  be  called  to  the  facts  which 
prove  that  the  mere  fixing  of  a time  four  years  distant  as  the  era  of 
specie  payments  would  not  by  itself  produce  the  slightest  effect  in  fa- 
cilitating or  bringing  about  resumption.  The  President,  therefore, 
did  not  cite  the  experience  of  Continental  nations,  or  that  of 
Great  Britain,’  during  the  suspension  in  the  early  part  of  this 
century,  when  eleven  successive  bills  were  passed  by  Parliament 
in  twenty-four  years,  each  fixing  a specific  date  for  resumption, 
and  all  alike  disappointing  expectation.  General  Grant  contents 
himself  with  a simple  congratulation  “ that  a measure  has  become  a 
law  which  fixes  a date  when  specie  resumption  shall  commence,  and 
implies  an  obligation  on  the  part  of  Congress,  if  in  its  power,  to  give 
such  legislation  as  may  prove  necessary  to  redeem  this  promise.” 

37 
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For  many  years  past  the  custom  has  been  growing  up  among 
legislative  bodies  to  throw  more  and  more  responsibility  upon  the 
Executive.  In  England  the  Cabinet  has  for  150  years  enjoyed 
the  initiative  of  <all  laws,  and  has  for  the  most  part  controlled 
the  course  of  governmental  policy.  In  other  European  countries 
the  same  object  is  attained,  but  with  fewer  facilities  for  enforcing 
responsibility  to  the  people.  In  this  country,  during  and  since  the 
war,  we  have  been  in  greater  danger  than  ever  before  of  falling 
into  the  same  beaten  path  leading  to  bureaucratic  centralization, 
and  devolving  upon  the  Executive  duties  and  responsibilities  which 
properly  belong  to  Congress.  The  latest  and  the  last  illustrations 
of  this  Congressional  tendency  to  throw  off  responsibility  it  is 
hoped  are  exhausting  themselves  in  the  present  troubles  of  Louisi- 
ana. It  is  this  mischievous  tendency  which  President  Grant  seems 
to  reprove,  and  to  bring  into  view  for  special  rebuke  in  the  mes- 
sage before  us.  Few  candid  readers,  on  examination,  will  doubt 
that  the  President  is  right.  The  Finance  Bill  as  it  stands  does 
certainly  give  too  much  vague  responsibility  into  the  hands  of  the 
Executive.  During  the  war,  and  for  a year  or  two  after  the  return 
of  peace,  there  was  perhaps  a necessity  for  vast  discretionary 
powers.  Mr.  Chase,  Mr.  Fessenden,  Mr.  McCulloch,  Mr.  Boutwell, 
on  whom  successively  the  responsibility  fell  of  conducting  the 
Treasury,  held  much  greater  discretionary  authority  than  will  be 
tolerated  for  the  future,  except  indeed  in  the  event  of  war. 

As  to  the  specific  legislation  which  the  exigency  demands,  the 
most  important  is  that  for  raising  increased  revenue.  Forty  millions 
of  dollars  will  be  wanted  for  the  work  prescribed  in  the  first  sec- 
tion, and  a much  larger  sum  will  be  used  for  the  subsequent 
sections.  Now,  every  one  knows  that  we  have  no  such  surplus  in 
the  Treasury,  and  that  if  we  had  there  would  be  an  instant 
demand  that  the  burdens  of  the  people  should  be  lightened  by  the 
repeal  of  taxes.  It  is  for  Congress  to  say  whether  new  taxes  shall 
be  imposed,  either  those  mentioned  by  the  President  or  others 
equivalent. 

Another  contingency  not  provided  for  in  the  bill  is  that  of  the 
fluctuations  that  are  to  be  apprehended  in  the  premium  of  gold 
during  the  four  years’  preparation  for  specie  payments.  This  law 
provides  that  the  fractional  currency  shall  be  withdrawn,  and 
replaced  by  silver  coin  as  soon  as  practicable;  but  the  question  is, 
how  can  the  silver  be  kept  in  circulation  ? Every  one  knows  that 
by  the  Mint  laws  of  1853  and  1873  our  silver  coin  was  debased, 
and  that  it  now  contains  nearly  seven  per  cent,  less  silver  than 
formerly.  Consequently  $ 100  in  silver  coin  will  sell  in  the  bullion 
market,  for  about  seven  dollars  less  than  gold  coin,  when  the 
market  for  silver  bullion  is  steady.  But  the  market  just  now  is 
not  steady.  Silver  bullion  is  depressed  in  price  2 to  4 per  cent.,  and 
it  fluctuates  so  much  that  it  is  not  fit  to  be  used  as  money,  except 
for  small  sums.  In  this  way  it  becomes  a token  coinage,  and  is 
allowed  to  pass  in  most  commercial  countries.  Thus  in  England 


Digitized  by  CjOOQle 


*875-]  THE  FINANCE  BILL  AND  THE  PRESIDENT.  571 

the  law  makes  silver  a legal  tender  to  the  extent  of  only  two 
pounds  sterling.  The  debasement  of  this  silver  token  coinage  in 
England  amounts  to  6 14-31  per  cent.  In  the  United  States  silver 
coin  is  a legal  tender  for  no  more  than  five  dollars.  Remembering 
that  since  1853  our  silver  coin  has  thus  been  depreciated  about 
7 per  cent.,  it  follows  that  if  gold  were  now  at  7 premium,  silver 
coin  would  be  nearly  at  par  with  greenbacks.  But  this  would 
only  be  so  if  silver  were  selling  for  its  old  price  of  $ 1*28  gold 
per  ounce.  It  does  not  now  command  so  much.  It  is  depreciated 
2 to  4 per  cent.,  and  consequently  silver  coin  may  now  be  roughly 
estimated  a$  worth  to-day  9 to  1 1 per  cent,  less  than  gold.  From 
these  data  we  can  judge  whether  coined  silver,  if  paid  out  of  the 
Treasury  at  par  for  greenbacks  or  fractional  currency,  could  be 
kept  in  circulation,  or  whether  it  would  be  melted  up  and  export- 
ed or  sold  for  bullion.  An  easy  calculation  shows  that,  so  long  as 
gold  ranged  below  6 or  7 per  cent.,  there  would  be  little  danger 
of  losing  our  silver  coin,  but  that  if  the  gold  premium  rose  above 
that  level,  we  should  be  wholly  at  the  mercy  of  the  fluctuations 
of  the  silver  market,  which  might  at  any  time  expose  us  to  the 
loss  of  our  whole  mass  of  small  change.  The  unspeakable  embar- 
rassment and  disruption  of  retail  business  which  would  thus  be 
precipitated  on  the  country  we  forbear  to  describe.  We  had  a 
memorable  example  of  these  mischiefs  in  1861,  when  the  paper- 
money  depreciation  first  signalized  itself  by  the  disappearance  of 
small  change,  and  the  exportation  of  silver  coin. 

The  question  is,  then,  whether  the  premium  of  gold  will  range 
below  6 or  7.  Till  we  can  calculate  on  that  it  would  be  simple 
folly  to  burden  the  Treasury  with  the  expense  of  coining  silver 
and  selling  it  at  par.  The  President  suggests  the  limit  of  10  per 
cent.;  but,  as  we  have  seen,  the  true  limit  is  6 or  7 per  cent., 
and.  all  over  that  represents  merely  the  feverish  fluctuations  of  the 
market,  which  may  be  temporary,  and  cannot  be  relied  upon  in  so 
important  a monetary  movement  as  that  under  discussion. 

As  an  important  element  for  solving  the  question  of  the  future 
range  of  the  gold  premium,  we  should  find  out  the  intentions  of 
Germany.  The  opinion  of  well-informed  men  in  Wall  street  is, 
that  the  German  Mint  is  to  be  set  at  work  once  more  in  coining 
10  and  20  mark  pieces,  to  replace  those  exported  from  Germany 
during  the  last  year  or  two.  From  this  it  is  inferred  that  a lively 
importation  of  gold  into  Germany  will  be  produced.  As  this  gold 
cannot  now  be  had,  as  heretofore,  from  the  Bank  of  England,  be- 
cause of  the  trouble  such  a depletion  of  coin  reserve  would  cause 
in  the  English  money  market,  Germany  is  said  to  be  likely  to 
come  to  us  for  a supply  of  gold;  and  she  is  willing,  it  is  affirmed, 
to  take  all  that  we  are  disposed  to  sell  at  10,  or  even  at  12, 
premium.  For  these  reasons  it  is  clear  that  the  occurrence  of 
fluctuations  in  the  gold  premium  is  not  only  to  be  apprehended, 
but  that  the  danger  may  be  enhanced  by  causes  over  which  Con- 
gress has  no  more  control  than  over  the  great  general  laws  of 
international  commerce  and  trade.  Instead  of  deliberating  as  to 
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how  cheaply  we  can  offer  to  sell  the  gold  we  have  in  the  Treas- 
ury, we  shall  do  well,  for  some  years  to  come,  to  adopt  the  policy 
of  raising  the  level  of  our  Treasury  balance  of  gold;  and  we  shall 
sell  no  more  of  our  coin  surplus  than  we  can  possibly  avoid. 

Without  discussing  the  numerous  other  difficulties  in  practi- 
cally carrying  out  the  policy  of  the  bill,  General  Grant  concludes 
with  the  suggestion  that  “ a-  subject  of  such  vital  importance  to 
the  whole  country  should  receive  the  attention  of,  and  be  discussed 
by,  Congress  and  the  people  through  the  press  and  in  every  way.” 
Thus  only  can  “ what  is  seen  and  what  is  not  seen  ” be  thoroughly 
explored,  and  the  conditions  of  sound  legislation  be  reached. 


THE  CURRENCY  AND  THE  PANIC. 

By  William  P.  Borland. 

Although  we  have  had  ample  opportunity  for  observing  the 
effect  of  an  inconvertible  paper  currency,  and  ample  evidence  to 
confirm  the  experience  of  nations  that  have  tried  the  same  ex- 
pedient, we  continue  to  cling  to  it,  and  to  manifest  a certain  af- 
fection for  it.  Paper  money  is  popular,  notwithstanding  the  bitter 
fruits  it  has  produced  and  the  heavy  burden  it  imposes.  Many  of 
its  advocates  are  respectable  in  intelligence,  and  certainly  the  ranks 
of  its  disciples  are  quite  formidable  in  numbers.  Senator  Brownlow 
declares  that  “ we  have  the  best  currency  of  any  country  in  the 
civilized  world,”  and  that  “ we  need  about  five  hundred  millions 
of  greenbacks  added  to  our  present  circulation  to  enable  us  to 
meet  the  wants  of  commerce  and  trade.”  Other  prominent  public 
men  are  quite  as  emphatic  in  their  praises  of  paper  money,  and 
almost  as  liberal  in  the  provision  they  would  make  for  the  sup- 
posed wants  of  the  people.  They  have  failed  to  learn  that  there 
is  a world-wide  republic  of  trade,  whose  laws,  touching  a circulat- 
ing medium,  secure  respect  and  obedience  in  spite  of  Congress 
and  the  Supreme  Court,  and  that  the  only  wants  which  it  is 
possible  for  the  most  perfect  human  Government  to  meet, 
are  the  wants  of  an  effectual  restraint  on  human  rapacity,  and  an 
administration  which  shall  aid  to  bring  about  a reign  of  peace  on 
earth  and  good-will  among  men.  These  distinguished  advocates 
of  paper  are  not,  it  is  true,  our  greatest  statesmen,  and  they  are 
quite  unlikely  to  obtain  enduring  fame  as  financiers,  but  they  are 
unquestionably  men  of  commanding  position  and  wide  influence. 
Every  day  in  the  public  press  we  encounter  similar  sentiments, 
and  in  works  designed  to  be  of  a more  permanent  character  the 
popular  heresy  of  paper  money  is  recognized  and  supported.  In 
a recently  published  treatise  on  the  Law  of  Nations, -from  the  pen  of 
an  eminent  jurist  of  a Western  city,  there  is  an  elaborate  argument 
for  the  universal  adoption  of  paper  money  throughout  the  world. 
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On  a subject  such  as  this,  Congress  is  the  best  reflex  of  the 
condition  of  public  opinion,  and  Congress  is  clearly  on  the  side 
of  paper  money.  The  average  American  Congressman  is  seldom  a 
leader.  He  is  chiefly  interesting  as  the  embodiment  of  the  pre- 
vailing form  of  popular  error  and  prejudice.  He  has  a wholesome 
dread  of  getting  behind  public  opinion,  and  gegerally  manages, 
with  a little  experience,  to  keep  even  with  it.  Hence  the  speeches 
of  members  in  behalf  of  paper  money,  and  the  appeals  of  candi- 
dates for  Congressional  honors  addressed  to  the  people,  may  be 
accepted  as  indications  of  the  opinion  of  a large  body  of  the 
American  people,  who  honestly  believe  that  paper  money  is  either 
temporarily  or  permanently  beneficial.  This  opinion,  simply  be- 
cause it  is  an  honest  opinion,  must  eventually  yield  before  the 
evidence  which  daily  events  afford,  and  the  hard  and  honest 
thumps  of  good  sound  sense.  That  we  may  the  better  understand 
the  situation,  let  us  in  a spirit  of  candor  inquire  into  the  causes 
which  have  created  this  public  sentiment,  and  let  us  also  ask 

whether  our  recent  experience  of  a paper-money  system  is  favor- 

able or  otherwise. 

It  is  incredible  that  any  freedom-loving  people  would,  from  pref- 
erence or  from  considerations  of  public  policy,  adopt  a currency 
such  as  we  have,  just  as  it  is  incredible  that  they  would  invite  or 
submit  to  any  other  form  of  spoliation  by  their  rulers.  The  issue 
of  legal-tender  currency  was  an  appropriation  or  seizure  by  the 

Government  of  its  nominal  value  in  the  labor  and  property  of  the 

people.  Such  a seizure  is,  in  its  very  nature,  repugnant  to  that 
instinctive  sense  of  right  which  every  man  possesses,  and  in  or- 
dinary times  would  provoke  resistance;  but  in  time  of  war  the 
patriotic  citizen  readily  places  his  services  and  property  at  the 
disposal  of  his  country.  He  willingly  accepts  a promise  of  his 
Government  to  pay  at  convenience.  Having  been  introduced 
under  such  circumstances,  paper  quickly  superseded  and  banished 
coin,  and  has  ever  since  formed  the  current  money  of  the  country. 
Looked  upon  as  a great  and  powerful  war  measure,  and  associated 
in  the  popular  mind  with  a time  of  great  commercial  activity,  the 
legal-tender  money  has  a certain  historic  claim  upon  the  good-will 
of  the  patriotic  and  money-making  American.  Besides,  it  must  be 
admitted  that  it  has  not  run  the  downward  course  which  its 
opposers  predicted  of  it  at  the  time  of  its  introduction.  Events, 
whose  occurrence  they  could  neither  foresee  nor  measure,  have 
modified  that  course.  The  issues  of  paper  money  at  the  time  of 
the  war  circulated  only  in  the  patriotic  States,  but  after  peace  was 
restored  spread  themselves  over  the  whole  country.  This  process 
of  diffusion  operated  like  contraction,  and,  occurring  simultaneously 
with  an  event  which  established  the  credit  of  the  Government, 
had  the  effect  of  raising  the  value  of  the  currency.  Other  causes 
doubtless  contributed  to  the  same  results,  such  as  the  accession  of 
wealth  brought  by  immigrants,  and  produced  by  home  labor;  but 
probably  the  most  powerful  of  these  causes  was  the  adoption  of  a 
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policy  by  the  Government,  the  declared  object  of  which  was  to 
restore  the  specie  standard.  Inasmuch  as  the  legal  tenders  did 
not  rush  headlong  to  the  fate  of  the  French  assignats  or  the 
Continental  currency,  but  were  seen  for  a time,  under  the  intelli- 
gent but  despotic  management  of  the  Treasury,  to  advance  in 
value,  they  caffie  to  be  regarded  as  a very  serviceable  currency 
and  an  excellent  substitute  for  coin.  As  the  advocates  of  a sound 
currency  cannot  point  to  the  utter  worthlessness  of  paper  money, 
they  are  reduced  to  the  necessity  of  showing,  by  such  evidence  as 
events  offer,  that  it  is  an  unprofitable  and  insufficient  medium  of 
exchange.  Fortunately,  that  evidence  is  within  reach,  and,  if  duly 
weighed,  is  conclusive. 

Having  assumed  that  no  people  would  deliberately  adopt  a sys- 
tem of  paper  money,  I may  also  assume  that  no  people  ever 
abandoned  paper  money  for  specie  on  abstract  principles.  A 
comparison  between  the  two  systems,  a consciousness  of  a differ- 
ence and  an  actual  clashing  of  interests,  are  requisite.  In  our  case 
the  experiment  has  been  a continental  one.  The  extent  of  this 
country,  its  immense  internal  commerce,  and  the  length  of  time 
that  paper  has  served  as  a medium  of  exchange,  together  render  a 
comparison  with  specie  both  difficult  and  obscure.  In  foreign 
trade,  and  especially  in  the  export  of  manufactured  goods  which 
enter  into  competition  in  the  markets  of  the  world  with  similar 
products  of  other  countries,  the  defects  of  paper  money  are  appar- 
ent. From  this  cause  there  has  grown  up  in  our  seaports  and 
manufacturing  districts  a sentiment  in  favor  of  specie.  But  the 
exports  of  this  country  are  mainly  the  products  of  the  soil,  and 
no  nation  occupying  a contiguous  territoiy  rivals  this  in  foreign 
markets.  Away  from  the  seaboard,  the  price  of  labor  and  com- 
modities is  measured  universally  by  paper,  and  specie  values  are 
unknown.  The  uniformity  in  value  and  appearance  of  our  paper 
currency,  the  cheapness  and  ease  with  which  domestic  remittances 
are  made,  the  fact  that  it  pays  debts,  and,  in  appearance  at  least, 
discharges  all  the  functions  of  money,  are  considerations  which 
foster  the  error,  that,  as  a nation,  we  are  so  absolute  in  our  inde- 
pendence and  so  peculiar  in  our  situation,  that  the  laws  of  political 
economy  are  silent  and  inoperative. 

Among  the  earliest  effects  of  the  change  from  specie  to  paper, 
and  one  which  produced  a deep  impression  on  the  public  mind, 
was  the  ease  with  which  existing  debts  were  discharged.  Money 
being  plentiful,  debtors  were  enabled  to  pay  up  or  renew  without 
difficulty.  And  now  one  of  the  most  dreaded  results  of  a return 
to  specie  is  the  apprehended  difficulty  of  paying  debts  contracted 
on  a paper-money  basis.  Hence  there  arises  a contest  between 
the  debtor  and  creditor  classes,  and  in  such  a contest  the  ties  of 
human  sympathy  draw. men  to  the  side  of  the  struggling  debtor. 
It  is  the  old  play  of  Antonio  and  Shylock.  Let  the  inexorable 
creditor,  say  the  tender-hearted  populace,  have  dollars,  paper  dol- 
lars of  the  thinnest  kind,  but  not  a drop  of  gold. 
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In  this  contest  the  indebtedness  of  towns,  counties,  and  States 
arrays  whole  communities  on  the  side  of  the  debtors,  and  the 
enormous  growth  of  such  indebtedness  is  one  of  the  most  formid- 
able obstacles  to  a currency  reform.  An  era  of  paper  money  is 
sure  to  be  an  era  of  extravagant  expenditure,  both  public  and 
private.  In  some  parts  of  the  country,  where  the  local  business  is 
wholly  inadequate  to  support  them,  railroads  have  been  built  by 
local  subscription  of  bonds.  Communities  have  loaded  themselves 
with  debt  and  taxation,  and  realize,  when  it  is  too  late,  that  they 
can  pay  too  much  for  the  whistle,  even  if  it  be  the  whistle  of  the 
locomotive.  With  exaggerated  ideas  of  the  benefits  to  be  derived 
from  such  works,  they  were  duped  and  cheated  by  professional 
promoters  of  jobs  of  public  plunder,  and  now  blindly  welcome 
currency  expansion  as  a scheme  of  partial  repudiation. 

Recent  events  have  intensified  the  clamors  of  the  debtor  class, 
and  have,  at  the  same  time,  afforded  an  opportunity  to  observe 
the  working  of  a paper-money  system  in  a time  of  commercial 
distress  and  alarm.  The  country  has  but  recently  emerged  from 
the  panic  of  1873,  or,  it  would  be  more  proper  to  say,  is  still 
suffering  from  that  catastrophe.  Like  other  panics,  that  of  1873 
was  simply  a sudden  contraction  of  credit, — a collapse  after  a 
period  of  expansion.  Occurring  when  the  volume  of  the  currency 
was  regulated  by  law,  and  could  neither  be  contracted  nor  expanded 
except  by  the  action  of  the  Government,  it  presents  some  peculiari- 
ties worthy  of  careful  study.  Debtors  everywhere  were  called  on 
to  pay,  and,  as  payment  involves  the  use  of  money,  a scarcity  of 
money  was  revealed,  not  because  of  a restricted  supply,  but  be- 
cause of  an  unusual  demand.  Those  who  reason  superficially 
said  there  was  too  little ' money,  and  clamored  for  more.  It  will  be 
readily  seen  that  such  a demand  was  in  reality  a demand  to  en- 
large the  volume  of  money  to  correspond  with  the  volume  of  debt. 
There  was,  however,  as  there  always  is  at  such  times,  a real 
scarcity  of  money  for  the  purchase  of  merchandise  and  the 
payment  of  wages.  The  money  in  banks,  and  much  of  that  in 
the  hands  of  individuals,  was  held  in  expectation  of  demands  for 
the  payment  of  debts  due,  and  pending  a general  liquidation  but 
little  could  be  had  for  the  ordinary  and  proper  purposes  of  trade 
and  production.  This  scarcity  of  available  money  produced  the 
usual  and  inevitable  effect  of  a decline  in  prices.  Money  became 
suddenly  valuable  and  other  things  cheap.  Such  a movement 
brings  into  market  the  reserves  of  money  held  at  a high  valua- 
tion; and,  as  these  hoarded  reserves  are  unlocked  and  put  into 
circulation,  a decline  is  arrested,  and  prices  gradually  assume 
their  natural  level.  Upon  the  number  and  amount  of  such  reserves 
within  a country,  or  which  may  be  drawn  from  other  coun- 
tries, depends  the  severity  of  a panic  and  the  duration  of  the 
hard  times  following  thereupon.  It  is  always  difficult  to  form  an 
estimate  of  these  reserves,  for  no  secret  is  guarded  more  carefully 
by  persons  disposed  to  hoard  money,  than  is  the  amount  of  their 
hoardings.  The  money  itself  is  not  locked  up  so  securely  as  the 
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secret  of  its  amount  in  the  breast  of  its  owner.  But  there  are 
strong  reasons  for  believing  that,  under  a paper-money  system, 
the  volume  of  these  hoardings  is  much  less  than  under  a currency 
composed  of,  or  convertible  into,  the  precious  metals.  These  rea- 
sons are : 

First . There  is  less  inducement  for  hoarding.  The  destructi- 

bility  of  paper,  its  liability  to  many  kinds  of  accident  from  which 
coin  is  exempt,  and  the  knowledge  that  its  value  is  variable, 
lead  people  to  put  it  in  circulation  rather  than  to  lay  it  by. 

Secondly.  The  currency  of  a country  that  uses  irredeemable 
paper  cannot  be  reinforced  from  other  countries,  and  the  quantity 
of  circulation  within  it  is  limited  by  law. 

Thirdly.  A larger  amount  of  paper  money  is  committed  to  the 
care  of  banks,  and,  when  needed,  is  unavailable. 

The  distinction  between  these  reserves  held  for  investment,  and 
the  reserves  of  banks  held  for  ^he  payment  of  debts,  should  be 
borne  in  mind.  There  is,  however,  this  relation  between  these 
two  descriptions  of  reserves:  Upon  the  sufficiency  of  the  former 
depends  the  efficiency  of  the  latter.  If  the  banks  have  ample 
reserves,  and  no  suspension  of  the  payment  of  deposits  occurs,  the 
money  held  for  investment,  and  intrusted  to  their  keeping  will  be 
used  in  the  purchase  of  merchandise  or  property,  and  thus  aid  in 
the  restoration  of  a normal  condition  of  trade;  but  if  those  depos- 
itories are  deficient  in  reserves  and  unable  to  meet  their  obliga- 
tions, increased  alarm  and  distress  follow.  The  horrors  of  the 
panic  of  1873  were  aggravated  by  the  condition  and  action  of  the 
banks  at  the  time,  and  the  lesson  taught  in  that  hard  school  was, 
that  a legal  requirement  of  an  ample  reserve  fund  is  indispensable 
to  a sound  banking  system.  From  these  considerations  it  would 
appear  that  paper  money  is  not  adapted  to  alleviate  the  evils 
attendant  upon  a panic ; that  prices  under  it  are  subject  to  more  vio- 
lent fluctuations;  that  paper  money  is  inefficient  and  oppressive,  and 
that  these  qualities  are  enhanced  by  a defective  banking  system. 

The  superiority  of  a specie  currency  over  irredeemable  paper  in 
this  respect  consists  not  alone  of  the  fact  that  the  former  is 
hoarded  to  a greater  extent  than  the  latter.  When  a demand  for 
more  money  occurs  within  a country  whose  currency  is  based 
upon  specie,  the  whole  commercial  world  responds.  A panic  is 
then  no  mere  local  affair,  but  a matter  of  world- wide  concern.  A 
stone  thrown  into  a puddle  causes  a great  agitation  of  the 
waters,  but  the  same  stone  dropped  into  the  ocean  produces 
scarcely  a ripple;  and  so  the  severity  of  a panic  is  mitigated  by 
the  volume  and  resistance  of  the  currency. 

A confirmation  of  these  views  is  afforded  by  the  movement  of 
the  gold  premium  during  the  late  panic.  It  fell  at  that  time  to 
the  lowest  point  it  had  reached  for  many  years.  Gold  became 
cheap  and  paper  dear.  There  was  an  urgent  demand  for  the 
money  of  this  country  which  could  not  be  relieved  by  the  money 
of  other  countries.  While  gold  bore  any  premium,  however  low, 
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it  was  impossible  for  us  to  summon  it  to  our  relief  from  abroad. 
The  banks  of  England  and  continental  Europe  were  under  no 
necessity  to  gather  up  gold  in  anticipation  of  a demand  from 
America.  The  debtors  of  those  countries  were  not  pressed  for 
payment.  It  was  an  American  panic  of  peculiar  violence  and 

destructiveness,  but  one  from  which  they  were  protected  by 
our  local  currency  more  effectually  than  by  the  Atlantic 

Ocean.  The  London  banker  on  reading  the  news  may  have  felt 

a sympathy  for  us  in  our  distress,  but  without  alarm  for  his  own 
safety,  just  as  he  could  hear  of  a Mountain  Meadow  massacre  or 
a Modoc  war  without  examining  whether  his  own  rifle  was  in 
good  shooting  order. 

It  was  predicted  at  the  time  by  the  more  enthusiastic  admirers 
of  paper  money  that  the  effects  of  the  panic  of  1873  would  soon 
cease  to  be  felt,  and  that  the  period  of  depression  which  might 
be  expected  to  follow  would  be  comparatively  brief  and  harmless. 
They  reasoned  that  none  of  the  currency  had  been  annihilated; 
that  the  full  amount  was  somewhere  in  the  country,  and  although 
temporarily  driven  into  retirement,  would  re-appear  with  its  accus- 
tomed force  and  activity.  Sufficient  time  has  elapsed,  probably, 
to  impair  the  public  faith  in  this  theory.  The  stern  truth  is  forc- 
ing itself  upon  the  popular  mind,  that  hard  times  are  none  the 
less  hard,  and  no  more  easily  surmounted,  because  of  paper 
money.  The  true  theory  is,  that  a panic  is  a contraction  of 
credit,  not  necessarily  a contraction  of  currency.  It  is  well  under- 
stood that  a little  money  goes  a long  way  in  good  times;  but 
whenever  confidence  is  impaired  and  credit  destroyed  a very  large 
volume  of  currency  is  inadequate.  We  can  imagine  an  isolated 
community,  in  which  every  body  is  willing  to  trust  his  neighbor, 
getting  on  without  money,  at  least  for  a time.  In  the  exchanges 
of  commerce  credit  is  largely  substituted  for  money,  and,  in  the 
progress  of  civilization  and  morality,  will  be  more  largely  substi- 
tuted in  the  future.  The  currency  was  not  contracted  simply 
because  it  was  irredeemable.  It  was  exempt  from  payment,  while 
private  debts  were  not  so  exempt.  The  right  to  exempt  all  debts 
from  payment  may  be  claimed  for  the  Government  on  the  princi- 
ple that  permits  the  issue  of  irredeemable  paper,  but  a universal 
exemption  from  payment  differs  from  a panic  only  as  a deluge 
differs  from  a thunder-storm. 

A reason  for  the  opinion  that  the  hard  times  proceeding  from 
the  late  panic  will  be  protracted  by  the  kind  of  currency  we 
employ,  is  found  in  the  fact  that  the  uncertainty  of  the  value  of 
that  currency,  combined  with  the  possibility  of  the  passage  of 
laws  authorizing  future  payments  in  paper,  have  prevented  the 
introduction  of  foreign  capital,  and  permanently  raised  the  rate  of 
interest  for  long-time  loans  in  this  country.  This  is  but  a natural 
result  of  an  obvious  cause.  That  it  is  so  is  greatly  to  be  regretted 
by  those  who  desire  a return  to  the  specie  standard ; for  almost 
all  the  arguments  in  use  by  the  advocates  of  paper  are  founded 
upon  the  prevailing  distress,  and  must  vanish  with  it.  I am  aware 
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that  the  panic  was  looked  upon  by  some  as  a means  of  bringing 
the  country  to  specie  payments.  But  resumption  was  not  among 
the  immediate  effects  of  the  pressure.  It  may,  however,  lead 
men  to  study  the  nature  of  paper  money,  and  aid  in  restoring 
specie  payment  by  the  formation  of  public  opinion  in  its  favor. 
Resumption  suddenly  forced  upon  the  country  by  a violent  con- 
vulsion might  not  be  permanent. 

If  we  analyze  the  influences  which  sustain  paper  money,  they 
will  be  found  to  proceed  either  from  ignorance  of  the  true  nature 
and  function  of  money,  or  from  a disposition  to  prefer  a present 
advantage  to  that  which  is  more  remote.  The  subject  of  the  cur- 
rency is  one  that  continually  forces  itself  upon  the  public.  It 
requires  a high  degree  of  intelligence  and  boldness  in  its  manage- 
ment, and  a steady  support  from  the  great  body  of  the  people. 
Official  and  commercial  timidity  has  done  much  to  surround  it 
with  difficulties,  while  the  country  is,  in  the  meantime,  getting 
ready  for  resumption,  and  thinking  men  are  settling  down  in  the 
conviction  that  resumption  is  the  only  possible  solution. 

A practical  deduction  from  the  view  I have  taken  of  the  panic 
in  connection  with  the  currency  is,  that  the  right  time  to  resume 
is  whenever  the  signs  of  returning  prosperity  appear.  Credit  will 
be  then  a ready  substitute  for  money,  and  (if  our  theory  is  cor- 
rect) less  money  will  be  needed.  Under  these  favoring  circum- 
stances the  currency  might  be  contracted  imperceptibly  and  with 
no  ill  effects,  if  indeed  contraction  be  a necessary  accompaniment 
of  resumption.  It  must  be  granted  that  resumption  would  render 
contraction  possible,  but  it  should  also  be  remembered  it  would 
also  make  expansion  practicable,  and  that  either  would  be  but  the 
ordinary  and  healthy  movement  of  trade. 


HAS  EMIGRATION  DECLINED  DURING  THE  YEAR  ? 

Official  Report  of  the  Commissioners. 

In  our  November  issue,  we  discussed  the  prevalent  reports  as 
to  the  decline  in  the  movement  of  emigration  to  the  United 
States  from  foreign  countries;  and  we  stated  a number  of  inter- 
esting facts,  for  which  we  were  indebted  to  the  courtesy  of  the 
Commissioners  of  Emigration  at  the  port  of  New  York.  The 
annual  report  of  that  body,  which  is  now  nearly  complete,  fur- 
nishes some  further  details  of  importance.  The  two  questions  on 
which  the  public  interest  centres  are : first,  how  many  immigrants 
arrived  during  the  year;  and  secondly,  how  many  went  back  to 
Europe  disappointed  in  their  hopes  of  finding  a home  in  the 
New  World.  As  to  the  former  question,  the  report  shows  that  the 
arrivals  last  year  were  140,337,  against  282,474  last  year,  and 
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306,667  the  year  before.  As  to  the  second  question,  touching  the 
number  of  former  immigrants  who  returned  to  Europe,  there  are  no 
authentic  records.  But  an  approximate  estimate  may  be  made  from 
fre  subjoined  statement  of  the  number  of  passengers  from  this 
Port  to  foreign  countries  during  the  year: 

Passengers  from  New  York  to  Foreign  Ports,  1874. 

First  Second 

Six  Months.  Six  Months. 

Cabin  passengers 16,045  -•  14,506 

Steerage  passengers - 25,752  ..  40,541 

Total 41,797  ..  55,047 

We  have  here  more  than  66,000  steerage  passengers  outward 
bound  during  1874.  But,  as  shown  in  the  previous  article  on  this 
subject,  these  have  not  all  returned  to  Europe  with  the  intention 
staying  there.  A considerable  proportion  of  the  emigrants  have 
returned,  or  will  return,  after  taking  advantage  of  dull  times  and 
low  fares  to  run  over  and  visit  their  old  homes.  But  this  class 
cannot  comprise  more  than  a third  of  the  number,  which  would 
mdicate  a returning  emigration  of  44,000.  As  these  were  probably 
nearly  all  of  the  better  class  of  immigrants,  the  loss  is  the  greater. 
We  have  kept  the  sick,  the  helpless,  and  the  very  poor,  while 
many  men  of  means  and  ambition,  seeing  little  business  promise 
among  us,  have  taken  their  capital  and  their  skill  back  again. 
On  the  whole,  the  immigration  movement  for  the  past  year  has 
been  smaller  than  for  several  years,  and  there  is  at  present  but 
^ttle  promise  of  improvement.  To  show  the  comparative  movement 
of  previous  years,  the  subjoined  statistics  have  been  prepared,  be- 
ginning with  1856,  the  first  year  in  which  accurate  records  are 
attainable  as  to  arrivals  of  aliens  at  all  ports  in  the  United  States : 


Alien  Immigrants  Arrived  in  the  United  States. 


y>ar. 

I8J6 

Boston. 

16,700 

Philadelphia. 

6,979  -- 

Baltimore. 

6,117  .. 

New  York. 

140,757  .. 

All  Ports. 
200,036 
250,882 
122,872 

'*57 

15.449 

5»3J4  - 

$1  :: 

188,320 

185S 

6,387 

2,294  -- 

80,848 

'|59 

10.313 

3,313  -- 

3,448  .. 

1,634  .. 

3,546  -- 

86,449  .. 

121,075 

153,418 

i860 

,0>759 

6,709  .. 

IU461 

*86* 

5.478 

3,725  *. 

70,063  .. 

91,823 

1862 

4.123 

M37  -- 

2,240  .. 

78,395  •• 

91,825 

‘^3 

7.217 

3,688  .. 

1,072  .. 

,51,956  .. 

176,215 

'*4 

6,347 

4,240  .. 

2,9I§ 

,74434  -- 

I934I2 

% 

10,007 

1,560 

4458  -• 

190,372 

249,052 

1866 

I3»33I 

12,832 

18,879 

2,767  .. 

9,529  *• 

232,020 

3i8,49i 

298,358 

1867 

2,193  .. 

9,427  -• 

251,753  - 

221,226 
269,154 
227,182 

1868 

1,603  -* 

10,933  -• 

297,215 

1869 

32,734 

1,184  -- 

”,595  •• 

9,34«  . - 

395.922 

I87O 

3Li»8°4 

582 

37»,796 

I87I 

25, 938 

536 

11,036 

242,291 

367,789 

1872 

29,9<H 

33,688 

395  -- 

18,596  .. 

306,667 

449483 

i873 

4,257  -- 

15,442  .. 

282,474  .. 

437,004 

Total 

. . 

292,890 

.. 

51,636  .. 

139,361 

3,301,822 

4,593.668 
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RAILROAD  PROGRESS  IN  1874. 

The  growth  of  our  railroad  net-work  since  the  panic  has  not 
advanced  with  the  perilous  headlong  speed  of  previous  years.  The 
Railroad  Gazette  reports  1,923  miles  built  during  the  year.  On 
this  showing,  the  railroad  system  of  the  United  States  on  the  1st 
January,  1875,  consisted  of  72,574  miles.  In  1873  the  new  con- 
struction amounted  to  twice  that  of  1874,  but  the  distribution  of 
the  work  in  the  various  States  shows  considerable  diversity,  as 
will  be  seen  by  the  subjoined  table : 


Mileage  of  New  Railroads  in  1873  and  1874. 


Alabama 

1874. 

iS 

1873. 

2 

Missouri 

1874. 

31 

1873. 

236H 

Arkansas 

18 

217K 

Nebraska 

41 

California 

85 

Nevada 

40 

18 

Colorado  

12  3 

121 

New  Hampshire 

45 

60 

Connecticut 

29 

New  Jersey 

39 

4°X 

Delaware 

16 

2\'/2 

New  York 

■a* 

242X 

Dakota 

Xo'/2 

North  Carolina 

15 

District  of  Columbia. . 

7 

Ohio 

14-2)4 

184 

172 

Florida 

18 

. . 

Pennsylvania 

203 

Georgia 

. . 

122 

Rhode  Island 

14 

22 

Illinois 

212 

■eg 

South  Carolina 

88 

Indiana 

206 

34 

Tennessee 

. . 

u4 

Iowa 

93 

Texas 

75 

385  X 

Kansas 

61 

36 

Utah 

43 

85 

53 

Kentucky 

3«x 

65* 

Vermont 

5 

Maine 

37X 

Virginia 

72# 

3b 

Maryland 

5 

34 

Washington  Territory 

6 

5° 

Massachusetts 

3* 

»«7X 

West  Virginia 

Michigan 

I96 

Wisconsin 

93 

320# 

Minnesota 

Mississippi 

36 

27 

48 

7 

Total 1,923 

3.883 

From  these  figures  we  find  that  two-thirds  of  all  the  new  rail- 
roads built  during  the  last  twelve  months  have  been  in  the  States 
of  Illinois,  Indiana,  Pennsylvania,  Ohio,  New  York,  and  Califor- 
nia. This  fact  is  of  no  small  importance.  It  illustrates  the  con- 
servative and  cautious  principles  which  preside  over  our  present 
work  in  the  field  of  railroad  enterprise.  It  shows  that  the  most 
capital  has  been  spent,  and  that  the  greatest  activity  has  been  devel- 
oped, in  the  railroad  net-work  of  those  parts  of  the  country  which 
are  most  rich  in  population,  in  potential  wealth  and  in  pro- 
ductive power.  In  strong  contrast  with  this  are  the  records  of 
previous  years.  Thus,  while  we  spent  on  railroads  in  the  New 
England  and  Middle  States  58  millions  of  dollars  in  1872  and 
103  millions  in  1873 ; the  railroads  of  the  Western  and  Southern 
States  absorbed  no  less  than  133  millions  of  dollars  In  1872,  and 
17 p millions  in  1873,  the  year  of  the  panic.  It  has  been  one  of  the 
chief  errors  of  our  railroad  policy  that  we  have  built  too  many 
roads  in  sections  where  they  cannot  hope  to  pay  interest  on  their 
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c°st  for  many  years  to  come.  Dividing  the  States  into  groups, 
find  the  railroad  progress  of  the  last  two  years  compares  as 

follows : 


Recapitulation  by  Groups. 

1874.  1873. 

New  England Miles.  130  ..  282 

Middle  States 364  ..  507 

kputh  Atlantic  States,  including  Florida 169  ..  295 

States  (west  of  Florida) 120  ..  394 

kouth  Interior  States  (Ark.,  Tenn.,  Ky.  and  W.  Va.) 49  ..  463 

jj°rth  Interior  (Ohio,  Mich,  and  Ind.) 397  ..  453 

Northwestern  States  (111.,  Wis.,  Minn.,  Ia.,  Mo.,  Kan.,  and  Neb.)  467  ..  1,050 

rar  West  Interior  (Col.,  Utah,  Dak.,  Nev.) 106  ..  304 

Pacific  Coast 121  ..  135 

Total Miles.  1,923  ..  3,883 


It  has  been  pointed  out  that  the  additions  last  year  to  our  rail- 
road system,  small  as  they  may  seem  to  us,  have  exceeded  the 
yearly  average  of  railroad  construction  effected  in  England,  or  by 
any  of  the  nations  of  Continental  Europe  during  the  past  ten 
years.  Moreover,  there  is  the  advantage  that  we  have  not,  as  in 
previous  years,  been  building  our  railroads  with  borrowed  money 
^en  out  of  the  vaults  of  banks,  or  of  bankers  who  dared  to  incur 
the  risks  of  generating  a panic  by  lending  money  for  fixed, 
permanent  investments  when  they  borrowed  it  on  call  or  at 
short  notice.  This  dangerous  policy  is  no  longer  dominant  among 
us.  The  immense  sums  of  money  which  went  into  our  railroad 
construction  for  several  years  prior  to  the  panic,  as  is  well  known, 
were  derived  from  call  loans  to  an  unprecedented  extent.  Just 
& happened  in  England,  in  the  railroad  mania  of  1844  to  1847 
and  in  that  of  1864  to  1866,  a number  of  banks  and  bankers, 
ambitious  of  higher  profits  than  could  be  gained  by  legitimate 
business,  caught  the  speculative  mania  of  the  time,  and  embarked 
in  railroad  building  to  an  unsafe  extent,  bequeathing  to  the 
future  a large  amount  of  bad  work,  which  had  to  be  done  over 
again  before  the  growing  edifice  of  our  railroad  system  could 
become  durable  and  strong.  Prior  to  the  outbreak  of  the  panic 
of  1873  the  activity  of  railroad  building  had  begun  to  abate.  The 
aggregate  of  new  lines  opened  in  1872  reached  6,809  miles,  and 
in  1871,  the  largest  year  on  record,  7,579  miles.  This  decrease 
had  been  occasioned  by  the  causes  to  which  we  have  referred 
above,  as  well  as  by  the  resulting  pressure  in  the  money  market, 
and  by  the  fact  that  railroad  building  had  already  been  overdone. 
The  following  figures  show  the  annual  mileage  of  new  railroads 
built  for  ten  years  past: 


New  Railroads  constructed  in  the  United  States,  1865-74. 

Miles.  Miles. 


1865  

1866  .. 

1,177 

1,742 

1867  

1868 

2,449 

2,979 

1869 

4.953 

1870 1 

5>525 

1871  

1872  

:::::::::::  US 

1873 

1874 
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GOVERNOR  TILDEN’S  MESSAGE  TO  THE  NEW  YORK 
LEGISLATURE. 

One  of  the  most  sound  and  timely  State  papers  ever  issued  by 
a Governor  of  New  York  is  the  message  just  presented  to  the 
Legislature  at  Albany.  Among  its*  other  good  results,  it  can 
scarcely  fail  to  produce  a favorable  effect  on  the  credit  of  our  State 
securities.  Mr.  Tilden  gives  a detailed  statement  of  the  condition 
of  the  State  Treasury,  showing  a balance  of  $ 6,494,881*44.  On 
the  30th  of  September,  1874,  the  total  funded  debt  of  the  State 
was  $30,199,456*40,  the  actual  reduction  during  the  year  being 
$6,024,950.  The  State  tax  levy  for  the  year  amounted  to  7*^ 
mills;  the  total  tax  will  be  $15,727,482,  about  $900,000  in  ex- 
cess of  the  amount  levied  during  the  preceding  fiscal  year. 

In  regard  to  the  canals,  the  Governor  lays  down  the  principle, 
that,  although  the  State  is  in  one  sense  the  owner  of  these  great 
highways  of  commerce,  because  it  has,  by  taxation,  supplied  the 
money  to  construct  them,  still,  in  another  sense,  the  State  of  New 
York  is  nothing  more  than  a trustee,  having  control  over  the  canals 
for  the  benefit  of  the  general  commerce  of  the  country  at  large. 
He  shows  that,  during  the  last  three  years,  the  income  of  the 
Erie  Canal,  considered  alone,  has  been  $8,143,536  21,  and  its 
expenses  $ 5,079,063*30,  yielding  a surplus  of  $ 3,064,472*91,  or 
an  average  for  each  year  of  $1,021,490*97.  The  excess  of  ex- 
penditure over  income  of  the  three  other  canals  which  are  to  be 
retained  by  the  State,  has  been  $ 1,820,002*14,  or  three-fifths  of 
the  surplus  produced  by  the  Erie.  Considering  the  four  as  a 
system  collectively,  the  surplus  has  been  $ 1,244,470*77,  or  an 
average  for  each  year  of  $414,823*59.  During  the  same  three 
years  the  five  other  canals  to  which  the  constitutional  amendment 
applies,  have  given  an  income  of  $ 119,864*45,  or  for  each  year,  of 
$39,954*81,  against  an  expenditure  of  $ 1,596,499*74,  or  for  each 
year,  of  $ 532,166*59.  They  have  consumed  all  the  net  income  of 
the  paying  canals,  and  have  charged  the  State  with  a loss  of 
$232,164*52,  or  for  each  year,  $77,388*17.  In  addition  to  this 
annual  loss,  the  whole  burden  of  the  sinking  fund  to  pay  the 
canal  debt  is  thrown  upon  the  State. 

A large  part  of  the  message  is  devoted  to  the  new  Amendments 
to  the  State  Constitution,  and  to  the  proposed  legislation  for  the 
punishment  of  frauds  in  officials,  and  for  the  prevention  of  future 
scandals,  like  those  which  have  lately  inflicted  such  stupendous 
losses  on  the  city  of  New  York.  As  the  legislation  on  these  im- 
portant subjects  may  be  expected  to  occupy  so  large  a part  of 
the  session,  the  Governor  has  not  seen  it  right  to  propose  other 
reforms,  such  as  that  of  the  usury  laws,  which  are  not  just  now  so 
clamorously  demanded  as  formerly  by  public  opinion. 
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In  conformity  to  the  example  of  some  of  his  most  illustrious 
predecessors,  Governor  Tilden  gives  utterance  to  some  wholesome 
doctrines  about  the  currency,  and  condemns  the  current  fallacies 
on  the  subject.  He  says:  “The  illusion  is  too  common  that  an 
additional  issue  of  currency  in  legal  tenders  or  bank  notes  would 
alleviate  the  distress  now  felt  in  business,  cause  a general  rise  of 
prices,  and  revive  a seeming,  if  not  a real  prosperity.  Thus  many 
are  tempted  to  desire  or  to  acquiesce  in  a demand  upon  the 
Federal  Government  to  put  out  new  promises  to  pay,  while  it  is 
yet  in  a long-continued  default  as  to  those  heretofore  made;  and 
to  do  so  after  ten  years  of  peace,  while  having  no  better  excuse 
for  its  present  default  than  lack  of  skill  in  applying  its  abundant 
resources  to  the  restoration  of  the  public  faith.  The  hope  of  bene- 
fits to  any  class  from  such  an  unsound  policy  would  prove  to  be 
completely  fallacious.  It  would  prolong  and  intensify  the  evils 
sought  to  be  alleviated.  This  conclusion  is  clear  upon  principle, 
and  in  our  own  experience. 

“If  the  currency  be  redeemable,  the  wants  of  the  community, 
and  not  the  wishes  of  the  banks,  will  determine  the  amount  which 
will  remain  outstanding.  All  that  Government  ought  to  do  toward 
fixing  that  amount  is  to  provide  methods  to  enforce  payment  by 
the  issuers  of  such  notes  as  the  holders,  not  wishing  to  use,  return 
to  the  issuers  for  redemption. 

“ It  is  true  that  in  times  of  speculation  the  currency  increases. 
Transactions  become  more  numerous.  Higher  prices  cause  the 
same  transactions  to  absorb  more  of  the  medium  of  payment. 
There  is  greater  disposition  to  provide  for  contemplated  or  possible 
operations.  There  is  less  care  to  economize  the  loss  of  interest  on 
the  amount  kept  on  hand.  In  times  of  depression  all  these  con- 
ditions are  reversed.  During  the  long  period  of  downward  ten- 
dencies, from  1837  t0  1842,  the  currency  fell  of  itself  to  about 
one-half  its  amount  at  the  beginning  of  the  period.  . . 

“ It  is  only  by  artificial  changes  in  the  currency — generally  made 
by  Government — that  the  currency  itself  becomes  the  primal  source 
of  speculation.  In  fact,  it  nearly  always  happens  that  speculative 
purchases  are  originally  made  on  personal  credit,  evidenced  by 
open  account  or  notes  of  hand.  The  banks  are  applied  to  only 
at  the  expiration  of  the  original  credit;  and  then  what  is  wanted 
is,  not  a continued  use  of  bank  notes,  but  a loan  of  capital.  Bank 
notes  are  one  of  the  wheels  in  the  machinery  of  credit.  They 
have  no  quality  peculiar  in  its  action  on  prices,  or  different  in  its 
action  on  prices,  from  any  other  part  of  the  machinery  of  credit. 
The  currency,  at  its  present  amount  of  bank  notes  and  legal 
tenders,  is  less  than . the  deposits,  and  is  but  a small  fraction  of 
the  whole  existing  mass  of  credits,  including  book  accounts,  notes 
of  hand,  drafts  and  bills  of  exchange.  And  new  forms  of  credit 
machinery  are  capable  of  being  invented  indefinitely,  as  when,  in 
September,  1873,  the  New  York  Associated  Banks  created  a cur- 
rency of  twenty  millions  of  certificates,  to  be  used  in  the  exchanges 
between  themselves.” 
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In  his  views  on  these  topics  Governor  Tilden  agrees  with  - 
Thomas  Tooke  and  the  advocates  of  what  is  called  the  Banking 
theory,  in  distinction  from  the  Currency  theory,  defended  by  Lord 
Overstone  and  embodied  in  the  Bank  of  England.  As  to  the  in- 
flation of  prices,  Mr.  Tilden  attributes  it  to  the  issue  of  legal-ten- 
der paper  money,  and  to  the  excessive  amounts  of  such  paper 
forced  into  circulation.  He  says: 

“There  is  no  doubt  that  the  issue. of  legal  tenders  during  the 
civil  war  hastened  and  greatly  increased  that  inflation  of  prices  which 
naturally  resulted  from  the  increased  consumption  and  the  waste 
caused  by  military  operations,  and  from  the  diminished  production 
occasioned  by  so  large  a withdrawal  of  workers  from  their  or- 
dinary industries.  It  is  the  nature  of  credit  to  be  voluntary.  It 
is  founded  on  confidence.  Credit  on  compulsion  is  a solecism. 
So  that  a forced  loan  of  capital  from  all  existing  private  creditors 
cannot  but  be  costly.  It  was  made,  in  this  instance,  on  a secur- 
ity which  bore  no  interest,  and  interest  on  w’hich  could  only  be 
represented  in  discount  from  its  par  value.  It  gave  to  the  lender 
an  agreement  to  pay,  which,  being  instantly  due  on  demand, 
started  in  its  career  a broken  and  dishonored  promise.  . . . 

“An  excess  beyond  what  is  capable  of  being  used  for  the  busi- 
ness of  society  is  now,  for  the  first  time,  distinctly  indicated.  The 
movement  of  the  crops  in  the  last  autumn — which  requires  some- 
thing like  one-tenth  addition  to  the  ordinary  amount — created  no 
stringency.  The  banks  have  voluntarily  withdrawn  some  millions 
of  their  circulation.  It  is  probable  that  the  amount  capable  of 
being  absorbed  by  the  business  of  the  country,  will  continue  to 
fall  for  a long  period.  In  such  a condition  of  business,  of  credit 
and  of  the  public  temper,  a new  issue  of  currency  would  not 
cause  a rise  of  prices,  unless  it  were  so  excessive  as  to  occasion 
speculative  depreciation,  or  distrust  of  ultimate  redemption.  It 
could  not  reanimate  the  dead  corpse  of  exhausted  speculation.  A 
period  of  quiescence  must  ordinarily  precede  a renewal  of  the 
spirit  of  adventurous  enterprise.” 

The  Governor  next  passes  to  the  depression  of  business,  and 
traces  it,  in  part,  to  the  same  causes  which  produced  so  many 
other  financial  evils.  He  says:  “The  distress  now  felt  is  incident 
to  the  continued  fall  of  values,  which  is  the  descending  part  of 
the  cycle  through  which  they  must  pass  after  bein^  forced  up  to 
an  unnatural  elevation.  The  want  felt  is  a want  of  capital,  which 
the  party  does  not  own,  and  has  not  the  credit  to  borrow;  not  a 
lack  of  currency.  It  is  caused  by  investments  in  enterprises  which 
have  turned  out  to  be  wholly  or  partially  bad,  or  which  give 
slower  returns  than  was  anticipated;  by  too  much  conversion  of 
circulating  capital  into  fixed  capital;  by  excessive  undertakings  or 
engagements,  induced  by  a reliance  on  a credit  that  was  transient. 
In  a period  of  falling  prices,  good  property  becomes  less  converti- 
ble. It  loses  its  circulatory  quality.  It  almost  ceases  to  be  a re- 
source to  obtain  money. 
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“These  inconveniences  would  not  be  removed  if  the  Govern- 
ment should  put  out  legal  tenders  and  take  in  a corresponding 
amount  of  bonds,  or  if  a bank  should  deposit  bonds  and  receive 
notes  in  exchange.  Still,  the  individual  distress  for  the  want  of 
capital  would  have  no  additional  means  to  buy  or  borrow  these 
new  issues,  which  the  new  owner  would  obtain  only  by  paying 
for  them.  A diminution  of  the  Government  bonds  outstanding  is 
a condition  of  the  increase  of  legal  tenders  or  bank  notes.  If  an 
embarrassed  person  could  obtain  the  Government  bonds  surren- 
dered or  deposited,  he  would  be  as  much  relieved  by  his  power 
to  dispose  of  them  as  he  would  by  a power  to  dispose  of  the 
legal  tenders  or  bank  notes.  His  difficulty  is  that  he  is  equally 
unable  to  obtain  either.  He  has  not  the  means  to  buy  or  the 
credit  to  borrow  them.  What  he  wants  is  something  to  make  his 
bad  investments  good — his  slow  investments  current;  something  to 
make  his  property  convertible — to  impart  to  it  a circulating  quality, 
as  when  there  is  a general  rise  of  values  under  a speculative  excite- 
ment, and  everybody  is  disposed  to  buy,  and  everything  finds  a ready 
market.  He  wants  something  to  create  in  others  a disposition  to 
buy,  in  order  that  he  may  be  able  to  sell.  This  is  what,  in  the 
present  state  of  things,  an  increase  of  the  currency  will  not  do. 
It  would  not  act  mechanically  on  prices.  It  does  not  operate  by 
physical  means.  It  simply  influences  the  minds  of  men.  It 
induces  them  to  buy,  and  in  the  effort  to  do  so  they  bid  up 
prices.  It  is  only  when  the  minds  of  men  are  disposed  to  receive 
an  impulse  toward  buying,  that  such  an  effect  is  produced.  When 
speculators  go  into  the  market  to  influence  others  to  buy,  in  order 
that  they  may  sell,  the  conference  usually  ends  in  a fall.  Even 
when  speculators  go  into  the  market  to  sell  on  an  event  expected 
to  cause  a rise,  the  result  is  commonly  a fall.  Every  body  can- 
not get  out  at  once  at  the  expense  of  others.” 

This  leads  us  to  the  remedy,  which  is  redemption  and  resump- 
tion. Mr.  Tilden  argues  that  this  is  the  only  cure  for  the  mala- 
dies that  afflict  our  currency,  our  credit,  and  our  commerce. 
€*  The  Federal  Government,”  he  says,  “ is  bound  to  redeem  every 
portion  of  its  issues  which  the  public  do  not  wish  to  use.  Having 
assumed  to  monopolize  the  supply  of  currency  and  enacted  exclu- 
sions against  every  body  else,  it  is  bound  to  furnish  all  which  the 
wants  of  business  require.  The  case  is,  as  if  the  Government 
should  undertake  to  monopolize  the  supply  of  lake  propellers  or 
canal  boats  to*  bring  grain  to  market.  If  it  should  not  furnish 
enough,  the  derangement  of  business  and  the  distress  of  producers 
and  consumers  would  be  intolerable.  While  securing  redemption, 
the  Government  should  organize  a system  which  passively  allows 
the  volume  of  circulating  credits  to  ebb  and  flow,  according  to 
the  evefrchanging  wants  of  business. 

“The  ability  of  the  Federal  Government  to  resume  specie  pay- 
ments is  thus  simply  a question  of  its  command  of  resources  to 
pay  such  portions  of  the  circulating  credits  it  has  issued  as  the 
public,  not  wishing  to  use,  may  return  upon  it  for  redemption. 
38 
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The  amount  to  be  paid  can  not  be  considered  large,  in  compari- 
son with  its  financial  operations.  It  has  the  taxing  power,  and  by 
reducing  its  expenditures  could  accumulate  an  adequate  surplus. 
It  has  the  borrowing  power  and*  good  credit.  It  can  make  per- 
manent loans  and  pay  the  Treasury  notes  which  are  returned  for 
redemption.  It  can  convert  them  or  fund  them  into  interest-bear- 
ing securities.  In  that  case  they  would  cease  to  be  currency,  and 
would  take  their  place  among  investments  like  National,  State, 
municipal,  railroad,  or  other  corporate  bonds,  or  any  of  the  numer- 
ous forms  of  moneyed  securities,  of  which  many  thousand  millions 
are  held  in  our  country.  The  circulatory  quality,  in  securities  of 
equal  general  credit,  is  chiefly  a question  of  the  rate  of  interest 
they  bear. 

“The  amount  of  coin  necessary  for  resumption  is,  first,  an  ade- 
quate reserve  to  meet  the  demand  for  exportation,  for  which  the 
Treasury  would  become  the  universal  reservoir;  and  second,  a sur- 
plus sufficient  fully  to  assure  the  people  that  the  Treasury  supply 
would  not  be  exhausted.  The  power  to  command  coin  as  the 
owner  of  foreign  bills  of  exchange,  or  in  other  forms,  would,  to  a 
large  extent,  be  equivalent  to  possessing  coin.  Beyond  such  an 
amount  of  coin,  the  question  is  simply  a question  of  capital. 

“The  exact  time  of  actual  resumption,  the  process,  the  specific 
measures,  the  discreet  preparations — these  are  business  questions 
to  be  dealt  with  in  view  of  the  state  of  trade  and  of  credit 
operations  in  our  own  country,  the  course  of  foreign  commerce 
and  the  condition  of  the  exchanges  with  other  nations,  the  cur- 
rents of  the  precious  metals,  and  the  stocks  from  which  a supply 
would  flow  without  undue  disturbance  of  the  markets  of  other 
countries.  These  are  matters  of  detail,  to  be  studied  on  the  facts 
and  figures.  They  belong  to  the  domain  of  practical  administra- 
tive statesmanship.  It  is  quite  clear  that  the  problem  ought  to  be 
worked  out,  without  costing  the  country  any  thing  like  such  dis- 
turbance in  its  business  and  industries  as  the  operations  of  the 
Federal  Government  during  the  last  ten  years  have  repeatedly 
created.” 

After  some  further  arguments  on  this  subject,  the  Governor  pro- 
ceeds to  insist  upon  administrative  economy  and  lighter  taxation.' 
He  concludes  as  follows : 

“In  the  decade  beginning  July,  1865,  the  people  will  have 
paid  in  taxes,  computed  in  currency,  seven  thousand  millions  of 
dollars.  Three-fifths  were  for  the  use  of  the  Federal  Government, 
and  two-fifths  for  the  State  and  municipal  governments.  It  is 
doubtless  true  that  some  portions  of  the  municipal  expenditures 
were  for  objects  not  strictly  governmental.  But  it  can  not  be 
questioned  that  much  too  large  a portion  of  the  whole  Bet  earn- 
ings of  industry,  and  of  the  whole  net  income  of  society,  is  taken 
for  the  purpose  of  carrying  on  government  in  this  country.  The 
burden  could  more  easily  be  borne  when  values  were  high  and 
were  ascending.  As  they  recede  toward  their  former  level,  the 
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taxes  consume  a larger  quantity  of  the  products  which  have  to  be 
sold  in  order  to  pay. them.  They  weigh  with  a constantly  increas- 
ing severity  upon  all  business  and  upon  all  classes.  They  shrivel 
up  more  and  more  the  earnings  of  labor.  This  condition  of  things 
ought  to  admonish  us,  in  our  respective  spheres,  to  be  as  absti- 
nent as  possible  in  appropriations  for  public  expenditures.  If  the 
cost  of  government  in  our  country  were  reduced,  as  it  ought  to 
be,  one-third,  it  would  still  be  larger  than  a few  years  ago,  taking 
account  of  the  prices  of  the  products  which,  in  order  to  pay  that 
cost,  we  are  compelled  to  convert  into  money. 

“The  people  are  less  able  to  bear  such  taxation,  by  reason  of 
the  want  of  efficiency  and  economy  in  production,  and  the  want 
of  frugality  in  consumption,  generated  by  the  causes  already  indi- 
cated, and  also  by  reason  of  the  failure  to  completely  renew  the 
productive  energies  and  activities  of  the  States  of  the  South,  which 
furnish  about-half  of  the  exportable  commodities  of  the  country 
other  than  specie,  which  are  large  consumers  of  our  manufactures 
and  productions,  and  which  make  us  their  carriers,  merchants,  and 
bankers  in  alf  their  domestic  and  foreign  transactions. 

“ If  public  necessities  must  wring  so  much  from  the  earnings  of 
individuals,  taxation  must  become  scientific.  In  our  new  condition 
all  the  problems  of  administration  have  become  more  difficult. 
They  call  for  more  intellect  and  more  knowledge  of  the  experience 
of  other  countries.  They  need  to  become  the  engrossing  theme 
of  the  public  thought  in  the  discussions  of  the  press  and  in  the 
competition  of  parties,  which  is  the  process  of  free  institutions. 
The  people  must  once  more  give  their  minds  to  questions  that 
concern  the  ordinary  conduct  of  government,  if  they  would  have 
our  country  to  start  afresh  in  a career  of  prosperity  and  renown.” 


RESUMPTION  BY  BORROWING  GOLD. 

The  National  Board  of  Trade  held  a meeting  9th  December, 
1874,  in  Washington,  at  which  a resolution  was  unanimously 
adopted  to  recommend  to  Congress  to  borrow  four  hundred  millions 
of  gold  as  a means  of  resuming  specie  payments.  The  meeting 
was  composed*  of  representatives  from  the  Boards  of  Trade  of 
Boston,  Buffalo,  Chicago,  Detroit,  Milwaukee,  Philadelphia,  Port- 
land, St.  Louis,  and  Baltimore.  After  a full  discussion  of  this 
subject  during  most  of  three  days  had  elicited  a great  diversity  of 
views,  the  following  “ Plan  * for  the  restoration  of  Specie  Payments 
by  the  Treasury  of  the  United  States”  was  agreed  upon  without 
one  dissenting  voice  or  vote.  It  was  also  ordered  to  be  laid  before 
the  Secretary  of  the  Treasury,  the  Senate  Finance  Committee,  and 
the  House  Committees  on  Banking  and  Currency  and  Ways  and 
Means ; which  was  subsequently  done.  The  document  is  subjoined : 
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A Plan  for  the  Resumption  of  Specie  Payments  by  the 
. Government  of  the  United  States. 

First. — That  the  Secretary  of  the  Treasury  shall  be  authorized 
to  borrow  the  sum  of  two  hundred  (200)  millions  of  dollars  in 
gold,  at  a rate  of  interest  not  exceeding  four-and-a-half  (4 j4)  Per 
cent,  per  annum,  the  interest  on  which  shall  be  payable  half-yearly 
in  gold,  and  the  principal  thereof  be  reimbursable  in  gold  at  the 
expiration  of  thirty  (30)  years  from  the  date  of  its  negotiation. 
Said  loan  shall  be  sold  at  such  price  in  gold  as  the  Secretary  may 
deem  proper,  and  shall  be  paid  for  by  the  purchasers  at  such  times 
and  in  such  proportions  as  the  Secretary  may  deem  expedient  for 
the  purposes  of  this  act.  Provided , however,  that  the  whole  sum 

shall  be  paid  into  the  Treasury,  within  two  years  from  the  passage 
of  this  act : Pro^nded,  further , that  the  Secretary  of  the  Treasury, 
in  offering  this  loan,  may,  in  his  discretion,  offer  to  receive  a por- 
tion, not  exceeding  thirty-three  and  one-third  per  cent,  of  each 
installment  of  the  proceeds  thereof,  in  United  States  Treasury 
notes,  said  notes  to  be  canceled  and  destroyed  as^  received  into 
the  Treasury. 

Second. — The  gold  proceeds  of  said  loan  shall  be  applied  for  the 
redemption  of  the  outstanding  legal-tender  notes  and  fractional 
currency  of  the  United  States,  which  shall  be  canceled  and  de- 
stroyed as  the  same  shall  be  redeemed. 

Third. — So  much  of  the  proceeds  of  said  loan  as  shall  be  requi- 
site shall  be  applied  to  the  purchase  of  silver  bullion,  and  to  the 
coinage  thereof,  in  such  amount  and  in  such  denominations  as 
may  be  sufficient  to  redeem  the  outstanding  fractional  currency  of 
the  United  States. 

Fourth. — The  Secretary  of  the  Treasury  shall  be  authorized  to 
borrow,  at  any  time  after  the  first  day  of  January,  1877,  the  sum 
of  two  hundred  (200)  millions  of  dollars,  or  any  part  thereof,  at 
a rate  of  interest  not  exceeding  four  (4)  per  cent,  per  annum,  the 
interest  on  which  shall  be  payable  semi-annually  in  gold,  and  the 
principal  of  which  shall  be  reimbursable  in  gold  on  the  first  day 
of  January,  A.  D.  1917,  on  such  terms  in  gold  as  he  may  deem 
advisable,  and  the  proceeds  of  said  loan  shall  be  made  payable 
into  the  Treasury  at  such  times  as  the  Secretary  may  deem  ad- 
visable; but  the  whole  of  said  loan  shall  be  paid  into  the  Treasury 
before  the  first  day  of  July,  A.  D.  1878,  and  the  proceeds  of  said 
loan  shall  be  applied  to  the  redemption  of  the  outstanding  Treasury 
notes  of  the  United  States:  Provided,  however,  that  if  the  Secretary 
of  the  Treasury,  with  the  approbation  of  the  President,  shall  deem 
it  expedient  to  offer  said  loan  for  sale,  payable  in  the  Treasury 
notes  of  the  United  States,  he  shall  be  authorized  to  sell  said  last 
mentioned  loan  of  two  hundred  (200)  millions  of  dollars,  in  sums 
not  exceeding  twenty  (20)  millions  of  dollars  at  any  one  time,  to 
the  highest  bidder  therefor,  and  to  receive  in  payment  for  the  pro- 
portions of  said  loan  so  sold  any  outstanding  Treasury  notes  of 
the  United  States,  and  upon  the  receipt  thereof  said  notes  shall 
be  canceled  and  destroyed. 
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Fifth. — The  said  two  loans  of  two  hundred  (200)  millions  each 
may  at  any  time  after  the  issue  thereof  be  substituted  by  the 
National  Banks  of  the  United  States,  as  security  for'  the  notes 
issued  by  them  for  the  loads  of  the  United  States,  now  authorized 
to  be  deposited  for  the  security  of  said  notes. 

Sixth. — Six  months  after  the  passage  of  this  act,  all  limitations 
upon  the  amount  of  National  Bank  notes  to  be  issued,  and  the 
location  of  the  banks  issuing  the  same,  shall  be  repealed. 

Seirnth. — Whenever  by  the  operation  of  this  act  any  portion  of 
the  Treasury  notes  or  fractional  currency  of  the  United  States  shall 
be  redeemed,  canceled  and  destroyed,  as  aforesaid,  no  new  issues 
of  such  Treasury  notes  or  fractional  currency  shall  be  made. 

On  this  plan,  Mr.  B.  F.  Nourse,  of  Boston,  makes  the  following 
report  to  the  Board  of  Trade  of  that  city : 

“ This  recommendation  will,  upon  examination,  be  found  in  close 
accordance  with  the  suggestions  (which  did  not  take  the  form  of 
a defined  plan)  in  the  report  of  the  Secretary  of  the  Treasury.  It 
differs  in  two  respects : first,  in  not  proposing  any  repeal  of  the 
legal-tender  law,  which  the  Council  held  could  not  be  done  with- 
out providing  for  coincident  payment  of  the  legal-tender  notes, — 
which  would  itself  be  specie  resumption, — and  that  therefore  it  is 
best  to  leave  to  those  notes  their  existing  character,  until  they 
shall  gradually  be  retired,  with  prohibition  upon  reissue ; and 
second,  in  providing  for  a gold  loan  of  two  hundred  million  dollars, 
as  a step  preliminary  to  any  other  action  looking  toward  specie 
payments  by  the  Treasury ; whereas,  the  suggestion  of  the  Secretary 
was  to  make  such  loans  as  might  be  required,  and  whenever  re- 
quired, in  the  course  of  the  resumption  which  he  proposed.  This 
difference  was  one  of  simply  inversion  in  the  order  of  proceeding. 

“The  Council  had  great  satisfaction  in  uniting  heartily  upon  a 
plan  which  was  substantially  the  same  as  the  Secretary  had  recom- 
mended, the  latter  having  been  received  with  extraordinary  favor 
throughout  the  country.  That  measure,  or  series  of  measures,  for 
the  restoration  of  a sound  currency,  which  shall  work  the  highest 
benefit  and  the  least  injury,  must  contain  in  its  terms  assurance  of 
its  success;  of  continual  progress  toward  the  desired  result,  and 
of  gradual  and  moderate  action,  commanding  the  confidence  of 
the  people  from  the  day  of  its  enactment,  so  that  productive  in- 
dustry, now  so  largely  inactive,  may  be  renewed ; that  capital  and 
labor,  now  so  largely  idle  or  poorly  paid,  may  find  profitable  em- 
ployment ; and  that  prosperity  may  quickly  be  restored.  The 
method  must  command  the  approval  of  capitalists  and  political 
economists,  or  the  loans  required  for  its  accomplishment  cannot  be 
negotiated  on  terras  such  as  the  wealth  and  stability  of  our  country 
should  command.  The  Council  believe  that  the  plan  presented  by 
them  has  these  requisites. 

“The  first  loan  proposed  is  upon  bonds  having  thirty  years  to 
run,  because  such  bear  a higher  value  than  bonds  that  may  be 
redeemed  in  five  or  ten  years ; bearing  four  and  one-half  per  cent. 
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interest,  because,  under  the  operation  of  the  whole  plan,  and  for 
the  object  designed,  the  bonds  at  four  and  one-half  per  cent,  to 
run  thirty  years,  should  be  worth  par  or  a premium  in  the  money 
markets  of  the  world;  not  limited  as  \o  the  price  for  which  they 
shall  be*  sold,  because,  when  offered,  the  bonds  will  command 
their  full  market  value,  and  no  limitation  can  force  upon  them  a 
higher  one. 

“This  loan  for  two  hundred  millions  gold  is  proposed  as  the 
first  step  in  the  plan,  because  it  is  prudent  to  secure  the  means 
of  redeeming  the  paper  currency  before  giving  any  pledge  for  that 
redemption;  and  the  two  years  are  allowed  to  the  subscribers  for 
the  loan  for  paying  it  into  the  Treasury  by  installments,  to  avoid 
any  disturbance  of  the  gold  markets  of  the  world  by  ample  notice, 
and  to  give  time  for  due  preparation  of  all  interests  to  meet  such 
changes  as  might  arise  under  the  operation  of  the  act.  Should 
such  a loan  be  taken  largely  or  wholly  in  Europe,  it  does  not 
follow  that  it  would  cause  any  shipment  of  gold  hither;  but  it 
would  so  affect  the  course  of  exchange  as  to  retain  in  this  country 
the  gold  and  silver  we  are  now  exporting,  and,  perhaps,  might 
cause  an  inflow  of  commercial  gold  to  some  extent,  because  of  the 
higher  value,  in  relation  to  our  other  commodities,  which  gold  would 
acquire  under  the  act  itself.  If  redemption  should  be  entered 
upon,  of  fixed  by  law  for  any  given  date,  without  prior  arrange- 
ment for  the  gold  necessary  to  sustain  specie  payment  by  the 
Treasury,  the  alternative  might  be  presented  of  absolute  failure  in 
the  attempt  to  resume,  or  of  such  sudden  demand  upon  Europe 
for  gold  as  would  seriously  disturb  financial  conditions  there,  and 
compel  the  sale  of  our  national  securities  at  rates  neither  creditable 
nor  expedient.  The  supply  of  gold  in  the  world  is  amply  suffi- 
cient, but  its  distribution  is  not  easily  changed  in  large  amounts 
without  serious  consequences.  Herein  the  need  of  ample  notice 
and  time  for  adjustment  to  any  new  requirements.  The  great 
movements  of  gold  required  for  the  payment  of  the  indemnities  of 
France  to  Germany,  and  for  the  substitution  of  gold  in  place  of 
silver  as  the  standard  in  Continental  Europe,  seem  to  be  nearly 
completed.  The  present  seems  therefore  to  be  a favorable  time 
for  authorizing  the  Secretary  of  the  Treasury  to  invite  proposals 
for  a loan  to  be  paid  in  during  two  years,  the  payment  of  which 
shall  be  accomplished  with  no  greater  disturbance  than  such  a 
change  in  the  course  of  exchange  as  shall  retain  in  this  country  the 
production  of  our  mines. 

“The  proposed  purchase  of  silver  bullion,  its  coinage,  and  the 
tender  of  exchange  of  that  silver  in  redemption  of  the  fractional 
currency,  would  be  expedient  as  a step  on  the  road  to  full  specie 
redemption,  in  case,  and  only  in  case,  the  operation  of  the  whole 
act  would  carry  the  gold'  premium  down  to  about  seven  per  cent, 
before  the  issue  of  that  silver  coin,  and  hold  it  there  or  lower; 
because,  should  the  gold  premium  rise  so  high  that  silver  coin 
became  cheaper  than  silver  bullion,  in  gold  value,  the  coin  would. 
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at  once  go  into  manufactures  of  silver  ware  or  be  exported.  But 
it  is  believed  that  the  measures  proposed,  especially  die  fact  that 
gold  redemption  of  United  States  Treasury  notes  was  to  follow 
immediately  after  the  issue  6f  silver  'coin,  as  soon  and  as  fast  as 
the  Secretary  should  find  the  means  at  his  command,  would  avert 
all  chance  of  such  a rise  in  the  gold  premium  as  would  cause  any 
disappearance  of  the  silver  coin. 

“It  is  proposed  to  give  the  Secretary  of  the  Treasury  authority 
to  make  another  loan  of  two  hundred  millions  gold,  or  so  much 
thereof  as  may  be  necessary  to  sustain  full  redemption  of  United 
States  notes;  this  loan  to  be  upon  bonds  having  forty  or  fifty 
years  to  run,  to  bear  four  per  cent,  interest,  and  not  to  be  offered 
until  January  1,  1877,  then  to  be  paid  into  the  Treasury  within 
two  years — this  loan,  like  the  first  one,  to  be  sold  for  its  market 
value. 

“The  plan  contemplates  the  cancellation  and  destruction  of  all 
the  fractional  currency  and  United  States  notes  that  shall  be 
redeemed  with  the  proceeds  of  these  loans,  with  prohibition  upon 
the  reissue  of  any  portion  thereof;  it  appropriates  the  proceeds  of 
said  loans  wholly  and  solely  to  such  redemption  until  specie  pay- 
ments by  the  Treasury  shall  have  been  fully  established;  and  it 
places  certain  discretionary  powers  with  the  Secretary  of  the 
Treasury,  both  as  to  terms  of  the  loans  to  be  negotiated,  and  as 
to  the  time,  degree  of  progress,  and  process  of  actual  redemption 
of  Treasury  notes,  which  powers  are  indispensable  to  the  best 
adaptation  of  terms  and  conditions  to  circumstances  as  they  may 
arise  but  can  not  be  foreseen. 

“ The  Council  fully  recognized  the  fact  that  to  raise  the  whole  of 
the  present  volume  of  the  paper  currency  to  par  of  gold,  and  hold 
it  redeemable,  would  be  impossible;  that  such  an  aggregate  of 
currency  as  the  existing  amount  of  paper  raised  to  the  purchasing 
power  of  gold,  and  increased  by  the  amount  of  gold  necessary  so 
to  raise  it,  would  be  an  extraordinary  inflation,  hurtful  and  unde- 
sirable, and,  fortunately,  impracticable.  Its  plan,  therefore,  contem- 
plates contraction  of  the  existing  issues  of  paper,  not  in  the  mere 
issue  of  coin  in  exchange  for  Treasury  notes,  which  at  the  moment 
would  be  only  substitution,  but  by  the  necessary  operation  of  the 
act.  Under  it  the  National  Banks  would  be  compelled  to  make 
timely  and  early  preparation  for  the  redemption  of  their  notes  in 
gold  or  surrender  their  circulation.  Both  effects  would  doubtless 
result,  but  primarily  that  of  surrender  of  circulation,  which,  already 
bringing  little  or  no  profit  to  many  of  the  banks,  would  be  a 
cause  of  embarrassment,  and  perhaps  of  actual  loss  under  the 
necessity  for  gold  resumption.  The  retirement  of  legal-tender 
notes  would  compel  the  banks  to  gather  in  reserves  of  gold. 
Those  notes  being  destroyed,  and  gold  Sure  to  leave  the  country 
upon  any  adverse  course  of  foreign  exchange,  every  issuer  of  notes 
would  be  put  upon  due  care  and  preparation  for  such  an  exi- 
gency. A currency  redeemable  in  gold  always  possesses  in  that 
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quality  the  power  of  contraction  and  expansion  to  the  measure  of 
the  needs  of  a healthy  business.  Should  a large  contraction  of  the 
amount  of  National  Bank  notes  now  outstanding  follow  upon  the 
passage  of  an  act  for  the  restoration  of  specie  payments  by  the 
surrender  of  circulation,  it  would  be  no  matter  of  regret,  but  rather 
of  congratulation : for  the  surrender  of  bank  circulation  sets  capital 
free,  and  free  or  loanable  capital  is  the  great  want  of  our  country. 

“Among  the  members  of  the  Council,  gathered  from  different 
sections  of  the  country,  there  was  no  difference  of  opinion  upon 
the  urgent  necessity  for  some  act  of  Congress  that  shall  work  an 
early  and  sure  restoration  of  a sound  currency,  to  restore  confi- 
dence, and  put  an  end  to  the  distressing  stagnation  of  business; 
to  quicken  into  new  life  the  many  industries  now  more  or  less 
idle,  and  to  increase  the  sum  of  our  productions  of  wealth  by 
the  amount  now  annually  lost  by  this  depression,  estimated  as  not 
less  than  two  hundred  and  fifty  million  dollars.  For  this  reason 
the  Council  pressed  the  necessity  for  some  act  to  work  this  bene- 
ficent result,  upon  the  consideration  of  the  committees  of  Congress, 
rather  than  the  merits  of  their  own  plan,  well  pleased  if  some 
more  effective  and  better  one  should  be  devised  and  adopted  by 
Congress.” 

It  will  be  seen  that  some  of  the  essential  features  of  the  fore- 
going plan  are  earnestly  defended  by  an  able  writer,  whose  name, 
if  we  were  at  liberty  to  give  it,  would  add  considerable  weight  to 
his  opinion.  The  communication  of  our  correspondent  appears  in 
a later  page  of  this  issue,  under  the  signature  of  “A  Constant 
Reader.” 


GROWTH  OF  THE  PUBLIC  DEBT  OF  FRANCE. 

During  the  last  five  years  the  National  debt  of  France  has 
doubled.  It  now  amounts  to  23  milliards,  or  1 1 times  as  much  as  in 
1814.  The  present  debt  equals  one-seventh  of  all  the  property,  real 
and  personal,  of  the  French  people.  The  English  public  debt  was 
formerly  the  heaviest  in  the  world.  Its  amount  is  about  one-tenth  of 
the  aggregate  of  real  and  personal  property  in  Great  Britain.  As  to 
the  French  debt,  which  is  now  larger  by  $ 500,000,000  than  that  of 
England,  M.  Paul  Leroy  Beaulieu  has  written  an  interesting  ac- 
count in  the  Revue  des  Deux  Mondes  for  15th  December.  He 
shows  that  the  origin  of  the  Great  Book  of  the  public  debt  only 
dates  from  the  year  1793,  when  a general  consolidation  was  made 
of  all  the  debts,  annuities,, anticipations,  and  other  Government  obli- 
gations, which  were  converted  into  a perpetual  five  per  cent,  rente, 
entailing  an  annual  charge  of  174  millions  of  francs.  The  divi- 
dends were,  however,  rarely  paid,  excepting  in  assignats  or  paper  of 
a c^itious  value,  and  six  years  later  the  Government  was  forced  to 


Digitized  by  CjOOQle 


»875-] 


GROWTH  OF  THE  PUBLIC  DEBT  OF  FRANCE. 


593 


compound  with  its  creditors.  The  debt  had  become  reduced  by 
confiscation  of  property  of  the  emigres  to  120  millions  of  rente, 
which  was  reduced  by  a fresh  conversion  to  40  millions,  the  pub- 
lic being  reimbursed  the  remaining  two-thirds  in  bonds  exchange- 
able for  the  confiscated  lands  of  the  church  and  the  nobles.  Thus 
at  the  commencement  of  the  19th  century  the  annual  charge  of 
the  National  debt  of  France  was  only  about  $ 8,000,000,  or  less 
than  one-tenth  of  that  of  England  at  that  time,  and  one-third  of 
the  interest  of  the  debt  of  Holland. 

The  extension  of  the  French  debt  made  but  little  progress  under 
Napoleon  I.,  and  from  1800  to  1814,  a period  of  fourteen  years 
of  almost  continuous  war,  the  annual  charge  increased  from  40 
million  francs  to  63  millions,  and  of  the  23  millions  added  to 
the  yearly  charge,  10  millions  represented  rente  created  to  repay 
debts  left  by  the  Government  of  the  Directory  to  its  successor. 
In  reality  the  debt  was  only  increased  during  the  Consulate  and 
the  Empire  by  7 millions  of  rente,  or  140  millions  of  capital. 
It  would  be  curious  to  know,  if  a calculation  were  possible,  what 
sum  was  furnished  by  Europe  to  France  during  those  fourteen 
years  of  war  in  the  form  of  requisitions,  plunder,  and  indemnity. 
Napoleon  the  First  used  to  boast  that  he  would  make  “ war  sup- 
port war,”  and  he  was  as  good  as  his  word.  After  the  fall  of  the 
Emperor  the  expenses  of  the  Government  were  greatly  enhanced. 
The  Restoration  increased  the  annual  charge  of  the  debt  between 
1814  and  1830  from  63  millions  to  165  millions,  but  that  period 
had  to  bear  the  penalty  of  the  doings  of  the  former  Governments, 
and  the  loans  issued  by  it  were  required  to  pay  the  war  indemni- 
ty of  700  millions,  the  indemnity  of  1,000  millions  paid  to  the 
emigres  for  their  confiscated  property,  and  the  burden  of  the  occu- 
pation of  a foreign  army  of  150,000  men. 

The  rente  created  under  the  Restoration  in  reality  amounted  to 
165  millions,  but  during  all  that  period  a regular  system  of  amor- 
tization was  maintained,  and  54  millions  of  rente  were  redeemed; 
at  the  same  time  a saving  of  6 millions  was  obtained  by  a con- 
version of  the  debt  in  1825,  and  3^  millions  of  rente  having 
reverted  to  the  State  were  annulled.  The  excellent  administration 
of  the  Ministers  of  Finance,  Baron  Louis,  Corvetto,  and  de  Vill&te, 
had  in  the  meantime  so  improved  the  credit  of  the  country  that 
from  7^  to  9 y2  per  cent.,  the  cost  of  the  loans  from  1815  to 
1818,  a loan  of  80  millions  in  4 per  cent,  rente  was  obtained  in 
1830  from  the  house  of  Rothschild  at  102^.  This  is  the  only 
instance  in  the  financial  history  of  France  of  a loan  being  nego- 
tiated above  par. 

Only  a year  later  the  Government  of  Louis  Philippe  required 
to  borrow  .a  sum  of  120  millions,  and  this  loan  was  issued  in 
five  per  cent,  rente  at  84.  The  revolution  of  1830  had  thus  de- 
preciated the  public  funds  to  the  price  at  which  they  stood  after 
the  revolution  of  1870  and  the  Commune,  and  with  the  perspec- 
tive of  the  payment  of  the  indemnity  of  five  milliards.  With  the 
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re-establishment  of  order  a loan  of  150  millions  in  five  per  cents, 
was  raised  the  next  year  at  98*4.  At  the  close  of  the  Govern- 
ment of  Louis  Philippe  the  annual  charge  had  increased  to  177 
millions ; 38  millions  of  new  rente  had  been  created,  but  as  26  mil- 
lions had  been  redeemed,  the  addition  under  this  reign  was  only 
12  millions.  The  three  years  of  the  Republic  added  53  millions 
to  the  annual  burden,  which  in  1852  amounted  to  231  millions,  or 
about  one- third  of  the  annual  charge  in  England  at  that  period. 

Under  the  Second  Empire  several  loans  were  made  in  rapid 
succession,  and  before  the  war  of  1870  the  annual  charge, 
from  231  millions  in  1852,  had  increased  to  358  millions,  the 
share  of  the  Government  of  Napoleon  III.  being  127  millions. 
It  is,  however,  an  error  to  suppose  that  the  burden  of  taxation 
was  increased  during  this  reign ; the  new  indirect  taxes  established 
between  1848  and  1865  amounted  to  328  millions,  but  the  reduc- 
tions were  337  millions,  a decrease  of  12  millions,  in  addition  to 

the  suppression  of  the  addition  of  17  centimes  per  franc  formerly 
made  in  the  foncier  tax.  The  policy  of  the  Empire  consisted  in 
raising  loans,  the  interest  of  which  was  to  be  met  by  the  increase 

in  the  yield  of  the  old  taxes,  and  the  prosperity  of  the  country 

was  such  that  the  system  was  steadily  continued  for  eighteen 
years  without  disaster. 

At  present  the  whole  consolidated  debt  in  3,  4,  4^,  and  5 
per  cent,  rente  amounts  to  748,303,653  francs  of  annual  interest,  but 
this  increase  of  390  millions  does  not  represent  the  whole  of 
the  charge  of  the  public  debt;  to  that  sum  has  to  be  added  9 
millions  for  interest  on  the  debt  to  the  Bank  of  France;  2 millions 
for  the  thirty  years’  bonds  of  1862;  17^  millions  for  the  Morgan 
loan ; 20  millions  for  the  annuity  to  the  Eastern  Railway  for  the 
lines  in  the  annexed  provinces;  22^  millions  for  guaranteed  in- 
terest to  the  railway  companies;  36%  millions  for  interest  on  the 
floating  debt,  and  107  millions  for  pensions — making,  with  some 
minor  items,  227^  millions,  or,  with  the  consolidated  debt  of  748 
millions,  a total  sum  of  1,026  millions  of  francs  in  yearly  interest, 
equal  to  about  30  francs  per  head  of  the  population.  The  fund- 
holders  in  France  in  1869  were  1,254,000  in  number,  and  of  the 
chief  loans,  that  of  1868  for  450  millions,  elicited  offers  of  more  than 
15  milliards,  or  thirty-four  times  the  sum  demanded.  The  loan  of 
1872  was  thirteen  times  covered,  but  then  the  amount  required 
was  over  3 milliards.  Those  brilliant  results  were  not,  however, 
unknown  at  former  periods,  as  in  1818  a loan  of  292  millions, 
nominal,  was  subscribed  for  eleven  times  over,  and  the  funds  rose 
20  per  cent,  in  a short  time;  but  this  success  was  not  of  long 
duration,  for  a large  number  of  the  subscribers  had  taken  on  them- 
selves engagements  beyond  their  means,  and  the  fall  was  as  rapid 
as  the  rise  had  been.  The  wonderful  success  of  the  earlier  loans 
of  the  Second  Empire  is  also  remembered  as  the  inauguration  of 
a new  policy  in  Government  finance — that  of  popularizing  Govern- 
ment securities.  With  some  modifications,  this  policy  was  adopted 
by  our  Treasury  under  Secretary  Chase,  for  the  negotiation  of  the 
most  successful  war  loans  in  *86 2 and  1863. 
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BANKING  IN  CHINA 

Paper  money  is  well  known  to  have  been  in  use  in  China  from 
a very  early  period,  and  its  history  there  has  often  been  described* 
What  is  not  so  well  known  is  the  system  of  banking  in  China. 
We  find  some  interesting  facts  in  the  Statistical  Journal*  extracted 
from  Justice  Doolittle’s  u Social  Life  of  the  Chinese.”  This  work 
was  printed  in  China,  and  has  not  been  republished  in  this  country* 
The  following  details  are  .given  in  the  work  relative  to  u Banking, 
Bank  Notes  and  Clubs:”  The  native  banks  of  Fuhchaufii  are 
quite  numerous,  and  the  bank  bills  in  use  are  noted  for  their 
unique  appearance,  and  for  the  difficulty  with  which  they  are 
counterfeited.  The  banks  are  not  under  Government  inspection  or 
control.  Any  individual  who  has  the  capital,  or  any  company  of 
individuals  who  can  furnish  the  necessary  funds,  may  establish  a 
bank  and  issue  bills,  without  getting  a charter,  or  applying  for  any 
kind  of  permission  from  the  Government. 

A few  years  ago  the  mandarins  at  Fuhchau  issued  bank  bills  in 
behalf  of  the  Imperial  Government,  in  consequence  of  the  extreme 
.scarcity  of  the  common  copper  cash.  The  Government  also  is- 
sued iron  cash,  which  at  first  were  received  as  of  equal  value 
with  the  copper  cash.  But  the  iron  coin  was  soon  counterfeited 
in  great  quantities.  It  also  became  rusty.  The  Government  bills,, 
being  payable  in  iron  coin  at  par  with  copper,  became  very  un- 
popular and  greatly  depreciated.  The  value  of  a dollar  in  Gov- 
ernment bills  or  iron  cash  was  at  one  time,  in  1858,  eighteen  or 
twenty  thousand  cash.  The  Government  finally  bought  up  the 
iron  cash  and  withdrew  its  bills  from  circulation,  leaving  the  pri- 
vate banks  to  supply  the  paper  currency  as  before. 

Some  of  the  banks  are  of  long  standing,  and,  as  their  proprie- 
tors are  known  to  be  very  wealthy  and  sufficiently  honest,  their 
bills  are  in  general  use  in  the  transaction  of  business.  These  bills 
are  of  various  denominations,  as  representing  cash,  dollars,  or 
silver;  and  of  various  values,  from  four  hundred  cash,  five  hundred 
cash,  six  hundred  cash,  one  thousand  cash,  &c.,  as  high  as  several 
hundred  thousand  cash;  from  one  dollar  up  to  several  hundred  or 
even  thousands  of  dollars ; and  from  one  tael  of  silver  to  hundreds 
or  thousands  of  taels  of  silver.  Experience  proves  that  there  is 
little  comparative  risk  from  counterfeiters.  A bill  is  generally  pre- 
ferred to  the  cash  which  it  represents,  unless  the  owner  wishes  to 
make  use  of  the  value  in  the  purchase  of  small  articles,  or  for  the 
purpose  of  making  various  payments  with  it.  The  real  risk  in  the 
use  of  bills  arises  from  the  liability  of  the  bank  to  fail  sud- 
denly. 

The  outline  of  the  bill,  with  various  devices  to  make  counter- 
feiting difficult,  is  engraved  neatly  on  a solid  block  of  brass  in  the 
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case  of  wealthy  banks;  poor  proprietors  of  banks  use  hard  wood 
instead  of  brass.  The  right-hand  margin  is  made  an  inch  or  more 
wider  than  the  left-hand  margin  of  the  block  of  brass  or  wood, 
for  a purpose  which  will  be  mentioned  shortly.  The  value  of  the 
bill  and  the  day  of  issue  are  filled  in  with  the  pen,  and  one  or 
more  words  to  facilitate  the  detection  of  a counterfeit.  Various 
stamps,  large  or  small,  round,  or  square,  or  oblong,  some  of  which 
are  very  curiously  and  elaborately  engraved,  are  impressed  on 
different  parts  of  the  bill,  using  red  or  blue  ink.  These  add  very 
much  to  the  neat  and  handsome  appearance  of  the  note,  and  are 
believed  usually  to  have  some  secret  or  private  mark.  From  these 
and  other  causes  the  notes  are  very  difficult  to  imitate  with  pre- 
cision and  exactness  by  counterfeiters. 

But  perhaps  the  use  which  is  made  of  the  wide  right-hand  mar- 
gin furnishes  the  greatest  security  against  counterfeiting.  On  this 
margin  are  stamped  or  written  various  words,  phrases,  or  sentences, 
before  the  bill  is  cut  off  or  trimmed  and  put  into  circulation. 
When  every  thing  is  ready,  these  stamped  or  written  sentences  or 
phrases  are  cut  through  by  a sharp  knife,  leaving  the  right-hand 
margin  of  the  bill  about  the  same  width  as  the  left-hand,  though 
it  presents  a very  different  appearance.  Of  course  the  edge  of  the 
right-hand  margin  of  the  bill  and  the  edge  of  the  paper  which 
was  cut  off  from  it  will  precisely  match  each  other;  but,  as  the 
sentences  have  been  cut  into  two  parts,  part  of  the  words  and 
stamps  will  be  on  the  bill  and  part  on  the  slip  of  paper  cut  off. 
These  slips  are  all  carefully  kept  in  a book  form  ready  for  refer- 
ence, each  slip  containing  the  value,  date,  and  private  marks  of  the 
bill  corresponding  to  it.  On  the  presentation  of  a bill  for  pay- 
ment, if  there  is  the  least  doubt  of  its  genuineness,  reference  is 
made  to  the  corresponding  proof-slip,  and  the  banker  or  his  clerks 
know  immediately  whether  it  is  genuine  or  counterfeit.  A success- 
ful imitation  of  the  written  sentences  and  words,  the  blue  and  red 
stamps,  which  are  found  on  the  right  margin  of  a bank  bill,  and 
which  have  been  cut  through  on  a line  parallel  with  the  left-hand 
margin,  it  is  almost  impossible  to  make  so  exact,  precise,  and 
minute  as  to  fit  the  preserved  proof-slip. 

When  a new  bank  is  opened,  custom  demands  that  the  pro- 
prietors, the  head  directors  or  clerks  of  the  principal  neighboring 
banks,  and  the  principal  money  go-betweens  who  are  connected 
with  them,  shall  be  invited  to  a feast  at  the  expense  of  the  pro- 
prietors of  the  new  bank.  Generally,  after  this  feast,  these  neigh- 
boring bankers,  unless  they  have  especial  reason  to  distrust  or  be 
dissatisfied  with  the  new  banker,  are  willing  to  recognize  the  new 
bank,  and  use  its  bills  according  to  custom.  The  bank  go-be- 
tweens also  consider  the  new  bank  as  now  established,  and  do 
business  with  it  on  the  usual  terms,  as  with,  old  banks  in  good 
and  regular  standing. 

The  bills  are  all  made  payable  on  demand.  If  the  holder  of 
bills  against  a particular  bank  present  them  for  payment,  he  may 
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be  paid  in  cash,  or  in  the  current  bills  of  other  banks,  or  in  silver 
or  gold,  according  to  the  current  rate  of  exchange.  It  is  not  en- 
tirely at  the  option  of  the  bill-holder  what  shall  be  the  equivalent 
given  him,  but  more  at  the  option  of  the  banker,  especially  in 
case  of  an  emergency.  As  a general  rule,  however,  the  wishes  of  the 
bill-holder  are  complied  with.  Cash  bills  are  usually  paid  in  cash. 

It  is  an  established  custom  in  this  place,  that  if.  a bank  is  not 
able,  to  discharge  its  obligations  immediately  on  the  presentation 
of  bills  by  redeeming  them  in  some  way,  the  holder  of  the  bills 
may  seize  hold  of  anything  in  the  bank  and  take  it  off,  to  the 
full  amount  of  his  demands,  if  he  pleases  to  do  so,  and  there 
would  be  no  liability  for  prosecution  for  theft  or  misdemeanor. 
Instances  have  occurred  where  some  rascals  and  their  accomplices 
have  tried  to  find,  or,  rather,  make  occasion  for  rifling  banks,  by 
calling  in  a body  and  simultaneously  presenting  their  bills,  with 
loud  outcries  and  insulting  remarks,  and,  by  their  improper  con- 
duct, have  caused  what  seemed  to  be  a temporary  suspension  of 
payment.  Occasionally,  at  such  times,  a seeming  pretext  has  been 
given  through  fear  of  actual  robbery  on  the  part  of  the  bankers, 
and  their  assistants  and  clerks,  for  the  crowd  of  rascals  to  pretend 
that  the  ready  money  in  the  bank  was  short,  and  that  they  were 
in  danger  of  not  getting  their  bills  cashed,  all  which  has  resulted 
in  their  beginning  to  plunder  the  bank.  And  when  an  excited 
and  interested  crowd  has  begun  such  a work,  it  is  exceedingly 
difficult  to  prevent  the  completion  of  the  undertaking.  There  are 
plenty  of  beggars  and  idlers  or  vagabonds  in  the  streets  who  are 
only  too  happy  to  assist  in  such  an  exciting  and  profitable  sport 
as  robbing  a bank.  Instances  are  not  very  rare  when  banks  have 
been  completely  riddled  of  every  portable  thing  worth  carrying 
off,  even  to  the  sleepers  and  the  rafters.  Strictly  speaking,  ac- 
cording to  custom,  only  those  who  have  bills  against  the  bank 
have  any  right  to  engage  in  helping  themselves  to  the  payment 
of  their  demands.  In  fact,  however,  the  vast  majority  of  those 
who  engage  in  gutting  a bank  under  the  plausible  pretext  of  its 
not  having  money  to  redeem  its  bills,  are  those  who  have  no  bills 
against  it,  and,  who,  in  truth,  are  nothing  but  thieves  and 
robbers. 

In  the  year  1855  there  was  an  unusual  panic  among  bill- 
holders.  Several  banks  had  just  failed,  that  is,  had  been  unable 
to  redeem  their  bills  on  presentation,  and  had  been  robbed  of 
everything  in  their  offices  by  bill-holders  and  by  the  lower  class 
of  the  populace,  who  joined  them  in  plundering.  The  viceroy 
determined  to  make  an  example  of  a few  in  order  to  avert  im- 
pending anarchy  and  universal  distrust.  Early  on  a certain  morn- 
ing bills  were  presented  for  payment  by  many  persons  at  a re- 
spectable bank  located  on  the  south  street  in  the  city.  A large 
crowd  assembled,  and  soon  a robbery  of  the  bank  commenced  by 
a multitude  of  persons.  Several  of  these  rioters  who  had  no  bills 
against  the  bank  were  arrested  by  the  police,  among  whom  were 
a poor  chair  coolie  and  a respectable  neighbor  of  the  bank,  a 
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dealer  in  rice.  The  viceroy,  as  soon  as  he  heard  of  the  cir- 
cumstances, and  of  the  arrest  of  these  men,*  who  manifestly  had 
no  plea  but  robbery  for  engaging  in  the  “ gutting  ” of  the  bank, 
determined  that  they  should  be  beheaded,  without  trial,  at  once, 
and  in  the  street  where  the  robbery  was  committed.  His  sub- 
ordinate officers  endeavored  to  dissuade  him  from  the  sanguinary 
measure,  fearing  that  the  populace  would  rise  en  masse  and  murder 
the  mandarins,  and  inaugurate  a revolution,  should  those  men  be 
thus  beheaded ; but  the  viceroy  was  firm,  arguing  that  it  was  the 
best,  if  not  the  only  means  of  preventing  universal  anarchy.  He 
issued  his  warrant  for  their  execution,  and  the  wretches  were  im- 
mediately taken  out  into  the  public  street  in  front  of  the  bank 
and  decapitated.  All  this  occurred,  and  the  report  had  spread  all 
over  the  city  and  suburbs,  before  nine  o’clock  in  the  morning. 
The  viceroy  was  correct  in  regarcf  to  the  effect  he  said  it  would 
produce.  The  summary  act  at  once  quelled  the  disorderly  rabble, 
and  no  such  disposition  to  rob  a bank  contrary  to  custom — that 
is,  by  persons  who,  according  to  custom,  had  no  right  to  embark 
in  the  pillage  of  a bank,  because  they  had  no  bills  against  it — was 
manifested  in  this  city  or  suburbs  for  a considerable  time. 

Sometimes  a rumor  is  spread  abroad  that  a certain  bank  is  in 
danger  of  breaking,  or  that  it  is  being  “ run  ” — that  is,  bill-holders 
against  it  have  become  frightened  for  some  reason,  and  are  pre- 
senting the  bills  they  happen  to  have,  for  payment  or  redemption. 
At  such  times  all,  whether  living  in  the  city  or  suburbs,  who  have 
bills  against  it,  are  in  haste  to  bring  them  forward  in  time,  lest 
the  bank  should  really  fail  or  be  robbed,  in  case  ready  funds 
should  be  exhausted.  This  rush  of  persons  who  really  have  claims 
against  it  adds  to  the  confusion  and  excitement.  On  these  occa- 
sions the  friends  of  the  bankers  rally  around  to  aid  in  keeping 
order,  and  the  idlers  and  vagabonds  assemble  in  the  contiguous 
streets,  ready  to  assist  should  their  services  be  in  requisition  to  rob 
and  tear  down. 

Should  the  bank  be  robbed  at  such  a time,  such  a fact  frees 
the  proprietors  of  it  from  all  obligation  to  redeem  their  still  out- 
standing bills,  unless  they  should  be  pleased  to  redeem  them.  It 
is  believed  that  most  of  those  who  engage  in  banking  in  this  part 
of  China  are  honorable  enough  to  do  their  utmost  to  redeem  their 
bills  should  they  honestly  fail,  or  lose  so  much  money  in  the  busi- 
ness as  to  determine  them  to  close  their  banks.  Such  persons 
usually  have  two  words  written  in  large  characters  posted  up  on 
a conspicuous  part  of  the  premises,  which  intimate  that  they  will 
“hereafter  pay,”  or  redeem  their  bills  on  presentation.  This  noti- 
fication amounts  to  a request  that  those  who  have  their  bills  will 
present  them  without  delay  for  redemption.  It  also  implies  that 
they  are  desirous  of  closing  up  their  business,  and  they  do  not  at 
present  propose  to  issue  any  more  bills  of  their  own. 

Some  bankers  when  they  find  that  there  is  danger  that  they  will 
be  “run,”  if  they  have  reason  to  fear  the  result,  adopt  the  pre- 
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caution  of  publishing  that  they  will  “Hereafter  pay.”  After  this 
precaution,  no  guttirfg  or  running  of  the  bank  is  permitted  accord- 
ing to  custom.  Sometim'es,  after  a running  of  the  bank  has  com- 
menced, the  bankers  manage  to  send  a confidant  to  come  to  an 
understanding  with  a mandarin,  who  immediately  sends  his  under- 
lings to  close  the  doors,  and  post  large  and  long  strips  of  paper 
on  them  in  one  or  two  places,  in  the  form  of  the  letter  X.  These 
strips  have,  among  other  characters,  the  name  or  title  of  the 
mandarin  who  orders  them  to  be  posted  up.  After  having  been 
officially  sealed  up,  they  proceed  to  settle  their  accounts  more  at 
their  leisure  than  they  otherwise  might  have  been  obliged  to  do. 
It  is  hinted  that  the  mandarin  who  assists  them  in  the  manner 
above  mentioned  is  always  willing,  for  a consideration,  to  lend 
them  his  influence.  Gutting  a bank  is  considered  disgraceful,  and 
therefore  very  undesirable  by  respectable  bankers.  Not  unfre- 
quently  several  bankers  agree  to  help  each  other  with  money  in 
case  they  are  run. 

The  Chinese  bankers  are  not  a whit  behind  our  Wall  street  brokers 
in  speculating  in  the  precious  metals.  The  value  of  sycee  or  dollars, 
in  cash  or  bills,  fluctuates  sometimes  largely  from  one  day  to  another, 
and  even  from  hour  to  hour  of  the  same  day.  This  fluctuation  is 
said  to  be  managed  principally  by  speculators  in  money,  aided  by 
the  bank  go-betweens  and  the  proprietors  of  the  principal  banks. 
When  they  have  reason  to  believe  that  a large  sum  of  specie  has 
arrived,  or  is  about  to  arrive,  owned  by  traders  who  desire  to 
invest  in  produce,  the  “bears”  operate  to  put  the  price  of  silver 
lower  than  usual.  On  the  other  hand,  if  they  know  that  there  is 
a considerable  quantity  of  silver  in  the  shape  of  sycee  required  by 
Chinamen  to  take  away  to  other  parts,  then  the  value  of  sycee 
or  dollars,  as  compared  with  cash,  becomes  at  once  higher  than 
usual;  the  “bull”  speculators,  who  have  capital  available  for  such 
operations,  of  course  take  advantage  of  these  changes  and  fluctu- 
ations to  buy  bills  or  silver  when  cheap  and  plenty,  intending  to 
sell  them  when  dear  and  scarce. 

In  ancient  times,  some  emperors  coined  cash  in  the  shape  of  a 
knife,  and  other  fanciful  shapes.  These  are  now  highly  prized  as 
curiosities,  and  are  not  in  general  circulation  as  coins.  Coins  of 
modem  times  are  round,  with  a small  square  hole  in  the  center. 
Ancient  coins  are  used  oftentimes  as  charms  or  amulets  against 
evil  spirits.  Some  kinds  are  used  in  divination. 

In  1850  a dollar  was  worth  in  bills  or  cash  at  Fuhchau  1,400 
cash.  In  1854  it  was  worth  1,750.  It  fell  in  August,  1863, 
to  1,050  cash.  The  large  importation  of  silver,  or  its  equivalent  in 
value,  to  pay  for  the  teas  purchased  at  this  port,  has  kept  down 
the  price  of  dollars,  and,  consequently,  in  most  branches  of  native 
trade  there  is  very  little  business,  because  silver,  imported  by 
Chinamen  to  purchase  native  products,  exchanges  for  so  small  an 
amount  in  cash  or  bills,  in  which  the  price  of  articles  is  usually 
reckoned,  that  they  cannot  afford  to  change  their  silver  into  cash 
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and  purchase  what  they*  desire  to  take  away.  They  are  sure 

of  doing  a losing  business.  When  dollars  or  sycee  command  a 
high  price  at  the  banks,  native  business'  is  brisk.  A dollar  or  a 

tael  purchases  then  much  more  of  native  products  than  when  the 

price  of  a dollar  or  of  a tael  is  low.  The  price  of  native  commodi- 
ties does  not  fluctuate  nearly  as  much  as  does  the  price  of  sliver. 

For  the  raising  of  money  without  interest  there  are  many 
ingenious  methods  in  use  among  the  Chinese.  Among  these 
are  various  kinds  of  clubs,  two  or  three  of  which  are 

worthy  of  mention.  It  often  occurs  that  an  individual  de- 
sires to  have  a certain  sum  of  ready  money  to  use,  but  he 
finds  himself  unable  to  command  it.  Instead  of  borrowing  the 
amount  and  paying  the  exorbitant  rate  demanded  by  money-lenders, 
and  instead  of  trying  to  raise  the  sum  among  his  friends  as  a gift, 
or  as  a temporary  loan,  he  endeavors  to  induce  them  to  form  one 
of  these  monetary  clubs,  the  immediate  object  of  which  is  to 
furnish  him  with  the  desired  amount,  but  the  future  effect  of 
which  will  be  to  supply  the  same  sum  to  each  one  of  its  members 
without  the  usual  heavy  interest. 

He  induces  a trusty  friend  to  become  second  or  assistant,  he 
being  its  head  or  principal.  Having  prepared  a number  of  red 
envelopes,  each  containing  a small  sum  of  money,  he  calls  upon 
his  relatives  and  friends  who  are  able  to  engage  in  the  club,  and 
who  he  desires  should  enter  it,  explains  to  them  his  plans,  states 
the  amount  he  wishes  to  raise,  each  .member’s  share,  and.  all 
needed  particulars.  Those  who  are  willing  to  engage  in  the  club 
receive  one  of  these  envelopes  as  a kind  of  bargain,  and  after  that 
they  may  not  withdraw  without  his  consent,  or  unless  he  fails  to 
secure  the  required  number  of  names.  These  are  regarded  by  the 
customs  of  society  as  bound  or  pledged  to  perform  their  part  in 
the  contemplated  union.  In  case  of  not  succeeding  in  obtaining 
the  requisite  number  of  responsible  names,  the  undertaking  falls 
through. 

Many  friends  and  relatives  are  willing  to  engage  in  a club  to 
aid  a person  when  they  would  not  contribute  to  give  the  needed 
sum  to  him,  and  many  are  willing  to  try  and  form  a union,  pro- 
fessedly for  their  benefit,  when  they  would  not  receive  money  as 
a gift,  and  when  they  would  be  ashamed  to  ask  their  friends  to 
contribute  money  for  their  use. 

One  of  these  unions  is  the  Shaking  Club,  so  named  from  the  fre- 
quent tossing  of  dice  by  its  members.  The  number  of  members  is 
not  fixed,  varying  from  five  to  twenty  or  more.  Suppose  the  sum  to 
be  raised  is  100,000  cash,  and  the  number  of  members  is  ten; 
each  man’s  share  will  be  10,000  cash.  Suppose  the  time  for  the 
payment  of  the  shares  is  quarterly,  there  being  ten  payments,  it 
will  require  two  years  and  a-half  before  the  business  of  the  club 
will  be  perfected,  by  the  reimbursement  to  each  member  of  the 
precise  sum  which  he  has  paid  in. 
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The  business  is  all  managed  by  the  head  man  and  his  assistant, 
and  the  meetings  ofc  the  club  are  held  at  the  house  of  the  former, 
or  at  the  place  he  appoints.  He  is  at  the  expense  of  a feast  for 
the  members  of  the  club  the  first  time  they  meet,  it  being  the 
time  when  he  receives  the  sum  of  100,000  cash,  including  the  sum 
which  he  is  supposed  also  to  pay  in,  though  really  he  does  not 
provide  it,  but  only  receives  90,000  from  the  other  members.  At 
this  first  meeting  no  dice  are  thrown,  it  being  well  understood  that 
the  sum  is  to  be  taken  by  the  head  man. 

At  the  next  meeting  each  member  brings  his  10,000  cash,  which 
is  given  to  the  one  who,  on  casting  the  dice,  gets  the  highest 
number  of  spots,  the  head  man  and  his  assistant  not  engaging  in 
the  casting  of  dice;  the  latter,  according  to  the  rules  generally 
adopted,  taking  his  100,000  cash  at  the  third  meeting  of  the  club, 
without  any  appeal  to  the  dice. 

• At  the  fourth,  and  every  subsequent  meeting,  those  who  have 
not  drawn  the  sum  throw  the  dice  according  to  the  rules  of  the 
club,  to  decide  who  shall  take  the  100,000  cash.  All  who  have 
previously  drawn  the  sum,  excepting  the  head  man  and  his  assist- 
ant, at  any  meeting  of  the  club,  are  expected  to  contribute  a small 
sum  for  the  incidental  expenses,  as  paper  and  refreshments. 

If  anything  is  left  unexpended  at  the  close  of  the  tenth  meet- 
ing, it  is  considered  as  belonging  to  the  man  who  has  waited  till 
this  time,  when  he  receives  his  100,000  cash. 

In  this  manner,  provided  every  member  fulfills  his  pledges,  each 
man  will  have  paid  into  the  club  100,000  cash,  and  each  will  have 
received  back  the  same  amount.  While  his  payments  will  have 
been  small  and  at  intervals,  the  sum  received  back  will  have 
been  obtained  at  one  time. 

The  principal  drawback  against  this  method  of  raising  money  is 
the  great  uncertainty  of  every  man  fulfilling  his  part  according  to 
the  by-laws  of  the  club.  These  are  fixed  upon  by  the  head  man 
as  regards  times  of  payment,  number  of  members,  and  amount  of 
each  installment,  at  the  time  he  gets  it  up.  Sickness,  misfortune, 
or  death  may  prevent  the  payment  of  some  of  the  members  at  the 
stipulated  time.  Such  cases  cause  much  trouble  to  the  head  man 
and  others  who  have  received  their  allotted  money,  who  are  held 
responsible  by  the  other  members.  When  the  club  breaks  down 
in  consequence  of  the  inability  of  some  members  to  pay  in  the 
sums  agreed  upon,  those  who  have  received  money  must  return  in 
small  sums,  and  at  intervals  if  they  cannot  pay  at  once,  the 
amount  received  over  and  above  the  sum  they  have  paid  into  the 
club.  In  case  of  positive  dishonesty  on  the  part  of  one  of  its 
members,  the  head  man  is  considered  bound  to  make  up  the  sum 
he  ought  to  have  paid.  Each  man,  on  receiving  the  sum  paid  in 
at  one  meeting,  must  give  a document  with  the  names  of  two  men 
as  his  security,  one  a member  of  the  club  and  one  not  a mem- 
ber, pledging  himself  to  the  proper  fulfillment  of  his  responsibilities 
in  the  case.  Probably  few  cases  of  downright  dishonesty  occur  in 
39 
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connection  with  these  clubs,  because  the  members  are  generally  mu- 
tual’ and  firm  friends  of  each  other,  and  especially  of  the  head  man. 

Sometimes  a club  is  got  up  among  friends  for  comparatively 
very  small  sums,  as  in  shares  of  two,  four,  or  six  dollars.  Poor 
men,  who  cannot  raise  the  sum  desired  at  once,  but  who  can  save 
enough  to  make  a payment  every  quarter  or  oftener,  sometimes 
engage  in  such  clubs.  In  all  cases,  whether  for  large  or  small 
sums,  whether  the  number  of  members  be  few  or  many,  or  whether 
the  intervals  between  payments  be  monthly  or  quarterly,  the  same 
principle  is  kept  in  view,  the  obtaining  of  a round  sum  of  money 
for  use  without  the  payment  of  interest,  to  be  refunded  in  install- 
ments at  intervals. 

Another  curious  association  for  similar  purposes  bears  the  sug- 
gestive name  of  “The  Snake-casting-its-skin  Club.”  This  union  is 
so  called  from  the  circumstance  that  the  head  man,  for  whose 
benefit  at  first  the  money  is  subscribed,  pays  it  back  to  the  mem- 
bers by  regular  installments  as  may  be  agreed  on  when  formed, 
just  as,  it  is  said,  the  snake  sheds  or  casts  its  skin  gradually,  or 
at  regulated  intervals.  There  is  no  need  of  an  assistant  in  the 
working  of  this  club.  The  members  subscribe  a pay-money  but 
once.  There  is  no  division  of  this  money  among  them ; the  head 
man  takes  it  all  for  his  own  use  when  it  is  paid  in,  which  is  done 
at  its  first  and  only  meeting.  At  this  time  he  prepares  a feast 
for  its  members.  The  money  he  then  receives,  he  agrees  to  refund 
to  the  subscribers  of  it  at  regular  intervals,  by  uniform  installments, 
in  the  order  decided  on  by  the  drawing  of  lots,  or  by  the  throwing 
of  dice,  at  the  time  of  its  being  paid  in.  Each  member  must  wait 
until  his  turn  arrives  for  receiving  back  the  money  he  subscribed. 

Finally,  we  will  mention  “The  Dragon-headed  Club.”  This  name 
is  suggestive  of  greed.  It  has  its  origin  from  the  fact  that  the  Asso- 
ciation exacts  from  its  members  that  their  first  payments  shall  be 
much  larger  than  subsequent  payments,  just  as  the  Chinese  dragon’s 
head  is  much  larger  than  its  body.  The  number  of  shares,  times 
of  payment,  &c.,  are  arranged  by  the  head  man  at  the  time  he 
solicits  the  names  of  his  friends  as  members.  Suppose  the  number  of 
members  is  twenty,  including  the  head  man,  and  the  first  payment 
is  10,000  cash  on  the  part  of  all  but  the  head  man,  who  ad- 
vances nothing,  but  receives  all  that  is  paid  in,  the  amount  is 

190.000  cash.  In  case  the  meetings  are  held  quarterly,  every 
three  months  after  the  first  meeting  the  head  man  pays  into  the 
club  10,000  cash,  and  each  one  of  the  other  members  pays  in 

1.000  cash,  making  in  all  29,000  cash.  It  is  decided  by  the 
throwing  of  dice  to  whom  this  shall  be  paid.  In  this  manner, 
in  five  years  from  the  commencement,  the  head  man  will  have 
paid  into  the  club  190,000  cash,  the  amount  he  received  at  its 
first  meeting,  and  each  of  the  other  members  will  have  paid  in 

29.000  cash,  and  will  have  received  back  the  same  amount.  The 
proportion  between  the  first  and  succeeding  payments  agreed  upon 
by  the  parties  concerned,  of  course,  will  be  the  rule  of  any  club. 
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THE  MONETARY  SYSTEM  OF  BRAZIL. 

No.  II. 

Very  little  is  known  in  this  country  of  the  monetary  system  of 
Brazil.  Except  by  our  merchants  whose  business  imposes  the  ne- 
cessity of  acquiring  some  information  on  the  subject,  the  interesting 
and  suggestive  history  of  the  monetary  experiments  of  the  Brazilian 
Government  are  rarely  investigated  among  us.  The  coinage  of 
money  in  Brazil  was  begun  in  1694,  by  the  Portuguese  Government, 
in  the  city  .of  Bahia.  The  mint  was  in  1699  transferred  to  Rio  de 
Janeiro.  In  1703,  this  establishment  was  reorganized,  and  a mo- 
nopoly was  conferred  upon  it  by  the  suppression  of  several  smaller 
mints,  which,  however,  soon  sprang  up  again.  In  1849,  the  mone- 
tary system  of  Brazil  underwent  a radical  reform,  and  from  that 
period  to  1872  the  mint  at  Rio  de  Janeiro  coined  in  gold  pieces 
43, 306, oi°  milreis;  in  silver  pieces,  18,446,045  milreis;  in  alloyed 
copper  pieces,  628,770  milreis.  The  standard  of  value  has  been 
several  times  disturbed.  It  is  now  the  gold  octava  of  22  carats, 
equal  to  four  milreis,  which  are  worth  about  $2-16  in  gold. 
Since  1857,  English  sovereigns  have  been  a legal  tender  to  the 
amount  of  8,890  reis.  Two  causes  have  been  at  work  to  disturb 
the  Brazilian  currency ; first,  the  policy  above  referred  to  as 
urged  by  the  Government  to  change  the  metallic  standard;  and 
secondly,  the  issue  of  an  inconvertible  paper  currency,  consisting 
of  Treasury  notes,  called  sedulas,  for  various  denominations,  of  one 
milr&s  and  upwards.  As  stated  in  our  last  number,  the  total  coin- 
age from  1604  to  1872,  was  as  follows:  Gold,  296,237,146  milreis, 
equal  to  $159,968,058;  silver,  46,576,832  milreis,  equal  to 
$25,151,489.  • 

Before  the  year  1810  the  legal  currency  of  Brazil  was  chiefly  of 
gold,  for  the  silver  coins,  like  those  of  England  and  the  United 
States,  had  but  a limited  circulation  and  served  merely  the  sub- 
sidiary office  of  change.  The  gold*  coins  of  6 $ 400  t6is  and 
4 $000  r6is  had  a different  standard  of  value  from  the  silver  money, 
the  royalty  on  the  first  being  6^  per  cent.,  on  the  second  about 
i&yi,  and  on  the  last  15  per  cent.  The  legal  relation  of  gold  to 
silver  was  as  1 to  13,  while  the  relation  in  the  open  market  aver- 
aged about  1 to  16.  The  metallic  par  of  the  6 $400  r6is  piece 
in  sterling  was  67 pence  per  milreis;  that  of  the  4 $000  piece 
was  60%  pence,  while  that  of  the  silver  coin  was  about  54  pence; 
but  the  mercantile  par  ranged  at  an  average  of  about  60  pence 
per  milreis. 

This  state  of  things  was  only  possible  under  the  close  colonial 
exclusion  in  which  Brazil  was  held  until  the  year  1808;  but  in 

* The  suns  given  here  are  in  R/rs.  This  word  is  the  plural  of  Real,  and  one  Real  in 
Brazilian  money  is  about  half  a mill.  In  Portuguese  coin,  however,  it  is  about  one  mill.  The 
modern  Brazilian  Milrlis  (written  x $000,  one  thousand  r£is)  is  equal  to  54  cents  in  gold.  The 
Portuguese  Milreis  is  worth  about  doubl*  that  of  Brazil. 
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that  year  King  John  VI.,  then  Prince  Regent,  threw  open  her 
ports  to  foreign  commerce.  As  a consequence  of  the  opening  of 
the  ports,  and  the  false  relation  between  gold  and  silver,  Brazil 
very  rapidly  exported  and  lost  her  gold,  which  was  taken  from 
her  in  exchange  for  silver,  so  that  about  the  close  of  the  year 
1809  the  Government  found  it  necessary  for  the  public  convenience 
to  increase  the  silver  coinage,  and  in  April,  1810,  ordered  the  re- 
stamping  of  the  Spanish  dollar  at  the  value  of  960  r£is,  and  these 
silver  coins,  being  made  receivable  for  public  dues,  took  the  place 
of  gold  in  the  circulation  of  the  country. 

The  result  of  this  substitution  of  a silver  for  a gold  circulation 
was  to  reduce  the  par  of  exchange  on  London  to  54  pence.  At  the 
same  time,  the  course  of  prices  in  Brazil  was  disturbed,  and  all 
commodities  seemed  to  be  growing  dearer.  This  was  in  part  due 
to  the  depreciation  in  the  circulating  medium,  and  in  part  to 
other  causes.  With  a view  to  carry  out  the  new  financial  policy, 
the  Government  created  by  charter,  the  12th  October,  1808,  a 
bank  of  issue  and  deposit,  which  commenced  its  operations  in  De- 
cember of  the  following  year. 

For  some  time,  the  operations  of  the  bank  were  conducted  pru- 
dently, and  its  notes  circulated  at  par  with  the  silver  coin,  but  the 
necessities  of  the  Government  soon  exhausted  the  resources  of  the 
bank  and  forced  it  into  excessive  issues,  so  that  depreciation  was 
the  inevitable  consequence.  Specie  was  demanded  of  the  bank  in 
redemption  6f  its  notes,  and  it  had  none  to  give.  At  the  first  signal 
of  depreciation  of  these  bank  notes  the  silver  coin  disappeared 
rapidly  from  circulation.  Hence,  it  happened  that  as  the  beautiful 
gold  coin  of  1809  was  crowded  out  by  silver,  so  ten  years  later,  in 
1819,  the  silver  coin,  in  its  turn,  gave  place  to  miserable  slips  of 
paper. 

Great  abuses,  frauds  even,  in  the  management  of  the  bank,  and 
excessive  issues,  produced  its  ruin.  In  1820  the  bank  was  insol- 
vent. On  the  23d  July,  1821,  at  a general  meeting  of  the  share- 
holders— but  without  consultation  with  or  consent  of  the  Govern- 
ment— a resolution  was  adopted  to  pay  its  outstanding  notes  in 
the  following  manner,  viz.:  75  per  cent,  in  small  notes,  15  per 
cent,  in  coin,  and  10  per  cent,  in  copper;  and  this  scale  remained 
in  force  until  the  extinction  of  the  bank. 

This  resolution  was  almost  equivalent  to  a suspension  of  pay- 
ments; but  the  bank  continued  in  operation.  The  liquidating 
commission,  years  afterwards,  declared  to  the  Judicial  Arbitrators, 
appointed  to  decide  upon  the  questions  between  the  bank  and  the 
Government,  that  subsequently  to  the  establishment  of  the  scale 
of  redemption  above  referred  to,  the  bank  had  continued  to  make 
loans  to  the  Treasury  and  to  discount  Treasury  obligations, 
whether  presented  by  the  Government  itself  or  by  individuals  pos- 
sessing them;  that  up  to  1822  the  bank  had  also  continued  to 
discount  commercial  paper,  but  that  after  that  date  it  had  made  no 
new  discounts  of  such  paper,  renewing  only  those  previously  made. 
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But  as  late  as  the  10th  April,  1824,  the  bank  applied  to  the 
Government  for  authority  to  increase  its  capital  stock  by  1,200 
shares,  it  being  thus  raised  to  3,600,000  $ 000.  The  document  in 
which  the  Government  gave  its  assent  to  this  application  furnished 
additional  evidence  that  at  that  time  the  issues  of  the  bank  were 
excessive.  Assenting  to  the  application,  the  decree  of  3d  May, 
1824,  declared  that  the  managers  of  the  bank  would  be  enabled, 
with  this  increase  of  capital,  not  only  to  extend  its  business,  but 
also  to  retire  a part  of  the  excessive  issue  of  its  notes  to  which 
it  had  been  driven  by  the  force  of  circumstances. 

The  circulation  of  the  Bank  of  Brazil  and  its  branches  at 
this  time  (1824)  was  11,390,920^000.  It  rose  in  1825  to 
1 1,940,920 $000;  1826  to  13,300,920 $000;  1827  to  2 1,574,920 $000, 
circulating  at  a very  heavy  discount. 

Under  these  circumstances  the  law  of  13th  November,  1827, 
which  established  the  sinking  fund,  seeking  to  liquidate  the  debt 
of  the  Government  to  the  bank,  prohibited  the  bank  from  making 
any  addition  to  its  circulation  after  the  1st  January,  1828,  and  ap- 
plied 6,000,000  $ Ooo  in  bonds  of  the  Government,  bearing  5 per 
cent,  interest,  to  the  redemption  of  an  equal  amount  of  bank 
notes.  But  this  measure  was  inoperative,  as  no  one  was  found 
willing  to  take  the  5 per  cent,  bonds  at  par,  while  the  6 per  cent, 
bonds  of  the  Government  were  selling  at  65  to  66. 

Nevertheless,  the  circulation  of  the  bank  decreased,  and  was  in 
1828,  21,355,920  $ 000  ; in  1829,  19,174,920  $ 000. 

The  average  annual  exchange  on  London  in  1825  was  51 
but  declined  in  1826  to  47^;  in  1827  to  363^;  in  1828  to  31^; 
in  1829  to  25^. 

All  the  symptons  of  the  depreciation  of  the  circulating  medium 
were  reflected  in  a marked  manner  by  the  course  of  the  exchange; 
and  as  this  declined,  the  price  of  gold  gradually  rose  and  with  it 
that  of  merchandise. 

The  Legislature  determined  therefore  to  put  a stop  to  the  opera- 
tions of  the  bank,  and  to  enforce  its  liquidation;  postponing 
its  final  dissolution  until  the  nth  December,  1829,  when  its 
charter  would  expire,  but  requiring  an  immediate  liquidation.  The 
nation  guaranteed  the  notes  of  the  bank  then  in  circulation,  the 
Government  paper  money  to  be  issued  in  substitution.  To  give 
them  the  more  prestige,  it  was  ordered  that  the  notes  should  be 
received  in  payment  of  public  dues.  The  nation  bound  itself  for 
the  payment  of  all  this  paper  circulation,  pledging  therefor  all 
the  Government  revenues  until  its  final  redemption.  To  which 
end,  besides  the  resources  applied,  or  which  might  in  the  future 
be  applied  by  the  Legislature,  there  were  consigned  at 'once  the 
resources  of  the  nation,  which  were  not  required  for  the  public 
service,  the  punctual  application  thereof  being  guaranteed  under 
the  penalty  attaching  to  the  fraudulent  application  of  public 
moneys. 
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. The  debt  of  the  Government  being  ascertained,  if  it  should  be 
found  to  exceed  the  circulation  of  the  bank,  the  Government  was 
to  settle  the  excess  in  its  bonds;  if,  on  the  contrary,  the  circula- 
tion should  exceed  the  debt  of  the  * Government,  the  bank  agreed 
at  once  to  withdraw  the  excess  ascertained  to  exist.  Thus  termi- 
nated the  first  bank  of  issue,  its  stockholders  bringing  charges  of 
ingratitude  against  the  Government,  in  whose  service  principally 
the  institution  had  ruined  its  credit,  bequeathing  to  Brazil  the 
mischievous  legacy  of  paper  money,  which  evil,  in  fact,  the  Gov- 
ernment had  introduced  several  years  before. 


RESERVES  OF  THE  LONDON  JOINT-STOCK  BANKS. 

The  small  reserves  which  the  great  banks  of  London  have,  for 
many  years,  been  in  the  habit  of  keeping,  are  attracting,  just  now, 
considerable  attention  both  here  and  in  Europe.  The  London 
Economist  has  discussed  the  subject  in  several  recent  articles.  An 
experienced  banker  offers  the  following  plan  for  the  formation  of  a 
Clearing-House  Reserve,  which,  notwithstanding  its  defects,  gives^ 
a suggestive  illustration  of  the  drift  of  public  opinion,  and  might 
probably,  with  some  modifications,  be,  with  advantage,  adopted. 
The  plan  is  as  follows: 

Suggestions  for  the  Formation  of  a Cash  Reserve  bv  the 

Clearing  Bankers  of  London,  to  take  the  place  of  their 

present  Balances  in  the  Bank  of  London. 

“From  the  Return  presented  to  Parliament  in  1873,  it  appears, 
that  the  average  amount  of  bankers’  balances  in  the  Bank  of 
England  for  three  preceding  years  may  be  reckoned  at  about  & 
millions. 

“Of  this  amount  it  is  assumed  that  the  clearing  bankers  owned 
by  far  the  largest  share,*  but  the  experience  gained  in  May,  1866, 
and  in  other  times  of  pressure,  has  proved  that  the  balances  of 
the  bankers  are  not  in  excess  of  their  requirements. 

“ It  is  now  proposed  that  an  association  be  formed  by  the  clear- 
ing bankers  for  the  custody  of  their  cash  reserves,  on  a principle 
which  shall  combine  security  to  the  public  with  a certain  amount 
of  profit  to  the  bankers.  The  present  system,  it  may  be  main- 
tained, provides  neither  of  these  advantages. 

“The  # security  of  the  public,  as  shown  by  the  events  of  1847, 
1857,  and  1866,  can  only  be  preserved  at  the  expense  of  a breach 
of  the  law. 

* The  aggregate  "cash  in  hand  and  at  the  Bank  of  England/’  belonging  to  fonr  clearing 
bankers,  was  10U  millions  at  midsummer,  1874.  It  is  probable  that  not  less  than  half  thi& 
amount  consisted  of  balances  at  the  Bank  of  England. 
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“ There  is  no  profit  to  the  banker  arising  from  his  balances  at 
the  Bank  of  England,  and  consequently  no  encouragement  to  him 
to  strengthen  them  beyond  the  lowest  limit  consistent  with  safety. 
Assuming  this  limit  to  be  eight  millions,  it  is  proposed  that  the 
minimum  reserve  of  the  Association  be  fixed  at  that  amount,  to 
be  contributed  by  each  member  in  proportion  to  his  liability  to 
the  public  on  current-deposit  account;  and  it  is  estimated  that  a 
contribution  at  the  rate  of  5 per  cent,  on  the  liabilities  of  the 
clearing  bankers  would  produce  8 millions. 

“The  following,  among  others,  would  be  the  rules  of  the  Asso- 
ciation : 

1.  Each  member  is  entitled  to  increase  his  reserve  to  double 
the  amount  of  his  minimum  contribution. 

2.  The  minimum  reserve  of  8 millions  shall  be  kept  in  bank 
notes  of  jQ  1,000  in  the  strong  room  of  the  Association. 

3.  A portion  of  the  surplus  over  8 millions  may  be  employed, 
at  the  discretion  of  the  managers,  in  short  loans  on  British  Gov- 
ernment Securities  with  a margin,  and  the  profit  realized,  after 
payment  of  expenses,  shall  be  divided  among  the  members  in  pro- 
portion to  their  respective  balances. 

4.  A member  desiring  to  withdraw  a part  of  his  balance  may 
do  so,  but  if  he  shall  withdraw  any  part  of  his  share  of  the  mini- 
mum, he  must  deposit  with  the  manager  of  the  Association  ap- 
proved bills,  having  not  more  than  21  days  to  run,  or  British 
Government  Securities  with  a margin.  Interest  to  be  charged  at  a 
rate  fixed  by  the  Manager,  and  divided  according  to  Rule  3. 

5.  A member  requiring  to  withdraw  more  than  half  his  share  of 
the  minimum  will  cease  to  belong  to  the  Association. 

“The  business  of  the  Association  would  include  the  daily  settle- 
ment of  differences  at  the  Clearing-House  by  means  of  transfer 
cheques.  The  Association  would  hold  its  unemployed  balances  in 
bank  notes,  but  would  effect  its  payments  by  transfers  only. 

“ It  is  believed  that  by  the  operation  of  this  scheme  the  following 
objects  would  be  accomplished: 

(a.)  A minimum,  equal  at  least  to  the  ptesent  average  banking 
reserves,  would,  as  far  as  possible,  be  secured. 

(A)  Bankers  would  be  encouraged  to  increase  their  reserves  in 
excess  of  the  minimum,  while  the  mode  of  employment  indicated 
would  render  such  extra  reserves  available. 

( c .)  The  weekly  publication  of  the  amount  of  the  Clearing-House 
reserve  would  be  a reliable  index  of  the  state  of  the  market,  and 
would  materially  influence  the  rate  of  discount. 

(d.)  An  agency  would  be  established  for  mutual  support  and 
assistance  among  bankers  in  times  of  difficulty. 

“ It  is  felt  on  all  sides  that  the  old  system  of  paternal  govern- 
ment is  passing  away.  The  Bank  of  England,  which  once  distanced 
every  competitor,  is  now  only  primus  inter  pares , a#d  if  another 
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panic  like  that  of  1866  is  to  be  avoided,  it  must  be  by  timely 
preparation,  and  by  a recognition  of  the  changes  which  events 
have  brought  about." 

This  proposal  has  caused  a lively  discussion,  which  is  still  going 
on  in  the  London  newspapers.  The  Economist , on  the  part  of 
the  banks,  declares  that  the  change  suggested  would  cost  more 
than  the  existing  system,  and  would  consequently  lessen  the  profits  of 
the  joint-stock  banks.  It  would  also  disturb,  so  argues  our 
contemporary,  and  throw  into  confusion  the  present  methods,  which 
have  so  long  been  established  that  they  must  not  be  disturbed. 
The  London  Times , on  the  other  hand,  has  given  conspicuous 
prominence  to  several  long  and  able  communications,  arguing  in 
favor  of  the  change,  and  so  far  it  has  not  inserted  any  thing  on 
the  opposite  side.  The  Times  has  not  as  yet  spoken  editorially. 
But  the  present  loose  method  of  keeping  the  reserves  in  the 
London  Joint-Stock  banks  is  seen  by  the  public  to  be  so  prolific 
of  mischief,  and  so  fruitful  in  panics,  that  some  reform  is  abso- 
lutely certain  to  be  made  before  long.  The  plan  above  suggested 
is  of  .course  capable  of  being  modified  with  advantage.  As  a 
beginning,  it  would  not,  perhaps,  be  needful  to  pass  any  new  law 
or  to  disturb  the  existing  Bank  Act,  which  is  admirable  both  in 
its  spirit  and  in  its  provisions.  Since  it  was  first  enacted,  in  1844, 
it  has  fully  accomplished  its  specific  purpose,  which  was  to  close 
the  door  to  one  of  the  causes  of  panics.  There  are  other  causes 
of  panics  which  that  law  did  not  check,  nor  was  it  leveled  against 
them.  Its  force  was  directed  against  panics  like  * that  of  1825, 
which  entered  through  the  avenue  of  the  bank  circulation.  There 
has  been  in  England  no  panic  of  this  sort  since  the  Bank  Act  of 
1844.  Its  success  has  been  complete.  Like  a watchful  Cerberus, 
it  has  fully  done  the  work  allotted  to  it  at  the  gate  it  was  set  to 
guard.  No  change  whatever,  then,  is  at  all  needful  in  the  Act  of 
1844.  Its  defects  are  of  a very  subordinate  character,  and  can 
await  future  reforms,  if  indeed  they  cannot  safely  be  left  to  cure 
themselves. 

The  present  seat  of  danger  in  the  English  money  market  is  not 
the  bank  circulation,  but  the  bank  reserves.  Here  is  the  weak 
spot  in  which  all  the  panics  originated,  which  have  desolated 
British  commerce,  since  1844.  The  convulsions  of  1847  and  1857, 
the  embarrassments  of  1864  and  1865,  and  the  great  Overend  panic 
of  1866,  with  its  long  paralysis  of  industry,  which  was  more  com- 
plete, more  incisive,  and  more  slow  of  recovery  than  any  recent 
panic — all  these  were  either  caused  or  greatly  enhanced  by  the 
discovery  that  the  banks  of  London  were  not  strong  in  banking 
reserves.  This  is  proved  by  the  fact  that,  when  these  banking 
reserves  were  recruited  from  the  note  reserves  of  coin  in  the  Bank 
of  England,  the  worst  symptoms  were  immediately  mitigated,  and 
the  panic  began  to  abate.  What  is  needful  to  be  done  is  that 
the  Joint-Stock  Banks  of  London  should  publish  a weekly  state- 
ment, and  should  hold  an  adequate  reserve  of  cash  in  their  own 
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vaults.  These  two  simple  provisions  would  be  enough  to  correct 
the  evil.  First,  make  it  obligatory  on  each  bank  to  hold  a cer- 
tain reserve  of  cash ; and  secondly,  require  a weekly  sworn  pub- 
lication to  assure  the  public  that  the  duty  is  faithfully  performed. 
That  such  a simple  expedient  would  be  both  practicable  and  effi- 
cient we  have  the  very  best  proof,  for  in  Louisiana  it  was  tried 
as  long  ago  as  1842.  It  has  been  in  full  force  in  this  city  since 
the  panic  of  1857,  and  had  much  to  do  with  our  exemption  from 
panics  during  the  war.  The  progress  of  this  agitation  in  London 
will  be  watched  with  the  more  interest  as  our  money  market 
shows  at  present  a livelier  sympathy  than  for  some  years  past  with 
the  changes  in  the  money  markets  of  Europe. 


A SHORTER  ROAD  TO  SPECIE  PAYMENTS. 

To  the  Editor  of  the  Banker's  Magazine: 

Sir:  I crave  your  permission  to  submit  some  observations  on 
Mr.  John  Earl  Williams*  “Short  Road  to  Specie  Currency,” 
which  was  propounded  in  a letter  addressed  to  Senator  Sherman, 
dated  nth  May  last,  and  which  was  inserted  in  the  Banker's 
Magazine  for  September,  together  with  editorial  comments  there- 
on. Concurring,  as  I do,  in  the  main  features  of  Mr.  Williams* 
scheme,  I am  of  opinion  that  it  is  susceptible  of  material  improve- 
ment. Mr.  Williams  contends  that  Congress  should  assume  the 
prerogative  of  furnishing  all  the  inhabitants  of  the  United  States 
with  a uniform  National  currency,  and  he  correctly  points  out 
that  the  profit  to  be  derived  by  the  use  of  notes,  convertible  into 
gold  on  demand,  ought  to  accrue  to  the  people  of  the  United 
States,  and  not  to  the  National  Banks.  There  is  at  the  present 
time  an  opportunity,  which  should  not  be  lost,  to  secure  a sound 
National  currency,  yielding  a considerable  profit  to  the  nation, 
.and  without  the  slightest  inconvenience  to  those  engaged  in  trade 
and  commerce.  You  apprehend  that  “one  of  the  first  fruits  of 
carrying  Mr.  Williams*  plan  into  effect  would  be  to  force  into 
liquidation  all  those  banks  which  depend  materially  on  the  interest 
of  their  hypothecated  bonds.”  If  this  surmise  were  correct,  I 
should  maintain  that  the  sooner  such  banks  were  forced  into 
liquidation  the  better;  but  I cannot  discover  in  the  National  Bank 
statements  any  ground  for  your  apprehension,  nor  am  I aware  of 
any  good  reason  why  bankers  in  die  United  States  should  not 
carry  on  their  business,  as  the  same  class  do  in  England,  without 
enjoying  the  advantage  of  circulation.  Mr.  Williams*  scheme 
would,  doubtless,  involve  a certain  amount  of  loss  to  the  National 
Banks,  which  would  be  equivalent  to  the  gain  to  the  people  at 
large;  but  I apprehend  that  such  loss  would  fall,  notion  the  banks, 
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but  on  their  customers.  I can  readily  conceive  that  at  the  time 
when  the  bank-note  currency  of  the  country  was  supplied  by  the 
State  Banks,  and  when  the  assets  held  against  it  consisted  largely 
of  commercial  paper,  much  inconvenience  must  have  been  felt  at 
its  withdrawal.  The  National . Bank  circulation,  being  represented 
by  United  States  securities,  held  by  the  Treasury  to  a larger 
amount  than  the  issues,  no  inconvenience  whatever  would  be  felt 
by  the  public  if  United  States  notes  were  substituted  for  National 
Bank  notes.  The  loss  which  would  fall  on  the  banks  would  be 
to  some  extent  compensated  by  the  removal  of  existing  restrictions, 
as  Mr.  Williams  has  pointed  out  under  the  6th  head  of  his  re- 
marks, and  surely  the  people  at  large  are  more  entitled  to  the 
profit  to  be  derived  from  the  circulation  than  the  National  Banks. 
It  seems  to  me  unfortunate  that  Mr.  Williams  should  have  sug- 
gested in  his  letter  that  the  amount  of  currency  should  be  800 
millions  of  dollars.  The  circulation  should  be,  as  it  is  in  Eng- 
land, self-regulating.  An  amount  should  be  fixed  by  law,  experi- 
mentally at  first,  beyond  which  all  issues  should  be  represented  by 
gold.  It  ought  not  to  be  difficult  to  determine  what  would  be  a 
safe  amount  to  calculate  on  as  a reliable  circulation  based  on 
Government  bonds.  That  amount  should  not  be  less  than  400 
millions,  nor  more  than  500  millions  of  dollars.  Taking  Mr.  Wil- 
liams’ estimate  of  150  millions  of  gold,  there  would  be  in  circu- 
lation from  550  to  650  millions  of  notes,  and,  if  more  were 
required,  gold  would  flow  into  the  Treasury  in  exchange  for  them, 
precisely  as  it  flows  into  the  issue  department  of  the  Bank  of 
England.  On  the  other  hand,  if  the  estimated  currency  were 
found  redundant,  the  gold  reserve  in  the  Treasury  would  be  re- 
duced. It  is  probable  that,  after  experience,  the  amount  issued 
on  the  basis  of  Government  securities  might  be  increased,  but  it 
would  be  advisable  to  be  cautious  at  the  outset,  and  400  millions 
would,  I should  think,  be  a safe  estimate.  This,  at  5 per  cent., 
would  yield- a profit  of  20  millions  per  annum,  less  the  cost  of 
engraving,  issuing,  and  redeeming  the  notes.  Mr.  Williams  is,  I 
venture  to  think,  mistaken  in  not  making  his  coin  notes  legal 
tenders.  These  notes  should  be,  like  those  of  the  Bank  of  Eng- 
land, arid  of  the  Dominion  of  Canada,  legal  tenders  everywhere 
but  at  the  office  of  redemption  in  gold,  in  New  York.  They 
should  be  receivable  for  customs  and  excise  duties,  and  would  be 
held  as  reserves  by  the  National  Banks.  The  effect  would  be  to 
economize  gold  to  the  utmost  possible  degree,  without  depreciating 
the  value  of  the  notes.  I venture  to  dissent  from  another  proposi- 
tion of  Mr.  Williams,  which  is,  that  “the  legal  tenders  now  out- 
standing shall  be  redeemed  in  specie.”  Such  a policy  would  lead 
to  serious  disturbance  in  all  commercial  and  financial  transactions, 
and  would  not  be  consistent  with  justice.  It  is,  in  my  judgment, 
the  fatal  error  in  all  schemes  that  I have  seen  propounded  for 
the  resumption  of  specie  payments.  I look  on  it  as  essential  to 
any  equitable  scheme  of  resumption,  that  there  shall  be  a new 
* issue  of  notes  redeemable  in  gold,  and  that  the  present  legal 
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tenders  and  National  Bank  notes  shall  be  called  in,  the  new 
notes  being  exchanged  for  them  at  a premium  to  be  fixed  by  law, 
and  which  should  not  be  less  than  io  per  cent.  All  transactions 
prior  to  the  date  fixed  for  the  resumption  of  specie  payments 
should  be  settled  in  the  old  currency,  unless,  of  course,  they  should 
be  payable  by  special  agreement  in  gold.  By  such  an  arrange- 
ment all  disturbance  in  commercial  transactions  would  be  avoided. 
I infer  from  your  comments  on  Mr.  Williams*  letter  that  you  were 
apprehensive  that  his  scheme  would  lead  to  undue  expansion  of 
the  circulation,  which  certainly  could  not  have  been  his  intention, 
as  his  Treasury  notes  were  to  be  convertible  into  gold  on  de- 
mand. This  is  the  true  safeguard.  If  the  notes  in  circulation  are 
all  represented  by  United  States  bonds  and  gold,  and  if  the  circu- 
lation should  at  any  time  prove  redundant,  a sale  of  bonds  would 
at  once  restore  the  equilibrium.  You  have  admitted,  in  your  re- 
marks on  Mr.  Williams*  scheme,  that  there  is  one  feature  of  it 
“which  we  unhesitatingly  commend,  that  is,  the  separation  of  the 
deposit  and  discount  business  of  banks  from  all  cpmplication  with 
the  circulating  currency.**  Concurring,  as  I do,  entirely  in  this 
opinion,  I should  rejoice  if  the  Treasury  of  the  United  States  were 
authorized  to  furnish  the  entire  National  currency,  and  to  receive  the 
profit  derived  from  it  for  the  nation.  I am,  however,  well  aware  of 
the  strong  opposition  which  will  be  made  by  those  interested  to  that 
part  of  Mr.  Williams*  scheme,  and  I therefore  venture  to  urge  a 
modification  of  it,  should  it  be  found  impossible  to  obtain  it  in 
its  integrity.  It  would,  in  my  opinion,  be  a great  mistake  to 
allow  the  382  millions  of  legal  tenders  to  be  funded,  as  has  been 
proposed.  The  true  policy  would  be  to  call  them  in,  and  to  issue 
in  exchange  for  them  at  a premium  of  10  per  cent.,  notes  re- 
deemable in  gold.  These  notes  would  be  of  precisely  the  same 
character  as  those  which  I have  advocated  for  the  entire  circula- 
tion, but  if  National  Bank  notes  should  still  be  allowed  to  circulate, 
a much  smaller  amount  would  be  required.  An  issue  of  200 
millions  on  bonds  might  even  be  too  much,  although  it  must  be 
borne  in  mind  that  the  National  Banks  would  probably  hold,  as 
they  do  at  present,  upwards  of  100  millions  as  reserves.  I see  no 
reason  for  abandoning  the  issue  of  legal-tender  notes,  which,  if 
convertible  into  gold  in  New  York,  would  be  most  convenient 
both  to  the  banks  and  the  public,  and,  moreover,  a source  of  con- 
siderable profit  to  the  nation.  When  once  a resumption  of  specie 
payments  shall  have  taken  place,  there  will  be  no  contraction  of 
the  circulation.  On  the  contrary,  there  ought  to  be  no  limitation 
to  the  National  Banks,  whether  they  are  or  are  not  to  be  intrusted 
with  the  supply  of  a portion  of  the  currency.  If  the  whole  cur- 
rency should  be  supplied  by  the  Treasury  on  the  plan  suggested 
by  Mr.  Williams,  modified  as  I have  indicated,  there  would  be  no 
limit  to  its  extent  on  the  basis  of  gold,  and  that,  be  assured, 
would  be  forthcoming  if  the  notes  were  at  par.  On  the  other 
hand,  if  the  National  Banks  should  have  to  continue  to  supply  a 
portion  of  the  currency,  they  would  have  to  deposit  Government 
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bonds  for  their  issues  as  at  present.  In  such  case  an  office  of  re- 
demption in  New  York  should  be  established,  at  which  each 
National  Bank  should  be  required  to  maintain  a sufficient  reserve 
in  legal  tenders  for  the  redemption  of  its  issues.  I attach  great 
importance  to  a new  issue  of  legal  tenders,  or  of  legal  tenders  and 
National  Bank  notes  conjointly,  redeemable,  the  legal-tenders  in 
gold  and  the  National  Bank  notes  in  legal  tenders  or  gold,  to  be 
substituted  for  the  present  currency  at  a premium  of  io  per  cent. 
One  advantage,  and  no  slight  one,  in  the  scheme  above  proposed 
is,  that  it  can  be  carried  out  without  delay,  at  any  time,  by  raising 
a loan  of  150  or  200  millions  of  dollars.  Upwards  of  40  millions 
of  this  would  be  required  for  the  redemption  of  the  fractional  cur- 
rency. I would  observe,  in  conclusion,  that  I concur  in  substance 
in  Mr.  Williams*  views,  though  I have  ventured  to  suggest  what 
I consider  improvements  in  the  details  of  his  scheme, 

A Constant  Reader, 


MR.  GEORGE  S.  COE  ON  THE  FINANCIAL  SITUATION. 

Views  expressed  before  the  Congressional  Committee  of 
Banking  and  Currency,  14  January,  1874. 

George  S.  Coe,  President  of  the  American  Exchange  Bank, 
New  York,  appeared  before  the  Committee  at  Washington,  the 
Hon.  Horace  Maynard  in  the  Chair. 

The  Chairman.  Will  you  please  tell  us  whether  in  your  opinion 
there  are  any  defects  in  our  present  financial  system ; if  so,  what 
they  are  and  how  they  may  be  remedied? 

Mr.  Coe.  These  are  two  very  important  questions.  First,  the 
defects.  The  defects  in  our  financial  system,  doubtless,  are  that  we 
are  out  of  harmony  with  the  commercial  world  in  respect  to  our 
measure  of  prices;  that  is  to  say,  we  are  not  upon  a specie  basis. 
The  remedy  is  a very  much  more  difficult  question  to  determine. 
We  are  brought  into  this  position  by  an  extravagant  issue  of 
paper  money  so-called,  which  paper  money  did  not  originate  in 
the  natural  order  of  commerce;  and  here,  in  order  to  make  a 
basis  for  what  I have  to  say,  I must  explain.  All  paper  used  as 
money  should  be  essentially  in  the  nature  of  a bill  of  exchange; 
it  must  follow  and  grow  out  of  trade.  It  cannot  be  injected  into 
it  by  any  possible  means  and  still  preserve  specie  payments.  Pa- 
per money  consists  really  in  orders  for  things  exchangeable  between 
men,  whether  that  money  be  in  the  form  of  a bank  note,  or  in 
form  of  a bill  of  exchange,  or  in  the  form  of  a bank  deposit  It 
is  drawn  on  things  requiring  exchange  in  the  business  relations 
among  men.  The  consequence  of  that  statement  is  this:  that 
where  articles  are  upon  a specie  basis  in  harmony  with  the  world’s 
commerce,  every  piece  of  paper  issued  must  follow  the  article  and 
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not  precede  it  That  is  a condition  vital  to  the  harmonious  com- 
merce of  the  country  and  of  the  world;  and  while  that  relation 
continues  to  exist  there  can  be  no  derangement  in  commerce  or 
suspension  of  specie  payment.  But  our  position  is  this : The 
Government,  in  the  war,  found  itself  in  an  exigency  needing  more 
money ; it  was,  in  f%ct,  short  of  those  materials  of  commerce  which 
constituted  the  basis  of  money.  It  was  therefore  compelled  from 
very  necessity  to  issue  evidences  of  debt?  Call  it  what  you  may, 
it  was  the  issue  of  a debt,  bearing  no  interest,  converted  into 
money.  Now,  so  far  as  they  were  debts,  they  grew  out  of  the 
poverty  of  the  Government.  The  Government  had  not  in  itself 
substantially  the  thing  signified  of  which  this  paper  was  the  pro- 
mise or  sign;  consequently  the  first  note  issued  by  the  Treasury 
was  a promise  which  did  not  mean  that  the  money  was  in  the 
Treasury,  but  that  it  was  not  there;  it  represented  the  absence  of 
it  Consequently,  as  soon  as  the  new  paper  became  infused  into 
commerce,  it  worked  a dilution  of  the  whole  currency.  The 
effect  was  in  spme  respects  similar  to  the  dilution  or  de- 
terioration of  coin  by  infusing  a foreign  matter  not  intrinsic 
into  it ; not  growing  out  of  the  relations  between  men  to 
each  other  in  respect  to  their  wants ; not  growing  out  of 
commerce  in  its  natural  operations ; but  requiring  a law  to 
compel  these  notes  to  circulate  as  money.  I therefore  say 
that  the  issue  of  every  one  of  these  notes  was  a dilution  of 
the  currency;  and  the  deterioration  became  greater  and  greater 
with  the  quantity  emitted,  just  as  gold  coin  would  deteriorate  by 
introducing  into  it  two  parts  of  alloy  instead  of  one.  In  that  way 
the  whole  mass  of  paper  currency  became  deteriorated,  and  specie 
payment  was  suspended.  Our  paper  money  was  not  exchangeable 
among  men  in  the  commerce  of  the  world;  and  that  debased 
element  must  be  eradicated  before  we  can  get  back  to  the  normal 
condition  of  commerce. 

Mr.  Farwell.  You  mean  by  that  that  we  must  redeem  the 

greenbacks  ? 

Mr.  Coe.  We  must  redeem  the  greenbacks  as  a necessary  con- 
sequence, and  I want  to  give  a reason  for  that  These  green- 
backs not  representing  the  commercial  value  they  purport  to  rep- 
resent, that  value  must  be  put  into  them  by  placing  the  gold  into 
the  Treasury  ; they  will  then  come  into  proper  relations  with  the 
commerce  of  the  world;  in  other  words,  they  will  represent  things 
in  trade  and  will  be  restored  to  their  true  position. 

Mr.  Hubbell.  Your  idea  is,  then,  that  greenbacks  should  be 

redeemed  and  taken  out  of  circulation  ? 

Mr.  Coe.  It  is.  It  should  not  be  done  suddenly,  because  the 

present  condition  of  the  currency  is  the  growth  of  years.  No 

sudden  return  can  take  place  without  violence  and  disturbance  in 
our  financial  system.  I would  return  as  gradually  as  possible,  and 
continue  the  process  until  the  adulteration  is  removed. 
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Mr.  Phelps.  Your  dislike  to  this  financial  element  injected,  as 
you  say,  into  the  currency,  adulterating  the  currency,  would  not 
be  so  great  if  it  should  be  made  exchangeable  with  the  good 
element;  in  other  words,  if  the  greenback  currency  was  made  re- 
deemable you  would  not  care  to  have  it  go  out  of  circulation  ? 

Mr.  Coe.  I would  not  like  to  answer  that  question  specifically, 
except  by  saying  that  I have  great  doubt  whether  the  Govern- 
ment has  the  functions  of*a  bank  by  which  it  can  issue  circulating 
notes  at  all,  except  as  they  issue  gold  certificates  now — a certificate 
which  states  that  they  hold  in  custody  that  amount  in  coin.  I 
have  great  doubt  whether  the  Government  can  possibly  issue  cur- 
rency otherwise  than  as  a certificate  of  money  in  the  Treasury,  in 
a normal  condition  of  things. 

Mr.  Farwell.  What  is  your  panacea? 

Mr.  Coe.  That  is  a question  I would  hardly  like  to  answer.  I 
have  no  remedy  except  this : I think  these  legal-tender  notes 
should  be  withdrawn  as  rapidly  as  can  be  done  without  interfering 
violently  with  the  course  of  trade,  by  funding  them,  as  was  the 
original  intention.  You  will  remember  that  originally  every  one  of 
these  notes  was  fundable  into  6 per  cent,  bonds;  and  I think  now 
they  should  be  funded,  or  the  specie  put  into  the  Treasury  to  re- 
deem them;  but,  as  I said  before,  only  by  easy  stages. 

Mr.  Farwell.  You  would  give  the  holder  the  option  of  fund- 
ing them  ? 

Mr.  Coe.  That  is  one  of  the  financial  problems  which  it  is 
difficult  to  solve. 

Mr.  Phelps.  I would  like  to  have  your  opinion  as  to  the  com- 
parative advantages  of  the  two  schemes  of  getting  rid  of  the  legal 
tenders;  yours  is  gradually  to  withdraw  the  legal  tenders  directly 
by  taking  them  out  of  circulation ; another  is,  instead  of  withdraw- 
ing the  legal  tenders  piecemeal,  at  the  rate  of  two  or  three  mil- 
lions a month,  to  gradually  accumulate  gold  in  the  Treasury  until 
a sufficient  amount  has  been  obtained  to  redeem  them  all? 

Mr.  Coe.  In  the  first  place,  I do  not  think  it  would  be  safe  to 
undertake  any  such  wholesale  redemption  with  less  than  from  two 
to  four  hundred  millions  of  gold  in  the  Treasury,  and  to  undertake 
to  accumulate  that  amount  immediately  would  seriously  interfere 
with  and  derange  the  commerce  of  the  world.  I doubt  whether 
it  would  be  practicable  to  import  even  two  hundred  millions,  and 
lock  it  up  in  the  Treasury  of  the  United  States,  without  producing 
too  great  an  agitation  in  the  course  of  trade. 

Mr.  Phelps.  Suppose,  instead  of  borrowing  it,  we  retain  it  as  it 
is  received  in  the  shape  of  duties.  We  have  already  paid  out,  in 
the  purchase  of  bonds,  more  than  enough  to  redeem  the  entire 
volume  of  greenbacks. 

Mr.  Coe.  .It  has  always  appeared  to  me  that  the  Government 
did  not  act  wisely  in  allowing  its  coin  to  be  sold  in  payment  of 
its  bonded  indebtedness,  instead  of  using  it  to  redeem  its  promises 
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payable  on  demand.  There  was  a time  when  one  hundred  millions 
was  retained  in  the  Treasury  without  any  violence  to  the  course 
of  trade  or  commerce.  If  the  course  had  been  pursued  of  allow- 
ing it  to  accumulate,  we  could  have  resumed  specie  payments  be- 
fore this  time.  Undoubtedly,  between  the  two  plans  you  mention, 
the  system  of  retaining  the  currency  at  its  present  volume,  and, 
when  a change  is  made  suddenly,  to  replace  one  quantity  of  cur- 
rency by  an  equal  quantity  of  gold,  would  be  the  best. 

Mr.  Mitchell.  I take  it  that  we  could  not  resume  until  cur- 
rency comes  almost  to  an  equal  value  with  gold;  in  that  event 
gold  will  come  in  to  discharge  the  functions  of  money,  instead  of 
remaining,  as  at  present,  demonetized  by  its  increased  value. 

Mr.  Coe.  That  is  true.  In  the  mean  time  there  must  be  a 
gradual  adjustment  of  prices  in  the  whole  country  before  you  reach 
that  position.  In  other  words,  our  commodities  must  descend  in 
price  until  we  come  into  harmony  with  the  world’s  prices.  There 
is  no  escape  from  that  whatever,  and  that  result  is  to  be  reached 
by  economy. 

Mr.  Hawley.  It  seems  to  me  that  for  the  Government  to  buy 
gold  in  Europe  and  bring  it  here  in  great  quantities  would  involve 
much  disturbance  in  the  market.  What  would  you  think  of  the 
plan  of  allowing  say  ten  millions  a month  to  be  received  for  du- 
ties and  issued  again  redeemable  in  gold,  say  the  1st  of  January; 
then  ten  millions  more  redeemable  in  February;  another  ten  mil- 
lions in  March,  and  so  on;  each  issue  having  on  it  the  date  at 
which  it  is  to  be  redeemed  ? 

Mr.  Coe.  The  practical  operation  of  that  would  be  to  so  vary 
the  prices  of  these  different  classes  of  legal  tenders  as  to  take  them 
out  of  the  currency  for  the  purposes  of  trade.  No  person  carry- 
ing on  a large  business  could  receive  in  payment  for  his  goods 
currency  differing  so  greatly  in  value. 

Mr.  Hawley.  I understand  your  theory,  however,  to  be  that 
any  steps  on  the  part  of  the  Government  toward  specie  payment 
would  so  appreciate  the  value  of  greenbacks  to  that  of  gold  that 
there  would  be  no  substantial  difference  in  the  price — at  least  that 
it  would  be  so  slight  as  to  create  no  disturbance? 

Mr.  Coe.  That  suggests  another  question.  These  legal-tender 
notes  being  promises  of  the  Government  to  pay  at  an.  indefinitely 
future  time,  not  having  now  any  representative  in  value  in  the 
Treasury,  are  worth  just  the  discount  for  the  time  at  the  close  of 
which  they  will  probably  be  redeemed.  If  I receive  a note  hav- 
ing no  time  fixed  for  its  payment,  it  is  worth  exactly  the  same  as 
a note  payable  in  two  years,  provided  two  years  is  the  time  when, 
in  my  judgment,  I can  get  pay  on  my  demand  note. 

Mt.  Hawley.  There  is  another  circumstance,  however,  which 
enters  into  the  value  of  this  demand  note— that  it  has  gone  into 
the  currency  of  the  country. 

Mr.  Goe.  That  is  entirely  true. 
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Mr.  Hawley.  If  the  note,  however,  is  even  convertible  imme- 
diately into  money,  it  depreciates  if  more  is  issued  than  is  needed 
for  the  business  of  the  country. 

Mr.  Coe.  In  other  words,  trade  is  like  the  blood  in  a man’s 
body;  the  currency  is  a thing  that  is  the  consequence  of  vital  ac- 
tion. Paper  money  properly  issued  must  be  the  representative  of 
something  else  given  in  the  transaction.  If  I have  a transaction 
with  the  Chairman  of  this  Committee,  receiving  from  him  some 
valuable  commodity,  and  I give  a note  in  exchange,  that  note  is 
a bill  of  exchange.  But  money  issued  without  any  representative 
value  behind  it  is  nothing  but  a debt  payable  in  the  future;  it 
represents  the  inability  of  the  man  to  pay,  and  not  his  ability ; and 
so  the  currency  of  the  Government  represents,  not  the  ability  of 
the  Government  to  pay,  but  the  inability,  and  therefore  it  is  a debt 
converted  into  money  by  force  of  law. 

The  Chairman.  Let  me  ask  you,  as  an  abstract  proposition, 
whether  you  think  it  desirable  at  the  earliest  practicable  moment 
to  return  to  the  financial  system  of  the  Government  before  the 
war,  requiring  all  the  operations  of  the  Government  to  be  trans- 
acted in  coin ; the  currency  of  the  country  beyond  that  being  sup- 
plied by  the  promissory  notes  of  private  parties  or  of  bank  cor- 
porations ? 

Mr.  Coe.  I would  like  to  follow  down  the  train  of  thought  I 
was  pursuing  a moment  before  answering  that  question.  Aside 
from  the  defect  in  our  financial  system  which  I have  mentioned, 
the  Government  of  the  United  States  has  authorized  another  class 
of  notes  to  be  issued  by  corporations.  These  notes  are  guaranteed 
by  the  Government,  the  Government  becoming  substantially  the 
indorser  of  them.  Now,  I conceive  it  to  be  perfectly  impossible 
for  the  Government  properly  to  direct  its  attention  to  its  own 
obligations  until  it  has  disposed  in  some  way  of  these  indirect 
obligations  in  respect  to  the  National  Bank  notes.  The  law  re- 
quires the  Government  to  pay  every  defaulting  bank  note  at  the 
Treasury.  It  is  like  this:  suppose  I was  in  a very  large  business, 
and  unable  for  the  moment  to  meet  my  obligations,  but  I find 
that  beside  my  direct  obligations  I have  indorsed  for  other  men 
accommodation  notes  which  they  have  issued.  My  first  duty  is  to 
dispose  of  these  indirect  and  incidental  obligations  and  to  extricate 
myself  from  them,  so  that  I may  give  my  entire  attention  to  the 
payment  of  my  direct  obligations.  I regard  it  as  indispensable 
that  the  Government  should  first,  in  some  way,  relieve  itself  of  the 
obligation  of  redeeming  the  currency  of  the  National  Banks  at  the 
Treasury.  It  is  perfectly  clear  that  if  we  undertake,  in  resuming 
specie  payments,  to  provide  for  the  redemption  of  four  hundred 
millions  of  legal-tender  currency,  we  shall  not  succeed  if  on 
the  top  of  that  is  to  ccme  all  the  bank-note  circulation,  amount- 
ing to  nearly  four  hundred  millions  more,  making  eight  hundred 
millions  of  dollars  in  all. 

t 


Digitized  by  UjOOQle 


*875  ] 


MR.  COE  ON  SPECIE  RESUMPTION. 


617 


The  Chairman.  Please  state  whether  you  can  suggest  any 
change  either  in  the  amount  or  character  of  our  currency  which 
would  be  desirable? 

Mr.  Coe.  Allow  me  to  resume  at  the  point  where  I left 
off.  The  points  presented  by  the  Committee  were,  what  are  the 
defects  of  the  present  system,  and  how  to  remedy  them  ? My 
answer  was  that  the  defects  of  the  present  system  consisted  in  the 
fact  that  we,  as  a nation,  were  dislocated  and  out  of  harmony 
with  the  currency  of  the  world  as  it  is  expressed  in  prices ; that  is, 
we  are  not  on  a specie  basis.  The  other  part  of  the  question  was 
more  difficult  to  answer.  In  giving  an  opinion  as  to  what  reme- 
dies should  be  suggested,  I endeavored  to  state  what  I supposed 
to  be  the  true  basis  of  currency,  showing  that  we  were  out  of  har- 
mony with  that  basis.  And  then  came  the  question,  how  to  reme- 
dy the  difficulty.  I stated  that  the  currency  of  the  country  con- 
sisted of  two  parts:  first,  the  direct  issues  of  the  Treasury  of  the 
United  States,  called  legal-tender  notes;  and  secondly,  another 
class  of  currency  issued  by  the  National  Banks.  That  the  second 
class  involved  the  contingent  liability  of  the  Government  as  guar- 
antors for  every  dollar  of  it.  That  it  was  necessary,  in  looking  to 
any  return  to  specie  payment,  first,  that  the  country  should  clear 
itself  of  that  incidental  liability.  I want  to  dwell  a moment  on 
that  single  point. 

These  promises  of  the  National  Banks  are  issued  by  corporations, 
which  promises  are  substantially  indorsed  by  the  Government,  and 
therefore  in  providing  for  the  direct  liabilities  of  the  Government 
for  the  legal-tender  notes,  we  must  pay  proper  respect  to  this  in- 
cidental liability  in  regard  to  the  bank  notes;  otherwise,  we  shall 
find  ourselves  embarrassed  from  the  start.  How,  then,  shall  that 
provision  be  made  ? Very  clearly,  by  requiring  these  banks  to  put 
themselves  in  an  attitude  where  they  shall  take  care  of  themselves. 
These  notes  were  issued  after  an  issue  of  legal-tender  notes  had 
been  made,  and  an  inflation  of  prices  had  been  produced,  and 
they  have  to  be  paid,  like  all  other  debts.  Hence,  in  a resump- 
tion of  specie  payment,  they  must  be  taken  into  consideration.  It 
may  be  said  that  these  bank  notes  were  not  issued  with  the  ex- 
pectation practically  that  they  would  have  to  be  provided  for; 
they  constitute  a volume  of  three  hundred  and  fifty-six  million  dol- 
lars of  paper  money  put  out  without  any  regard  to  redemption, 
because  the  requirement  of  redemption  has  never  been  imposed 
upon  them;  and  these  bank  notes,  therefore,  lie  upon  the  country 
as  a general  debt,  like  the  legal-tender  notes,  in  respect  to  which 
no  immediate  provision  for  redemption  has  been  made.  Now,  a 
bank  is  prosperous  and  in  good  condition  just  in  proportion  as  it 
* frequently  redeems  its  own  obligations ; that  is  to  say,  in  proportion 
as  its  business  is  conducted  upon  short  credits,  with  its  assets  so 
held  as  to  be  available  upon  short  notice.  Frequent  redemption 
constitutes  the  vitality  of  all  good  credit.  The  redemption,  there- 
fore, of  bank  notes  in  some  practical  form  is  a thing  to  be  de- 
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sired,  both  as  to  the  safety  of  the  Government  and  to  the  purity 
of  the  currency.  These  bank  notes  having  been  put  out  without 
any  provision  for  immediate  liability  of  redemption,  they  are  loaned 
on  long  credits,  and  upon  property  which  is  not  readily  converti- 
ble, as  'other  property,  such  as  produce  and  merchandise,  is.  I 
think  it  will  be  found,  upon  a careful  investigation,  that  a large 
amount  of  the  assets  of  the  National  Banks  of  the  country  con- 
sists in  long  credits,  and  in  property  unsuitable  for  immediate  con- 
version. And  that  is  the  natural  result  of  the  issue  of  this  paper, 
without  immediate  redemption  being  impending  over  it  all  the 
time.  Now,  these  banks  are  to  be  put  into  a condition  of  self- 
sustentation,  by  making  them  feel  that  there  is  this  liability  con- 
tinually impending  over  them — that  they  can  be  always  called  on 
for  actual  redemption.  When  there  is  a constant  apprehension  on 
their  part  that  their  notes  must  be  redeemed  when  required,  they 
will  keep  their  assets  where  they  will  be  available  for  payment, 
and  they  will  not  loan  so  much  upon  what  are  called  accommo- 
dation notes,  and  upon  property  not  available  for  conversion. 
They  will  not  loan  for  the  purpose  of  railroad  enterprises,  build- 
ings, and  other  property  not  easily  convertible  into  the  means  of 
paying.  As  soon,  therefore,  as  you  restore  that  liability,  you  make 
the  bank  note  a more  perfect  representative  of  property  than  it 
now  is;  it  comes  nearer  to  property,  and  is  resolvable  and  ex- 
changeable into  something  by  which  it  may  be  paid.  And  further- 
more, as  I have  stated,  you  purify  the  bank  currency  in  that  way ; 
in  other  words,  you  put  the  bank  upon  the  position  of  sustaining 
itself. 

If  I have  made  myself  clear  upon  that  subject,  it  is  very  plain 
that  no  effort  to  resume  specie  payment  can  be  made  successful 
without  removing  this  indirect  liability,  and  to  produce  that  result 
it  is  required  that  the  banks  shall  redeem  their  notes  frequently. 

I might  add  that  the  National  Banks  can  only  resume  in  what  is 
recognized  as  the  money  of  the  country  at  the  time ; and  as  that 
money  becomes  more  and  more  elevated  in  its  value,  they  them- 
selves will  rise  with  the  whole  system  to  the  level  of  the  basis 
established  for  the  country,  whatever  that  level  may  be.  For  instance, 
if  legal-tender  notes,  after  the  redemption  has  commenced,  have 
risen  more  nearly  to  a specie  basis,  have  improved  in  their  credit, 
bank  notes  will  also  improve  in  their  credit. 

One  other  remark  I should  like  to  make  in  this  connection.  If 
I made  myself  understood  yesterday  in  the  idea  that  on  a true 
basis  currency  must  be  resolvable  into  property  in  order  to  be 
sound,  it  follows  that  the  idea  of  fixing  the  amount  of  currency 
per  capita — of  basing  it  upon  population — is  erroneous.  You  can-  # 
not  say  that,  because  a community  has  required  at  a given  time, 
a certain  amount  of  currency,  therefore  you  can  infuse  into 
the  mass  of  currency  so  much  per  head  of  Government  credit 
which  has  been  made  by  law  a legal  tender;  because  currency 
is  regulated  in  respect  to  its  needs  by  the  laws  of  industry,  and  in 
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connection  with  improving  its  value  comes  the  stimulation  of 
industry  by  producing  more  property,  which  only  can  be  done  by 
greater  industry  and  greater  economy  both  on  the  part  of  the 
Government  and  the  individual.  Each  man  must  do  his  part  to 
restore  the  currency  of  the  country  to  its  proper  basis.  And  that 
explanation,  if  I have  made  it  clear,  points  out  one  difficulty  of 
resumption. 

Now,  then,  how  to  resume  is  a very  much  more  difficult 
question.  It  may  be  done,  I think,  by  one  of  two  processes : 
First,  by  the  retirement  of  the  legal-tender  notes,  which,  as  I 
said,  are  pure  credit;  or,  secondly,  by  supporting  the  notes  and 
giving  them  value  by  means  of  the  property  which  they 
purport  to  represent,  but  do  not  represent;  that  is,  by  putting 
under  them  property  in  the  Treasury,  which  must,  of  course,  be 
gold.  Then,  as  the  currency  rises,  if  we  find  when  we  are 
approaching  specie  payments  that  we  have  more  currency,  coin, 
and  paper  than  we  need,  the  inevitable  result  will  be  that  the 
currency,  which  is  exportable,  and  which  is  gold,  will  flow  out  of 
the  country,  and  we  shall  lose  it.  If,  however,  we  have  not 
sufficient  currency,  gold  will  be  retained  here,  because  our  trade 
requires  it.  Gold  represents  property.  A piece  of  gold  is  like  a 
basket  or  a pair  of  boots;  it  is  the  product  of  industry.  If  we 
have  an  excess  of  it,  it  will  simply  go  into  the  channels  of  trade 
and  commerce  and  be  exported.  If  we  resume  specie  payment 
with  too  much  gold,  the  gold  will  go  abroad.  If  we  resume  with 
too  little  gold,  it  will  come  hither. 

Then  suppose  the  Government  should  redeem  its  legal-tender 
notes,  and  it  should  be  found  that  we  have  too  little  currency,  what 
will  be  the  result  ? National  Bank  notes  will  be  issued  to  take  the 
place  of  legal  tenders  which  have  been  canceled,  and  the  exact 
quantity  of  gold  will  be  retained,  while  if  we  have  too  much  cur- 
rency it  will  be  reduced,  because  it  will  have  to  be  redeemed  in 
coin;  and  therefore  the  proper  level  will  be  reached  and  main- 
tained. I think  our  position  is  very  much  like  this:  We  have 
isolated  ourselves  in  a lake,  separated  by  an  embankment  which 
we  have  constructed  between  us  and  the  ocean.  If  the  embank- 
ment is  removed  the  level  will  be  immediately  regained;  the  aver- 
age will  be  secured.  If  there  is  an  excess,  it  will  pass  out  into 
the  great  ocean  of  commerce,  and  the  level  will  be  reached.  If 
we  have  too  little,  the  deficiency  will  be  made  up  from  the  same 
great  reservoir. 

The  Chairman.  Sometimes  the  cutting  of  a sluice  from  the 
lake  to  the  ocean  drains  the  lake  perfectly  dry. 

Mr.  Coe.  That  depends  upon  whether  the  level  is  below  the  sur- 
face of  the  great  reservoir  or  above  it.  I think,  however,  that  figure 
is  a perfectly  just  one  in  this  particular. 

Mr.  Farwell.  What  is  your  method  for  practical  redemption 
at  this  time? 
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Mr.  Coe.  We  cannot  conceal  from  ourselves  the  fact  that 
practical  redemption  cannot  be  secured  without  trouble.  It  is  not 
an  easy  thing  to  do.  How  came  we  where  we  are? — is  the  first 
question.  Clearly  by  an  excessive  issue  of  paper  money  in  its 
various  forms,  which  excessive  issue  is  the  instrument  of  excessive 
expenditure.  We  are  able  to  expend  just  so  much  more,  whether 
the  dollar  be  false  or  true ; so  long  as  we  expend  it,  it  is  the  means 
of  our  impoverishment.  In  this  way  while  we  have  felt  rich  we 
have  expended  money  with  great  prodigality.  The  whole  commu- 
nity has  expended  beyond  what  was  really  its  legitimate  income- 
In  the  next  place,  it  has  been  expended  by  putting  it  into  fixed 
forms  of  property,  such  as  railroads,  houses,  and  other  forms  which 
cannot  go  into  commerce  again  by  exchange.  We  have  expended 
a greater  amount  here  than  the  actual  savings  of  the  country  would 
justify.  Then,  how  are  we  to  get  back?  By  reversing  our  steps 
exactly.  The  practical  question  is,  therefore,  with  what  rapidity 
this  reverse  action  shall  take  place — whether  we  shall  go  rapidly 
or  slowly  into  resumption.  Whether  rapidly  or  slowly,  we  shall 
find  it  a hard,  rough  road.  It  is  a question  of  manhood,  as  the 
war  was  a question  of  manhood.  It  is  one  involving  self-sacrifice. 
To  a large  extent  it  is  a moral  question,  whether  we  have  the 
manhood  to  go  through  with  it  or  not.  But  just  as  surely  as  we 
commence  the  work,  depending  upon  Providence,  I am  absolutely 
certain  we  shall  find  greater  helps  in  every  direction  than  we  can 
now  look  forward  to. 

Mr.  Farwell.  Is  it  a fact  that  in  the  last  ten  years  the  coun- 
try has  been  in  a prosperous  condition  in  its  industries,  commerce 
and  agriculture,  or  not  ? 

Mr.  Coe.  I know  the  statement  is  frequendy  made  that  we 
have  been  in  an  unusually  prosperous  condition;  but  I think  if 
you  will  examine  the  subject  carefully  you  will  find  that  very  much 
of  the  prosperity  of  the  last  ten  years  has  resulted  from  converting 
exchangeable  capital  into  fixed  capital ; in  other  words,  that  a large 
amount  of  that  prosperity  has  been  the  result  of  the  creation  of 
property,  which  under  a solid  basis  would  not  have  been  done. 
The  building  of  houses,  of  railroads,  and  other  like  great  enter- 
prises, has  been  stimulated  by  the  inflation  of  the  currency,  causing 
a feeling  in  the  community  of  great  prosperity.  I think  in  a very 
large  degree  these  great  enterprises  have  resulted  from  that  feeling, 
which  has  kept  the  country  in  a condition  that  seemed  to  be 
prosperity;  but  I apprehend  the  result  will  be,  when  we  come  to 
resumption,  that  we  shall  find  very  much  of  that  prosperity  like 
that  of  a man  who  builds  a house  without  money  to  pay  for  it ; 
it  is  built  upon  credit.  While  the  work  has  been  going  on  he  has 
stimulated  a great  deal  of  industry  in  the  employment  of  mechan- 
ical and  other  resources  in  his  vicinity  which  have  contributed  to 
the  structure ; but  when  the  building  is  finished  the  question  arises 
whether  he  was  justified  in  making  that  expenditure.  I think  a 
great  deal  of  the  industry  of  the  country  has  been  employed  in 
that  way  during  the  last  ten  years. 
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The  Chairman.  As  I understand  you,  then,  it  would  have  been 
better  if  the  industry  and  capital  of  the  country  had  been  employed 
in  something  which  would  have  been  consumed  or  eaten  up,  rather 
than  putting  it  in  the  form  of  these  permanent  enterprises  of  which 
you  speak  ? 

Mr.  Coe.  I think  we  are  a little  ahead  of  time  in  many  of 
these  great  enterprises.  I think  it  would  have  been  better  if  the 
industry  of  the  country  had  been  directed  to  the  production  of 
such  things  as  would  be  exchanged  in  commerce,  such  as  cotton, 
wheat,  and  other  articles  entering  into  trade  and  commerce. 

Mr.  Mitchell.  What  you  mean  is,  that  property  has  been  put 
into  forms  from  which  it  cannot  be  easily  returned  or  exchanged  ? 

Mr.  Coe.  That  is  it. 

Mr.  Farwell.  I should  like  to  hear  an  answer  to  my  question, 
whether  the  country  has  been  prosperous  or  not  in  the  last  ten 
years. 

Mr.  Coe.  I could  not  answer  that  question  directly  without 
making  the  explanation  I have  made.  To  answer  the  question 
directly,  industry  has  been  very  active  and  the  country  has  been 
apparently  prosperous,  but  I do  not  think  it  has  been  that  solid 
prosperity  which  we  should  have  had  upon  a specie  basis. 

The  Chairman.  What  do  you  call  the  prosperity  of  the  coun- 
try? Does  it  consist  in  the  employment  of  labor  at  remunerative 
rates,  or  in  the  employment  of  capital  at  high  rates  of  interest? 

Mr.  Coe.  Neither  one  nor  the  other.  The  prosperity  of  the 
country  is  the  same  as  that  of  an  individual ; if  he  makes  a little 
more  than  he  spends,  if  he  saves  a little  every  year,  that  is  pros- 
perity; if,  however,  he  spends  a little  more  than  he  makes,  and 
gets  into  debt  every  year,  he  is  not  prosperous. 

Mr.  Merriam.  I understand  the  result  of  the  industry  of  the 
last  ten  years  has  been  that  men  have  bought  farms,  paid  for 
them,  and  own  them  to-day,  furnishing  a basis  for  all  future  time 
for  the  labor  of  the  country;  and  the  increase  of  deposits  in  the 
New  York  State  savings  banks  from  $ 72,000,000  in  1862  to 
$ 274,000,000  in  1872,  an  increase  of  over  $ 200,000,000.  Would 
you  regard  that  as  an  evidence  of  prosperity  or  not? 

Mr.  Coe.  Undoubtedly;  unless  in  connection  with  it  there  have 
been  entailed  debts  which  in  future  will  add  more  to  their  em- 
barrassments than  the  investments  they  have  made  will  to  their 
advantage.  Your  proposition  as  stated  is  undoubtedly  true. 

The  Chairman.  Let  me  ask  whether,  in  your  opinion,  the 
ability  of  the  Government  to  resume  does  not  depend  exclusively 
upon  the  question  of  its  revenues  ? 

Mr.  Coe.  I suppose  it  does. 
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GOLD  HELD  BY  THE  NEW  YORK  BANKS. 


A resolution  was  introduced  in  the  House  of  Representatives, 
on  the  23d  of  December  last,  requesting  the  • Secretary  of  the 
Treasury  to  call  upon  the  National  Banks  of  the  city  of  New 
York  to  report  “ the  exact  amount  of  gold  coin,  gold  certificates 
and  checks  or  memorandums  of  individuals  held  by  said  banks  at 
the  close  of  business  on  the  9th  of  December,  1874.” 

This  resolution  was  referred  to  the  Committee  on  Banking  and 
Currency,  and  no  further  action  has  since  been  had  in  reference 
to  it.  Since  the  resolution  was  introduced,  the  Comptroller  of  the 
Currency  has  called  upon  the  National  Banks  for  a statement  of 
their  condition  at  the  close  of  business  on  the  31st  December 
last.  The  returns  from  the  National  Banks  of  the  city  of  New 
York  have  already  been  received,  and  the  amount  of  specie  and 
coin  certificates  held  by  them  at  that  date  has  been  obtained  from 
the  Comptroller. 

Previous  to  October  3,  1872,  the  banks,  both  National  and 
State,  throughout  the  country,  included  in  their  returns,  under  the 
head  of  “specie,”  coin  certificates  and  checks  payable  in  coin; 
and,  therefore,  previous  to  that  time  no  true  exhibit  of  the  actual 
amount  of  specie  held  by  either  the  National  or  State  Banks  was 
available.  The  Comptroller,  in  his  call  for  reports,  in  October, 
1872,  directed  the  National  Banks  to  separate  the  coin  from  the 
coin  certificates,  and  to  return  the  checks  payable  in  coin  under 
the  head  of  “ cash  items.”  Since  that  date  the  reports  of  the 
banks  have  been  made  in  this  way. 

If  the  State  Superintendent  at  Albany  will  request  the  State 
Banks  to  make  their  returns  in  a similar  manner,  the  aggregate 
amount  of  specie  held  by  all  the  banks  in  the  city  of  New  York 
will  be  at  all  times  available,  at  not  less  than  four  different  periods 
of  each  year.  We  have  obtained  from  the  Comptroller  the  follow- 
ing table,  showing  the  amount  of  specie  and  coin  certificates  held 
by  the  National  Banks  of  the  city  of  New  York,  at  twelve  dif- 
ferent periods,  from  October  3,  1872,  to  January  1,  1875: 


Dates. 

Oct.  3, 1872 
Dec.  27,  “ 
Feb.  28,  1873 
Apr.  25,  “ 
Tune  13,  “ 

Sept.  12,  “ 
Dec.  26,  “ 
Feb.  27,  1874 
May  i,  “ 
June  26,  “ v 
Oct.  2,  “ 
Dec.  31,  “ 


- — Held  by  National  Banks  in  N.  Y.  City , 

/>  • U • S.  Com  /7.  .1 

CotK-  Certificates.  ToUd' 

■ $920,767 . $3,454.58°  - $6,375,347 

1,306,091  . 12471,940  . 13,778,031 
>.958,759  - * >,539.79°  - >3.498,549 

1,344,94°  - >>, 743.3*°  - >3.088,230 

1442,087  . 22,139,090  . 23,381,177 

1,063,200  . 17,522,610  . 14,585,810 

1,376,160  . 18,325,770  . 19,701,930 

I,l67,8l5  . 23,518,645  . 24,686,460 

1,530,282  . 23,454.660  . 24,984,942 

1,842,525  . 13,671,660  . 15,514,185 

1,291,786  . I3,II4,480  . 14,406,266 

Vi *443»2oo  . 14,410.955  - 1 5*854- 1 55 

v 

\ 


Held  by  other 
National 
Banks. 

• $ 3,854409 
5,269,305 

4,279.123 

3,780,557 

4,368,909 
5,282,658 
7,205,107 
8»679*403 
7*585*02  7 
6,812,022 
6,834,678 


Aggregate. 

$ 10,229,756 
19*047*336 

17*777,673 
16,868,808 
27,950,086 
19,868469 
26,907,037 
33*3  65.863 
32,569,969- 
22,326,207 
21,240,945, 
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THE  STATE  BANKS  OF  NEW  YORK. 

Report  of  Superintendent  Ellis. 

The  Annual  Report  of  the  Superintendent  of  the  Banking  De- 
partment of  the  State  of  New  York  was  submitted  to  the  Legisla- 
ture on  January  15th,  by  Mr.  D.  C.  Ellis. 

In  the  report  he  makes  the  following  statement  of  the  condition 
of  the  State  Banks,  suggests  the  amendment  appended,  and  advo- 
cates free  banking,  and  a paper  currency  redeemable  in  coin: 

“On  the  1st  of  October,  1874,  the  number  of  banks  organized 
under  State  laws  and  reporting  to  the  department  was  eighty- 
one.  At  the  same  date  in  1873  eighty  State  banks  were  engaged 
in  business.  Five  banking  associations  were  organized  during  the 
fiscal  year.  Three  of  the  new  banks  are  organized  under  the  law 
of  1874  (chap.  126),  with  less  than  $ 100,000  capital.  Four  banks 
have  closed  during  the  year.  Three  of  these  went  into  liquidation 
voluntarily,  the  fourth  failed.  The  comparison  of  the  following 
Statements  will  show  the  relative  condition  of  the  State  Banks  at 
the  close  of  each  of  the  last  two  official  years : 

Condition  of  the  Banks,  September  13,  1873. 

Capital $26,958,890  ..  Due  depositors $70,73349* 

Loans  and  discounts . 71,073,544  ..  Total  resources 116,536,734 

Condition  of  the  Banks,  September  26,  1874. 

Capital $26,336,290  ..  Due  depositors $62,471,306 

Loans  and  discounts . 66,435,729  ..  Total  resources 111,180,340 

The  diminution  in  capital  is  trifling  during  the  year,  while  the 
shrinkage  in  deposits  and  in  loans  and  in  discounts  is  considerable. 
This  reduction  is  an  exponent  of  the  contraction  in  the  volume  of 
business  since  the  panic  of  1873.  The  total  amount  of  outstand- 
ing secured  circulation,  September  30,  1873,  was  $656,240;  this 
sum  was  reduced  during  the  last  year  to  $ 367,438,  the  decrease 
during  the  year  being  $ 288,802.  The  aggregate  circulation  not 
secured,  but  still  outstanding  and  charged  to  the  incorporated 
banks,  on  September  30,  1874,  was  $737,651*50.  The  amount  of 
the  same  on  September  30,  1873,  was  $743,876*50.  The  decrease 
during  the  last  year  was  $6,125.  The  amount  of  the  bills  re- 
ceived and  burned  during  the  year  is  $9,368.  Of  these,  $8,535 
were  notes  of  free  banks,  and  $833  were  those  of  incorporated 
banks.  Sixty-seven  banks  were*  credited  with  lost  circulation  to 
the  amount  of  $285,559,  the  time  for  the  redemption  of  the  bills, 
as  fixed  by  law,  having  expired.  The  total  sum  of  outstanding 
circulation  issued  by  all  the  banks  in  the  State  on  the  30th  of 
September,  1874,  was  $ 1,105,189*50.  The  incorporated  banks 
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have  $737,751*50  of  this  circulation.  The  incorporated  banks 
which  are  now  in  the  way  of  closing  have  a circulation  of 
$160,301,  which  will  be  canceled  during  the  next  year.  The 
whole  amount  of  securities  held  by  the  Superintendent  in  trust 
September  30,  1874,  was  $1,320,422*69;  $790,04371  were  de- 
posited by  banks,  and  $ 530,378*98  by  trust  companies.  The 
mortgages  have  nearly  disappeared  in  the  list  of  securities  deposited 
by  the  banks;  only  $ 23,900  now  remain,  these  having  been  de- 
posited many  years  ago.  The  bank  deposits  are  all  United  States 
or  State  of  New  York  stocks.  Deposits  by  trust  and  other  com- 
panies are  chiefly  State  or  United  States  bonds;  in  two  instances, 
however,  the  stock  of  cities  in  this  State  have  been  deposited.” 

A Needed  Amendment  of  the  Law. 

‘‘The  Banking  Department  is  uniformly  behind  the  Comptroller 
of  the  Currency  in  the  completion  of  a summary  of  the  reports  of 
the  banks  in  the  State.  I therefore  respectfully  suggest  that  the 
law  should  be  amended;  first,  so  as  to  permit  the  Superintendent 
to  call  for  a statement  of  the  condition  of  the  banks  at  any  time 
during  the  quarter ; second,  so  that  the  banks  shall  have  five  days 
for  making  out  their  statements  after  the  call.  This  would  bring 
the  method  of  making  the  quarterly  reports  of  the  banks  more 
into  harmony  with  present  modes  of  business  than  it  is  now. 
Banking  capital  should  not  be  excessively  and  unjustly  taxed. 
This  imposition  of  excessive  taxes  is  the  source  of  great  complaint, 
and  during  the  past  year  some  banks  have  sought  a remedy  in 
the  courts.  These  facts  .point  to  the  crude,  partial  and  imperfect 
laws  of  the  State  for  the  assessment  of  property  for  taxation.  The 
banks  complain  of  the  injustice,  but  do  not  shrink  from  bearing 
their  fair  proportion  of  the  burdens  of  taxation.  It  does 
not  seem  to  be  quite  just,  or  good  policy,  to  refuse  banks  the 
right  to  bring  their  capital  within  the  sum  which  they  have  dis- 
covered by  actual  trial  is  all  they  can  use  with  advantage.  The 
Legislature  may  authorize  the  reduction  of  capital ; it  has  done  so 
in  particular  instances.  It  would  be  more  in  harmony  with  the 
banking  system  of  the  State  to  pass  a general  law  establishing  a 
practical  and  safe  mode  by  which  a bank  may  reduce  its  capital, 
when  it  is  found  that  the  amount  of  it  is  excessive  and  beyond 
the  requirements  of  its  business.  This  subject  is  also  respectfully 
commended  to  your  consideration.” 


Detached  Coupons. — Clark  vs.  Iowa  City ; error  to  the  District  of  Iowa. 
—The  Supreme  Court  of  the  United  States,  in  a recent  decision,  holds  that 
where  coupons  are  detached  from  bonds  to  which  they  were  originally  at- 
tached they  are  in  legal  effect  equivalent  to  separate  bonds  for  the  different 
installments  of  interest,  and  may  be  sued  upon  the  same  as  the  bond  itself. 
Therefore,  a statute  of  limitations  which  runs  against  all  written  contracts 
begins  to  run  against  such  coupons  from  the  date  of  their  maturity.  Affirmed, 
Mr.  Justice  Clifford  dissenting. 
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BANK  CLERKS’  MUTUAL  BENEFIT  ASSOCIATIONS. 

New  York,  Philadelphia  and  Pittsburgh. 

In  our  January  number  a brief  mention  was  made  of  the  annual 
meeting  of  the  Bank  Clerks’  Mutual  Benefit  Association  of  New 
York,  and  its  most  important  proceedings  were  indicated.  The 
Sixth  Annual  Report  of  the  Board  of  Management  is  now  printed, 
from  which  we’  take  the  following : 

In  presenting  the  sixth  annual  ’ report,  the  Board  of  Management  have  the 
pleasure  of  congratulating  you  at  the  close  of  one.  of  the  most  prosperous  years 
in  our  history.  The  Permanent  Fund  has  been  enlarged  a number  of 
munificent  donations ; the  number  of  members  is  greater  than  ever  before ; 
the  death  rate  has  been  smaller,  and  the  average  amount  paid  as  benefits 
exceeds  that  of  any  previous  year.  The  utmost  harmony  has  prevailed  in  the 
Association,  and  the  Board  has  been  encouraged  and  sustained  by  the  co-opera- 
tion of  the  Sub-Treasurers,  and  by  the  promptitude  with  which  the  members  at 
large  have  responded  to  all  their  obligations. 

The  history  and  merits  of  associations  like  our  own  have  been  so  amply  and 
ably  treated  in  previous  reports,  that  it  would  be  unnecessary  to  add  anything 
to  that  which  has  already  been  said.  We  have  arrived  at  a time  when  our 
best  commendation  is  the  work  we  have  done,  and  that  which  we  are  prepared’ 
to  do.  It  shall  be  the  object  of  this  report  to  place  before  you  a concise 
statement  of  the  transactions  of  the  past  year,  and  a summary  of  our  present 
condition.  Such  a statement,  if  it  bears  witness  to  careful,  attentive  and 
economical  administration  on  the  part  of  officers,  directors  and  trustees,  ought 
to  lie  influential  in  inducing  all  bank  clerks  to  become  members  of  our  Society, 
and  also  to  present  additional  reasons  for  the  confidence  of  bank  officers,  busi- 
ness men  and  private  individuals,  whose  support  and  trust  we  have  hitherto 
enjoyed  in  so  great  measure.  It  has  never  been  our  policy  to  restrict  the 
benefits  of  this  Association  to  an  elect  or  fortunate  few.  As  we  have  freely 
received  large  donations,  we  have,  at  the  same  time,  freely  extended  the  invi- 
tation to  all  bank  clerks  to  avail  themselves  of  the  benefits  resulting  there- 
from, and  we  shall  not  have  entirely  accomplished  our  mission  while  there 
remains  one,  entitled  to  membership,  who  is  not  on  our  roll. 

The  Permanent  Fund  has  been  increased  during  the  year  by  donations  to 
the  amount  of  $ 14,230.  The  entire  fund,  as  will  be  seen  by  the  report  of  the 
Trustees,  is  $49,505.  The  amount  of  interest  which  they  have  paid  to  the 
Treasurer  during  the  year  is  $2,514.75.  The  names  of  the  donors  for  the  year 
are  given  by  the  Trustees  in  their  statement.  The  members  will  recognize 
with  pleasure  names  which  now  recur  annually  upon  our  list  as  contributors 
to  this  fund.  These  friends  who  make  it  a duty  to  add  to  our  resources  with 
such  regularity,  will,  we  trust,  be  in  some  measure  repaid  by  the  report  we 
offer  of  the  disposition  and  management  of  their  benefactions.  The  bank  clerks 
who  are  members  of  this  Association  ought  to  and  do  hold  these  names  in 
especial  remembrance  and  regard. 

The  large  donations  of  $ 10,000  from  the  New  York  Gearing-House  Asso- 
ciation, and  $ 2,500  from  Chicago  Relief  Committee  of  the  New  York  City 
Banks  (being  an  unexpended  amount  returned  to  them),  were  most  gratifying 
proofs  of  confidence  on  the  part  of  the  bank  officers  of  New  York  city.  Suita- 
ble acknowledgments  were  made  to  the  very  friendly  letters  which  accom-* 
panied  these  gifts.  The  manner  in  which  the  Permanent  Fund  is  invested 
will  command  the  approval  of  all  concerned  for  its  safety. 

During  the  year  we  have  lost  eight  members  by  death — a smaller  number 
than  in  any  previous  year.  We  have  paid  benefits  in  the  cases  of  ten  persons, 
two  of  whom  died  in  the  preceding  year,  their  claims  being  settled  m this. 
gThe  aggregate  amount  paid  in  these  cases  is  $ 10,012. 
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The  statement  of  Mr.  John  H.  Brennen,  the  Corresponding  Secretary,  pre- 
sents some  gratifying  and  interesting  facts.  It  appears,  from  the  statistics  which 
he  has  collected,  that  there  are  in  New  York  City,  Brooklyn,  Jersey  City 
and  Hoboken  142  banks  who  are  entitled  to  representation  in  our  body.  These 
banks  employ  over  1,900  persons,  of  whom  836  are  upon  our  list  of  member- 
ship. There  appears  to  be  over  1,000  clerks  and  officers  who  have  not  yet 
connected  themselves  with  us.  As  nearly  as  can  be  ascertained,  there  are  182 
of  our  members  who  have  severed  their  connection  with  the  banks  in  which 
they  originally  joined  the  Association,  and  are  now  engaged  in  other  callings, 
either  in  the  city  or  in  different  parts  of  the  country.  The  present  active  mem- 
bership has  reached  the  maximum  number  of  1,018, — a net  gain  of  31  over  the 
number  reported  a year  ago.  The  number  of  forfeitures  for  the  year  has 
been  17 — an  unusually  large  one.  This  fact  speaks  of  changes  in  the  circum- 
stances of  some  of  our  members,  which  has  compelled  them  to  abandon  their 
connection  with  our  Association.  A large  number  of  bank  clerks  have  lost 
their  situation^  owing  to  the  prevailing  depression  in  business,  the  result  of 
the  panic  of  1873. 

The  Treasurer’s  report,  with  the  certificate  of  the  Auditing  Committee  as  to 
the  correctness  of  his  books  and  accounts,  is  also  submitted.  The  receipts 
from  dues  and  assessments  during  the  year  have  been  $ 11,165.  The  payments 
in  cases  of  death  have  been  $ 10,012.  The  expenses,  including  the  salary  of 
the  Corresponding  Secretary,  amount  to  $987*98.  These  figures  show  a net 
gain  of  $ 165*02  on  the  actual  transactions  for  the  year.  A further  analysis 
will  reveal  that  from  the  date  of  organization  to  the  present  time  all  claims 
resulting  from  56  cases  of  death  and  disability,  and  all  expenses  incurred  in 
the  management,  have  been  paid  from  the  receipts  for  initiation  fees,  dues  and 
assessments,  with  a balance  of  $2,953*63  unexpended.  The  interest  account 
has  not  been  infringed  upon,  except  by  two  payments,  amounting  to  $600, 
made  to  the  Trustees  for  premium  upon  investments  of  the  Permanent  Fund. 
This  sum,  it  is  expected,  will  be  returned  to  the  account  through  the  high 
rate  of  interest  of  the  investment  thus  secured.  The  Treasurer’s  statement 
places  the  total  capital  of  the  Association,  including  the  Permanent  Fund,  as 
$62,963*80,  with  no  outstanding  debts*  or  liabilities. 

In  summing  up  the  results  of  our  labors  for  the  past  six  years,  in  addition 
to  the  personal  advantages  we  have  reaped  from  our  Associati  m,  we  think  we 
can  claim  to  have  benefited  the  business  in  w*hich  we  are  engaged.  The  act 
of  membership  on  the  part  of  every  clerk  is  a pledge  of  the  stability  of  his 
character  and  intentions.  It  is  care  for  the*  future  which  leads  him  to  asso- 
ciate with  his  fellows.  Such  association  creates  a common  sentiment  in  refer- 
ence to  our  duties  and  responsibilities  as  bank  clerks.  As  good  conduct  and 
success  of  any  of  our  number  reflect  honor  upon  us  all,  so  also  do  acts  of 
dishonesty  or  misconduct  come  home  to  us  now  with  peculiar  pain.  We 
believe  that  during  the  existence  of  this  Association  there  has  been  a higher 
standard  of  duty  and  fewer  cases  of  wrong-doing  than  ever  before  in  a similar 
length  of  time. 

The  courtesy  resulting  from  a more  intimate  acquaintance  has  also  rendered 
the  business  between  the  several  banks  more  easy  of  transaction.  These 
results  alone  ought  to  render  the  interests  of  this  body  dear  to  every  bank 
officer,  director,  stockholder  and  depositor.  In  some  quarters  this  appreciation 
has  been  most  strikingly  exhibited,  and  no  doubt  the  importance  01  our  work 
will  in  time  commend  itself  forcibly  to  all  who  have  an  interest  in  the  pros- 
perity of  banking  institutions. 

The  Bank  Clerks’  Beneficial  Association  of  Philadelphia. 

We  gave  in  our  last  an  abstract  of  the  sixth  annual  meeting  of 
this  Association,  held  December  8,  1874.  The  report  of  Board  of 
Management  states  the  condition  of  the  Association  as  follows: 
Number  of  members  at  last  report,  246;  elected  during  the  year, 
18 ; total,  264  ; which  was  diminished  by  deaths,  4 ; expelled  forf 
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non-payment  of  dues,  7;  total,  11.  Present  membership,  253; 
net  gain  for  the  year,  7.  The  number  of  honorary  members  is  18, 
being  a gain  of  two.  • m 

There  has  been  received  from  dues  and  assessments,  $2,527*50; 
donation,  $ 500  ; contributions,  $ 60  ; honorary  members,  $ 100 ; 
interest  on  investments,  $ 243*45 ; total  receipts,  $ 3,430*95. 

The  payments  have  been,  for  funeral  benefits,  $ 2,000 ; for  pre- 
mium on  city  loan,  $76*24;  for  expenses,  $226;  total,  $2,302*24; 
showing  a net  gain  of  $ 1,128*71.  The  balance  at  last  report  was 
$3,962*31;  balance  on  hand  at  this  date,  $5,091*02.  Amount 
invested  at  last  report,  $ 3,500 ; present  investment,  $ 5,000 ; net 
gain  in  investment,  $ 1,500. 

The  total  amount  paid  as  funeral  benefits  since  the  organization 
of  the  Association  is  $8,000.  The  total  amount  received  from 
honorary  members  and  from  contributions  since  organization, 
$1,915;  amount  of  present  investment,  $5,000;  showing  a net 
gain  from  dues,  assessments  and  interest,  of  $3,085. 

By  an  amendment  to  the  constitution,  adopted  at  the  last  pre- 
ceding annual  meeting,  the  benefits  of  the  Association  are  limited 
to  cases  of  death  only. 

The  Bankers  and  Bank  Clerks*  Mutual  Benefit  Association 
of  the  City  of  Pittsburgh. 

We  have  received  a printed  copy  of  the  Report  of  the  First 
Annual  Meeting  of  this  Association,  which  was  held  on  Novem- 
ber 6,  1874.  A large  number  of  the  members,  as  well  as  several 
merchants  and  bank  officers,  were  present  at  the  meeting,  which 
was  addressed  by  Major  A.  M.  Brown,  President  of  the  Anchor 
Savings  Bank ; by  the  Hon.  Jafties  H.  Hopkins,  M.  C.  elect,  and 
by  Mr.  John  R.  McCune,  President  of  the  Union  National  Bank. 

The  objects,  advantages,  and  character  of  such  associations,  as 
well  as  the  difficulties  to  be  encountered  in  establishing  them,  are 
well  shown  in  the  Report,  as  follows: 

The  Board  of  Management,  in  accordance  with  the  Constitution  and  By- 
Laws,  have  now  the  pleasure  of  presenting  to  you  and  to  the  public  the  first 
annual  report  of  this  Society;  and  on  this  occasion,  it  seems  proper  to  state 
the  object  and  purpose  for  which  we  have  organized. 

In  most  large  cities  of  our  Union,  similar  associations  are  in  existence,  not 
alone  among  bankers,  but  associations  for  merchants,  book-keepers,  printers, 
railroad  clerks,  expressmen,  and  among  almost  all  whose  close  connection  in 
business  and  labor  brings  them  in  sympathy  with  each  other,  thereby  prompt- 
ing them  to  contrive  some  means  by  which  they  can  profit  socially  while  in 
health  and  prosperity,  and  on  which  they  can  depend  for  some  assistance 
when  misfortune  or  sickness  overtakes  them. 

To  this  end  several  attempts  had  been  made  in  this  city,  in  the  way  of 
establishing  an  association  for  bank  clerks,  but  sufficient  claim  could  not  be 
created  on  the  sympathy  of  bankers  and  those  interested;  hence  the  project 
was  almost  despaired  of  until,  early  in  1873,  the  matter  was  again  mentioned, 
apparently  with  more  interest  than  before.  Nothing  definite,  however,  could  be 
concluded  upon,  until  it  was  our  misfortune  to  lose  from  our  ranks,  by  the 
“hand  of  death,”  an  associate  and  fellow  bank  clerk,  one  whom  we  all  knew 
»nd  esteemed,  the  late  Robert  A.  Arthurs,  Teller  of  the  Citizens1  National 
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Bank,  among  whose  last  requests  while  living  was,  that  a place  should  be  re- 
served at  his  funeral  for  his  associates  in  the  Pittsburgh  Clearing-House. 
This  sad  occurrence,  more#  forcibly  than  ever  impressed  upon  us  the  necessity 
of  forming  ourselves  into  an  association;  and,  on  being  suggested  by  Charles 
B.  McVay,  Esq.,  a meeting  was  called,  and  on  August  16th,  1873,  this  Society 
was  organized,  and  has  prospered  beyond  what  was  expected. 

The  objects  for  which  the  Association  was  formed  are,  to  relieve  the  neces- 
sities of  the  aged  and  disabled ; to  benefit  families  of  deceased  members ; to 
afford  relief  in  sickness,  when  necessary;  to  assist  the  deserving  when  in  dis- 
tress; to  obtain  employment  for  members  who  may  be  out  of  situations;  to 
create  among  the  members  ties  of  friendship  and  fraternity;  and  to  extend 
such  other  assistance  as  the  Association  may  from  time  to  time  determine. 

The  Officers  consist  of  a President,  Vice-President,  a Recording  Secretary, 
Corresponding  Secretary,  a Treasurer,  twelve  Directors,  and  ten  Trustees,  to 
be  elected  annually.  The  Board  of  Management  consists  of  the  Officers  and  ' 
Directors.  The  duty  of  the  Trustees  is  to  have  charge  of  the  permanent  fund, 
such  as  donations,  and  fees  from  honorary  members,  and  to  give  counsel  to  the 
Board  of  Managers,  when  desired. 

Any  person  connected  with  a Bank,  Banking-House,  Clearing-House,  or 
United  States  Depository,  may  become  a member  of  this  Association,  on  the 
payment  of  an  initiation  fee  of  five  dollars,  and  fifty  cents  per  month  for  dues, 
subject  also  to  an  assessment  in  case  of  the  death  of  a member,  not  to  exceed 
two  dollars ; and  any  one  may  become  an  honorary  member  on  the  payment  of 
twenty-five  dollars. 

The  relief’ afforded  in  case  of  sickness  is,  to  defray  the  necessary  expenses  of 
those  who  may,  in  the  opinion  of  the  Association,  be  in  need  of  assistance, 
and  to  pay  the  family  or  legal  representative  of  a deceased  member,  the  sum 
of  five  hundred  dollars,  in  thirty  days  after  his  death. 

A membership  in  our  organization,  besides  affording  relief  in  case  of  sickness, 
or  want  of  employment,  carries  with  it  a reliable  life  assurance.  It  is  needless 
to  state  the  benefits  to  the  assured  of  a life  policy,  in  the  habits  of  economy 
and  judicious  foresight  thereby  engendered,  or  the  good  results  to  the  family 
of  a member  of  a life  insurance  company;  for  all  have  heard  the  theme 
spoken  of  so  often  that  it  has  grown  as  wearisome  as  a twice-told  tale.  Yet 
so  important  is  the  subject,  that  at  least  one,  if  not  more,  of  the  prominent 
banks  of  this  city  have  presented  to  each  of  their  employes  a policy  of  insurance. 

The  year  through  which  we  have  just  passed  has  been  an  eventful  one,  and 
will  long  be  remembered,  as  the  panic  of  1873.  It  has  not  only  been  dis- 
couraging to  this  enterprise,  but  has  been  disastrous  in  financial  and  business 
circles ; many  of  our  members  lost  their  situations  by  the  failure  or  mishaps  of 
Banks  and  Banking  Institutions,  for  all  of  whom  we  have  endeavored  to  ob- 
tain employment  either  in  banks  or  business  houses. 

In  all  the  excitement  of  the  year  every  one  seemed  to  have  plenty  of  cares, 
and  quite  enough  to  endure,  so  that  very  little  time  was  afforded  to  give  the 
Association  any  reasonable  consideration,  and  in  many  cases,  the  word  “No,” 
which  is  cultivated  and  used  with  great  ease  among  bank  clerks,  was  our 
only  greeting,  when  the  matter  of  joining  our  Association  was  presented  to  them. 

The  report  of  the  Treasurer  is  as  follows: 

Amount  received  for  initiation  fees,  $375;  monthly  dues,  $440;  honorary 
members,  $50;  total,  $865.  Amount  pakf  Charter,  and  expenses,  $161*51; 
balance  in  Treasury,  $ 703.49. 

The  report  of  the  Secretary  shows  a membership  of  eighty-two 
active  and  three  honorary  members. 

The  President,  in  concluding  his  report,  earnestly  urges  the 
officers  of  banks  in  that  vicinity  to  induce  their  various  assistants  to 
have  their  names  enrolled  among  the  members  of  the  Association, 
believing  that  its  influence  is  to-  engender  increased  independence, 
self-respect,  and  earnestness  in  the  discharge  of  their  duties. 
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SPECIAL  MESSAGE  OF  THE  PRESIDENT  UPON  THE 
NEW  FINANCE  BILL. 

The  following  message  was  sent  to  Congress  by  the  President  January  14th: 
Our  comments  upon  it  will  be  found  on  page  569. 

“ Senate  bill  No.  1044,  to  provide  for  the  resumption  of  specie  payments,” 
is  before  me,  and  this  day  receives  my  signature  of  approval.  I venture  upon 
this  unusual  method  of  conveying  the  notice  of  approval  to  the  house  in  which 
the  measure  originated,  because  of  its  great  importance  to  the  country  at  large, 
and  in  order  to  suggest  further  legislation,  which  seems  to  me  essential  to 
make  this  law  effectual.  It  is  a subject  of  congratulation  that  a measure  has 
become  a law  which  fixes  a date  when  specie  resumption  shall  commence,  and 
iihplies  an  obligation  on  the  part  of  Congress,  if  m its  power,  to  give  such 
legislation  as  may  prove  necessary  to  redeem  this  promise.  To  this  end  I 
respectfully  call  your  attention  to  a few  suggestions. 

First.  The  necessity  for  an  increased  revenue  to  carry  out  the  obligation  of 
adding  to  the  sinking  fund  annually  one  per  cent,  of  the  public  debt,  amount- 
ing now  to  about  $34,000,000  per  annum,  and  to  carry  out  the  promises  of 
this  measure,  to  redeem,  under  certain  contingencies,  $ 80,000,000  of  the  present 
legal  tenders  and,  without  contingency,  the  fractional  currency  now  in  circula- 
tion. How  to  increase  the  surplus  revenue  is  for  Congress  to  devise;  but  I 
will  venture  to  suggest  that  the  duty  on  tea  and  coffee  might  be  restored 
without,  permanently  enhancing  the  cost  to  the  consumers,  and  that  the  ten 
per  cent,  reduction  of  the  tariff  on  the  articles  specified  in  the  law  of  June  6, 
1872,  be  repealed.  The  supply  of  tea  and  coffee  already  on  hand  in  the  United 
States  would,  in  all  probability,  be  advanced  in  price  by  adopting  this  measure. 
But  it  is  known  that  the  adoption  of  free  entry  to  these  articles  of  necessity 
did  not  cheapen  them,  but  merely  added  to  the  profits  of  the  countries  pro- 
ducing them,  or  of  the  middlemen  in  those  countries,  who  have  the  exclusive 
trade  in  them. 

Second.  The  first  section  of  the  bill  under  consideration  now  provides  that 
the  fractional  currency  shall  be  redeemed  in  silver  coin  as  rapidly  as  practi- 
cable. There  is  no  provision  preventing  the  fluctuation  in  the  value  of  the 
paper  currency.  Witn  gold  at  a premium  of  anything  over  ten  per  cent,  above 
the  currency  in  use,  it  is  probable — almost  certain — that  silver  would  be 
bought  up  for  exportation  as  fast  as  it  was  put  out,  until  change  would  be- 
come so  scarce  as  to  make  the  premium  on  it  equal*  to  the  premium  on  gold, 
or  sufficiently  high  to  make  it  no  longer  profitable  to  buy  for  export,  thereby 
causing  a direct  loss  to  the  community  at  large  and  great  embarrassment  to 
trade.  As  the  present  law  commands  final  resumption  on  the  first  of  January, 
1879;  and  as  the  gold  receipts  by  the  Treasury  are  larger  than  the  gold  pay- 
ments, and  the  currency  receipts  less  than  the  currency  payments,  thereby  mak- 
ing monthly  sales  of  gold  necessary  to  meet  current  currency  expenses,  it  occurs 
to  me  that  these  difficulties  might  be  remedied  by  authorizing  the  Secretary  of 
the  Treasury  to  redeem  legal-tender  notes,  whenever  presented  in  sums  of  not 
less  than  $ 100  and  multiples  thereof,  at  a premium  for  gold  of  ten  per  cent., 
less  interest  at  the  rate  of  2%  per  cent,  per  annum  from  the  1st  day  of 
January,  1875,  to  the  date  of  putting  this  law  into  operation,  and  diminishing 
this  premium  at  the  same  rate  untd  final  resumption,  changing  the  rate  of 
premium  demanded  from  time  to  time  as  the  [difference  of]  interest  amounts 
to  one-quarter  of  one  per  cent.  I suggest  this  rate  of  interest  because  it 
would  bring  currency  at  par  with  gold  at  the  date  fixed  by  law  for  final  re- 
sumption. I suggest  10  per  cent,  as  the  demand  premium  at  the  beginning 
because  I believe  this  rate  would  insure  the  retention  of  silver  in  the  country 
for  change.  The  provisions  of  the  third  section  of  the  act  will  prevent  com- 
binations being  made  to  exhaust  the  Treasury  of  coin.  With  such  a law  it 
is  presumable  that  no  gold  would  be  called  for  not  required  for  legitimate 
business  purposes.  When  large  amounts  of  coin  should  be  drawn  from  the 
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Treasury,  correspondingly  large  amounts  of  currency  would  be  withdrawn 
from  circulation,  thus  causing  a sufficient  stringency  in  currency  to  stop  the 
outward  flow  of  coin.  The  advantages  of  a currency  of  a fixed  known  value 
would  also  be  reached.  In  my  opinion,  by  the  enactment  of  such  a law, 
business  and  industries  would  revive,  and  the  beginning  of  prosperity  on  a 
firm  basis  would  be  reached. 

Other  means  of  increasing  the  revenue  than  those  suggested  should  probably 
be  devised,  and  also  other  legislation.  In  fact,  to  carry  out  the  first  section  of 
the  act  another  mint  becomes  a necessity.  With  the  present  facilities  for 
coinage,  it  would  take  a period  probably  beyond  that  fixed  by  law  for  final 
specie  resumption,  to  coin  the  silver  necessary  to  transact  the  business  of  the 
country.  There  are  now  smelting  furnaces  for  extracting  the  silver,  and  gold 
from  the  ores  brought  from  the  mountain  territories,  in  Chicago,  St.  Louis  and 
Omaha,  three  in  the  former  city;  and  as  much  of  the  change  required  will  be 
wanted  in  the  Mississippi  Valley  States,  and  as  the  metals  to  be  coined  come 
from  the  west  of  those  States,  and  as  I understand  the  charges  for  trans- 
portation of  bullion  from  either  of  the  cities  named  to  the  mint  in  Philadelphia 
or  to  New  York  city  amount  to  four  dollars  for  each  thousand  dollars’  worth* 
with  an  equal  expense  for  transportation  back,  it  would  seem  a fair  argument 
in  favor  of  adopting  one  or  more  of  these  cities  as  the  place  or  places  for  the 
establishment  of  new  coinage  facilities. 

I have  ventured  upon  this  subject  with  great  diffidence,  because  it  is  so 
unusual  to  approve  a measure  (as  I most  heartily  do  this,  even  if  no  further 
legislation  is  attainable  at  this  time)  and  to  announce  the  fact  by  message; 
but  I do  so  because  I feel  that  it  is  a subject  of  such  vital  importance  to  the 
whole  country  that  it  should  receive  the  attention  of,  and  be  discussed  by, 
Congress  and  the  people  through  the  press  and  in  every  way,  to  the  end 
that  the  best  and  most  satisfactory  course  may  be  reached  of  executing  what  I 
deem  the  most  beneficial  legislation  on  a most  vital  question  to  the  interest 
and  prosperity  of  the  nation. 


ARE  BANKS  LIABLE  FOR  NEGLIGENCE  OF  AGENTS? 

KENTUCKY  COURT  OF  APPEALS. 

A question  of  much  importance  to  bankers  has  just  been  decided  by  Vice- 
Chancellor  Harlan.  The  suit  was  brought  by  a firm  who,  having  placed  col- 
lections in  the  hands  of  thfe  bank,  sought  to  hold  it  responsible  for  the  amount 
after  the  agent  to  whom  the  bills  were  sent  for  collection  had  become  bank- 
rupt. The  Court  dismissed'  the  petition,  and  held  that  the  bank  was  not 
liable,  on  the  ground  that  there  was  no  agreement  to  collect  and  no  compen- 
sation offered  or  expected. 

Weaver  dr*  Co.  vs.  Louisville  Banking  Company . 

Opinion  by  Vice-Chancellor  Harlan. 

This  case  is  tried  by  the  Court  without  a jury.  It  appears  that  Weaver  & 
Co,  were  merchandise  brokers,  and  were  selling  goods  South,  shipping  them 
on  bills  of  lading  to  their  own  order.  They  drew  upon  their  customers,  and 
were  in  the  habit  of  selling  their  drafts,  with  the  bills  of  lading  attached,  to 
the  defendant,  the  Louisville  Banking  Company,  but  sometimes  put  bills  in  the 
bank  for  collection.  Their  business  commenced  with  the  bank  in  1870,  and 
continued  up  to  January,  1874,  during  which  period  they  were  regular  depos- 
itors in  their  general  account.  In  April  or  May,  1873,  plaintiffs  left  with  the 
bank  two  drafts,  one  on  D.  Hurtz,  of  Uniontown,  Alabama,  for  $18,  and  the 
other  on  J.  M.  Davis  & Co.,  of  Randolph,  Alabama,  for  $ 874.  The  bank 
would  not  buy  them,  but  consented  that  plaintiffs  might  check  against  them 
and  other  collections,  as  had  been  occasionally  done  before.  If  any  money  was 
checked  against  these  drafts,  it  seems  to  have  been  done  for  the  temporary 
accommodation  of  plaintiffs,  as  the  bank  would  not  buy  them,  but  took  them 
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to  be  sent  on  for  collection  in  the  way  that  other  bills  had  been  taken  for  col- 
lection. There  was  no  arrangement  or  agreement  with  the  bank  about  the 
collection  of  these  particular  bills,  nor  had  there  been  any  general  arrangement 
or  agreement  on  the  subject  of  collections.  It  went  on  just  so,  without  any 
express  or  implied  arrangement;  and  no  charge  was  ever  made  for  such 
services.  Plaintiff  Weaver  says  that  they  had  no  verbal  or  written  agreement 
with  the  bank  or  its  officers.  The  proceeds  of  bills  bought  by  the  bank  were 
immediately  put  to  the  credit  of  the  plaintiffs  and  entered  as  cash  on  their 
deposit  books ; and  as  to  those  sent  on  for  collection,  upon  reception  of  the 
proceeds  from  their  correspondents  they  were  likewise  put  to  plaintiffs’  credit, 
and  plaintiffs  forthwith  notified.  When  such  bills  were  left  with  the  bank,  if 
plaintiffs  had  their  bank  book  with  them,  some  clerk  of  the  bank  made  a 
memorandum  of  the  bill  on  a leaf  in  the  back  of  the  book,  and  if  the  book 
was  not  present  plaintiffs  made  it  upon  their  return  to  their  office.  It  does 
not  appear  to  be  a regular  account,  tut  a simple  memorandum  to  show  what 
had  become  of  the  bills. 

Plaintiff  Weaver  says  they  generally  drew  their  drafts  with  current  rate  of 
exchange  on  New  York,  ana  the  bank  never  charged  anything  for  collections 
— only  what  the  bank  to  whom  defendant  sent  the  draft  charged.  He  sup- 
poses the  bank  got  the  money  back  in  exchange  on  New  York,  and  supposes 
the  bank  in  this  way  got  something  when  exchange  was  at  a premium.  Plain- 
tiff had  no  business  connection  with  the  collecting  agent  of  defendant,  nor  did 
they  attempt  to  select  the  bank  to  which  any  of  their  drafts  should  be  sent, 
except  in  one  or  two  instances,  when  it  was  done  to  gratify  a customer,  who 
preferred  dealing  with  a particular  bank.  Nothing  was  saia  or  any  directions 
given  as  to  these  bills.  Plaintiff  knew  that  the  bank  to  whom  they  were  sent 
was  a correspondent  of  defendant. 

As  had  been  done  in  other  instances,  the  defendant  sent  them  for  collection 
to  Ferguson  & Co.,  bankers  of  good  standing  at  Selma,  Alabama,  the  point 
nearest  to  the  drawees.  Defendant  did  not  have  with  them  or  they  with  the 
defendant  any  account.  They  had  done  much  collecting  for  defendant,  and 
were  selected  because  of  their  uniform  promptness,  in  the  place  of  another  bank 
which  had  not  given  satisfaction  in  this  regard.  The  evidence  shows  that  their 
standing  in  business  and  banking  circles,  and  in  this  community,  was  good. 
But  after  collecting  the  bills,  which  were  paid  on  presentation,  before  remit- 
ting the  proceeds  they  were  put  into  bankruptcy,  and  defendant  failed  to 
receive  tbe  proceeds. 

Whereupon  plaintiffs  bring  this  action,  in  which  they  seek  to  make  defendant 
liable  for  the  aefault  of  Ferguson  & Co. 

It  will  be  observed  that  the  plaintiffs  did  not  expect  that  the  defendant  would, 
itself  or  by  its  own  officers,  collect  the  drafts,  but  that,  of  necessity,  they  must 
be  sent  to  others;  that  at  the  time  they  were  delivered  to  the  bank,  plaintiffs 
knew  to  whom,  in  the  regular  course  of  business  of  the  -bank,  the  drafts 
would  be  sen!,  and  did  not  indicate  any  objection;  and  that  defendant  exer- 
cised reasonable  care  and  prudence  in  the  selection  of- an  agent. 

The  authorities  on  the  question  involved  are  divided.  Those  which  hold 
that  the  bank  first  receiving  the  papers  for  collection  is  answerable  for  the 
conduct  of  any  and  all  subsequent  agents,  base  their  decision  upon  the  old  and 
strict  principle  of  the  law  of  agency — that  the  first  agent  is  liable  for  the  acts 
of  all  the  sub-agents  employed  by  him.  In  New  York  it  has  long  been 
settled  and  affirmed  and  reaffirmed  that  the  bank  receiving  the  paper  from  the 
owner  is  responsible  to  him,  not  only  for  its  own  negligence,  but  for  the  negli- 
gence or  default  of  its  agents,  notaries  public  and  foreign  banks  included. 
The  leading  case,  and  the  one  inaugurating  this  doctrine  and  overruling  the 
many  decisions  of  the  best  Judges  of  that  State,  is  Allen  vs.  The  Merchants 9 
Bank , New  York,  22  Wendell , 225.  This  case  became  the  ruling  authority 
in  that  State  by  thirteen  Senators,  headed  by  Senator  Verplanck,  outvoting 
nine  other  Senators  led  by  Chancellor  Walworth,  and  thereby  overriding  ana 
reversing  the  unanimous  decision  of  the  Supreme  Court,  composed  of  Chan- 
cellor Walworth,  and  Green  C.  Bronson,  Samuel  Nelson  and  Esek  Cowen, 
Justices.  Ohio  has  since  adopted  the  same  rule.  And  while  these  two  States 
have  closely  adhered  to  the  principle  of  that  decision,  it  does  not  seem  to 
have  been  accepted  by  the  other  States,  with  perhaps  one  other  exception. 
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Without  attempting  to  collect  and  classify  the  authorities  in  all  the  States  to 
show  the  rule  prevailing  in  each,  it  may  safely  be  assumed  to  be  the  accepted 
doctrine  in  most  of  them,  that  when  the  nature  of  the  business  in  which  an 
agent  is  engaged  requires  for  its  proper  and  reasonable  execution  the  employ- 
ment of  a sub-agent,  the  principal  agent  is  not  responsible  for  the  defaults  of 
the  sub-agent,  provided  a proper  sub-agent  was  selected.  A few  cases  are 
cited  in  which  this  principle  is  applied  to  the  liability  of  banks  in  regard  to 
collections:  Bouvier  Diet.,  sub-agent;  Wilson  vs.  Smith,  3 How.  U.  S.,  763; 

Bank  of  Washington  vs.  Triplet,  1 Peters  U.  S.,  25 ; Fabius  vs.  Mercantile 
Bank,  23  Pick.,  332;  Dorchester  and  Melton  Bank,  1 Cush.,  1 17;  Warren 
Bank  vs.  Suffolk  Bank,  10  Cush.,  583 ; East  Haddam  Bank  vs.  Scovill,  12 
Conn.,  303;  Jackson  vs.  Union  Bank,  6 Har.  and  Johns.,  146;  Baldwin  vs. 
Bank  of  Louisiana,  I La.  An.  Rep.,  15;  Bank  vs.  Owens,  5 Cranch  C.  Ct 
505 ; Aitna  Ins.  Co.  vs.  Alton  City  Bank,  25  Illinois,  243  ; Stacey  vs.  Dane 
Co.  Bank,  12  Wis.,  623 ; Wingate  vs.  Mechanics’  Bank,  10  Penn.  St.,  104; 
Bank  vs.  Earp,  4 Rawfe,  384.  The  cases  in  this  direction  are  numerous,  with- 
out counting  the  many  well-considered  decisions  of  New  York  courts  prior  to 
the  action  of  the  Court  of  Errors  in  Allen  vs.  Merch.  Bank,  supra. 

The  question  has  never  been  decided  in  Kentucky.  It  is  a general  rule  of 
law  that  banks  and  other  corporations,  as  well  as  individuals,  are  liable  for 
the  acts  or  omissions  of  their  general  officers  and  servants  in  relation  to  any 
business  intrusted  to  the  corporation  or  individual  to  be  transacted.  But  this 
rule,  argues  Chancellor  Walworth  in  his  dissenting  opinion,  does  not  apply  to 
a case  where  from  the  nature  of  the  business  to  be  performed  it  can  not  be 
done  by  any  of  the  ordinarv  officers  or  servants  of  the  corporation  or  indi- 
vidual, but  must  be  intrusted  to  a sub-agent  employed  for  that  special  purpose. 
In  the  case  at  hand,  from  the  very  nature  of  the  business,  the  remoteness  of 
the  place  of  performance,  and  the  universal  usage  in  such  cases,  it  was  neces- 
sary to  employ -a  bank  or  other  agent  at  Selma,  Ala.,  the  nearest  commercial 
point  to  tie  residence  of  the  drawees.  According  to  such  high  authority  as 
we  have  already  quoted,  prima  facie  the  risk  of  the  neglect  of  such  foreign 
bank  or  agent  should  be  upon  the  owner  of  the  bill  who  has  impliedly  author- 
ized the  employment  of  such  sub-agent.  If  the  defendant  had  undertaken  the 
collection  ol  the  bill  for  an  agreed  compensation,  or  if  it  had  been  in  the 
habit  of  charging  what  in  such  cases  was  considered  an  ample  compensation 
for  the  business,  there  might  be  some  reason  for  holding  it  liable  for  the 
negligence  or  default  of  its  agent.  But  in  this  case  there  was  no  agreement 
to  collect,  no  compensation  offered  or  expected,  and  none  ever  charged.  There 
was  no  undertaking  to  collect,  none  expressed,  nor  did  any  consideration  pass 
or  exist  between  the  parties  to  imply  an  agreement  to  collect,  with  a warrant 
against  all  losses.  The  bank  derived  some  benefit  from  the  custom  of 
plaintiff,  and  they  in  turn  obtained  favors  and  indulgences  by  reason  thereof 
from  the  bank.  The  benefit  which  defendant  derived  from  plaintiffs’  custom 
was  a sufficient  consideration  to  uphold  an  express  agreement,  but  not  to  im- 
ply more  than  an  undertaking  to  promptly  transmit  the  bill  in  the  usual 
course  of  such  business  to  a proper  person  to  transact  the  business.  But  it 
would  be  going  too  far  to  convert  a gratuity  of  the  bank  into  an  agreement 
to  warrant  the  plaintiff  against  loss  from  the  negligence  or  default  of  the  cor- 
responding banker’s  agent,  which  reasonable  prudence  and  skill  could  not  pro- 
vide against. 

The  defendant  seemed  to  have  acted  according  to  the  usage  and  custom  of 
banks  in  such  matters,  omitted  no  precaution  which  reasonable  prudence  de- 
manded— in  fact,  did  as  well  as  the  most  cautious  could  have  done — promptly 
transmitted  the  bills  to  a bank  in  good  standing,  which  had  in  all  its  previous 
dealings  with  defendant  acted  with  promptness  and  fidelity. 

The  application  of  the  doctrine  of  the  New  York  courts,  which  would  hold 
the  bank  liable  in  all  cases  for  the  negligence  or  default  of  foreign  agents, 
without  inquiring  whether  the  bank  itself  had  been  negligent  or  not,  in  cases 
like  those  under  consideration,  would  be  harsh  and  against  our  sense  of  jus- 
tice. The  better  rule  is  that  which  has  received  the  approval  of  Chancellor 
Walworth  and  his  eminent  associates,  and  which  has  prevailed  in  so  many  States. 

If  this  view  of  the  law  is  correct,  the  plaintiffs  are  not  entitled  to  the  relief 
sought,  and  the  petition  must  be  dismissed. 
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Kentucky  Court  of  Appeals. 

A\  H,  Woolf  oik  <5r*  Co,  vs.  The  Bank  of  America,  From  Jefferson  Common 
Pleas  Court,  rryor,  Judge. 

One  Robert  Atwood  applied,  August  7,  1872,  to  R.  H.  Woolfolk  and  S.  S. 
Nicholas,  to  aid  him  in  raising  some  money.  In  order  to  accommodate  him, 
Woolfolk  and  Nicholas  made,  in  conjunction  with  Atwood,  as  they  supposed 
at  the  time,  a bill  of  exchange  for  $500,  drawn  by  Nicholas,  accepted  by 
Atwood,  payable  to  Woolfolk,  and  indorsed  in  blank  by  the  latter.  When 
Nicholas  signed  the  bill,  the  whole  of  it  was  blank  except  the  printed  part 
and  the  figures  $ 500,  and  read  as  follows : 

“$500.  Louisville,  August  7,  1872. 

Pay  to  the  order dollars.  Value 

received.  S.  S.  Nicholas.” 

When  Woolfolk  indorsed  it,  it  read  as  follows : 

“$500.  Louisville,  August  7,  1872. 

“ Ninety  days  after  date,  pay  to  the  order  of  R.  H.  Woolfolk,  dollars.* 

Value  received.  Payable  at  office . S.  S.  Nicholas.” 

“ Robert  Atwood,  Louisville , Ky .” 

In.  this  condition  the  paper  was  taken  possession  of  by  Atwood,  and  so 
altered  or  filled  as  to  make  it  read  as  follows: 

“$5,000.  Louisville,  Ky.,  August,  7,  1872. 

u Ninety  days  after  date,  pay  to  the  order  of  R.  H.  Woolfolk,  five  thousand 

dollars.  Value  received.  Payable  at  office  Bank  of  America,  New  York. 

“Robert  Atwood,  Louisville , A>.”  “S.  S.  Nicholas.” 

The  bill  was  thus  filled  up  by  Atwood  on  the  day  it  bears  date,  and  pre- 
sented to  the  Bank  of  America  in  Louisville  [appellee],  discounted  by  that 
bank,  and  the  proceeds  paid  over  to  him.  All  the  writing  in  the  bill,  except 
the  signatures  of  Nicholas  and  Woolfolk,  was  in  the  handwriting  of  Atwood. 
The  writing  and  signatures  of  all  three  of  the  parties  were  well  known  to  the 
cashier  of  the  bank.  The  evidence  shows  that  none  of  the  bank  officers  had 
any  knowledge  of  the  fraud  of  Atwood,  or  of  his  altering  the  marginal  figures. 
On  protest  of  the  paper  for  non-payment  in  New  York,  the  bank  instituted 
this  action  in  the  lower  Court  against  all  three  of  the  parties.  Nicholas  and 
Woolfolk  made  a special  plea  of  non  est  factum , claiming  that  the  bill  was  so 
fraudulently  altered  or  filled  without  their  knowledge  or  consent,  and  that 
they  are  thereby  released  from  liability,  &c.  The  Court  below  deciding  for 
the  bank,  appellants  have  presented  this  appeal,  seeking  a reversal  of  this 
decision.  But  this  Court  holds  said  decision  to  have  been  correct  The  face 
of  the  paper,  when  presented  at  the  bank,  bore  no  suspicious  signs  of  fraud. 
With  the  face  of  the  bill  correct,  the  bank  would  not  be  responsible  for  even 
gross  negligence  as  to  inquiring  after  outside  facts.  This  is  a case  of  filling 
out  blanks  left  to  be  filled,  A different  rule  would  apply  where  material  altera- 
tions had  been  made  in  a bill  already  filled.  In  this  case  no  evidence  appears 
on  the  face  of  the  bill  to  warn  the  purchaser  of  any  change  or  alteration 
having  been  fraudulently  made  as  to  any  part  pf  it  The  amount  called  for 
by  the  bill  is  governed  by  that  written  in  the  body  of  it,  and  not  by  the 
marginal  figures.  No  alteration  was  made  as  to  the  written  amount  in  the 
body  of  the  bill,  or  as  to  any  other  material  part  of  the  paper.  Justice  de- 
mands that  Nicholas  and  Woolfolk,  who  trusted  to  Atwood^  nonesty  in  filling 
out  the  paper,  should  rather  lose  than  an  innocent  party  who  purchased  said 
paper  on  tne  credit  of  all  the  names  thereto,  and  on  the  unaltered  appearance 
of  all  the  material  parts  thereof.  Affirmed. 
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RESOURCES  OF  TWENTY-SIX  STATE  BANKS  OF  THE  CITY  OF  NEW  YORK, 
As  shown  by  their  Official  Quarterly  Statements,  December  31,  1874. 

Leans  Stocks,  Bonds , Real  Due  from  Cash  Items  & Legal 

Name.  <5r*  Discounts.  <V  Mortgages.  Estate . Banks . Bank  Notes.  Specie.  Tenders. 


1875.] 


RESOURCES  OF  STATE  BANKS. 


*39 


4I||  lists  HIM  MU  ||  §44444 

CO  W r^sO  W *1  ON  00  tnv O VO  rooo  ^O^NhNn  o inn  O 

VO  ro  1-1  1-1  >1  *■*  fON  N ►*  **  1-1  <-1  Wi 

44 f 41 1 § 44 4444444444 4 144444, 

*?vO  'O*  O >Ao  O*  O ^ 1030  'O  Tp  o o'"  to  cT  10  CO  c£  1 ^fvO  t£ 

OvflN.OvOON«iONO  «-*M  ^ ~ ~ * csi  j 


4 p.  4 4 4 4 4 4 4 44  44  4 44  P.  4 4 4 4 4 4 4 

iTi  f'i  ts  iri  m’ m 4vO  T+iOiOiOiO*^  ' “ 

N O ^ trjvO  On 


Digitized  by  LjOOQle 


Totals  December  26,  1874 $46,499,800  $1,423,600  $1,660,200  $3,617,600  $81,000  $2,145,200  $ 5,473,700  $ 22,500 

Totals,  September  26, 1874 44,283,800  1,927,800  1,620,600  3,851,200  104,300  1,819,400  12,912,900  29,200 

* Furniture  and  fixtures. 
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NATIONAL  BANKS  OF  THE  CITY  OF  NEW  YORK. 


Abstract  of  Reports 

Made  to  the  Comptroller  of  the  Currency,  showing  the  condition 
of  the  National  banks  of  the  City  of  New  York,  at  the  close  of 
business,  September  12,  1873,  May  1,  1874,  and  December  31, 
1874. 

LI  A BILITIES.  Sfigg.  #«£*£  O'c-gg 

Capital  stock $ 70,235,000  $ 68,500,000  00  $ 68,500,000  00 

Surplus  fund 21,923,211.  22,43847309.  22,730,89367 

Undivided  profits 11,210470  . 12,260,639  53  . 10,746,621  30 

National  Bank  notes  outstanding  27482,342  . 27,211,105  00.  24,846,231  00 

State  Bank  notes  outstanding  ..  146,525  . 115,706  00  . 93,582  00 

Dividends  unpaid 205,979  . 622481  83  . 1,691,341  89 

Individual  deposits 167,512,662  . 193,088433  71  . 214,511,075  37 

U.  S.  Deposits 296,877  . 473,365  29  . 612,206  47 

Deposits  of  U.  S.  Disb’g  Officers  40,297  . 16,684  80  . 30,674  26 

Due  to  National  Banks 72,257,769  . 75,526,263  82  . 65,898,750  IC 

Due  to  State  Banks  and  Bankers  18,113,050  . 24,991493  84  . 26,599,306  18 

Bills  payable 62,125  - 799*595  00  - >,500,000  00 

Aggregates $389486,310  $426,044,241  91  $437*760,702  29 


RESOURCES. 

Loans  and  discounts $199,160,887 

Overdrafts 182459 

U.  S.  Bonds  to  secure  circulation  33,870,100 

U.  S.  Bonds  to  secure  deposits.  650,000 

U.  S.  Bonds  on  hand 3,332400 

Stocks,  bonds  and  mortgages . . . 4,552,797 

From  other  National  Banks 15,740,765 

From  State  Banks  and  Bankers  2,077,286 

Real  estate,  furniture,  &c 8469,984 

Current  expenses 905,622 

Premiums  paid 766,179 

Checks  ana  other  cash  items...  2,058,769 

Exchanges  for  Clearing-House..  67,897,740 

Bills  of  other  National  Banks  ..  2,617,506 

Bills  of  State  Banks 1,077 

Fractional  currency 338,394 

Specie 14,583,810 

ligal-tender  notes 21468,530 

U.  S.  certificates  of  deposit — 10,810,000 

Five  per  cent,  redemption  fund 

Due  from  U.  S.  Treasurer,  other 
than  preceding 


$205,693,294  27 

360,993  61 

33,823,100  00 
650,000  00 
4,813,750  00 
5,148,259  18 
11,964,530  78 
2*473**47  32 
84984*6  27 
1,130,901  87 
1,608,936  61 
2,278,295  22 
72,649,937  42 
3,361,081  00 
1,241  00 
274,284  16 
24,984,942  10 
20,199,021  00 
26,130,000  00 


$202,226,235  72 
432,505  60 

- 3°>*99>100  00 
650,000  00 
8,516,200  00 
7,111,66980 
. 16,066,199  S3 

1,789,263  68 

9.048,93'  35 

623,955  39 
1,564,512  j| 
2,807,459  od 

• 9',554,**5  <3 

3,120,830  00 
832  00 
278,387  05 
»5.854,I55  4* 

• *0,894,399  ob* 

22490,000  OO 

1.355*063  00 
476378  00 


Aggregates $389486,310  $426,044,241  91  $437,760,702  29 

For  detailed  report  of  each  of  the  banks  of  New  York  City, 
see  page  634. 
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The  Banker’s  Almanac  and  Register  for  1875  is  now  ready,  and  will 
be  forwarded  to  order.  A prospectus,  indicating  the  principal  contents  of  the 
work,  will  be  found  in  the  advertising  sheet  of  this  number. 

Information  of  any  new  banks,  bankers  or  changes,  as  well  as  any  correc- 
tions to  be  made,  should  be  sent  to  this  office  for  the  second  edition,  to  be 
issued  in  March.  Orders  for  the  Cards  of  Banks  and  Bankers  will  be  re- 
ceived until  March  1st. 


Clearing-Houses  in  the  United  States.— In  preparing,  at  a late  day, 
for  the  Banker’s  Almanac  and  Register,  a list  ol  the  Clearing-House 
Associations  in  the  United  States,  much  difficulty  was  found  from  the  absence 
of  any  connection  or  correspondence  between  the  several  associations.  No 
one  of  them  could  furnish  the  names  of  all  the  others,  and  the  existence 
of  even  so  important  an  one  as  that  of  Pittsburgh  was  only  learned  when 
too  late  for  its  publication.  In  addition  to  those  named  in  the  list  below, 
we  are  informed  that  one  is  in  contemplation  at  St.  Paul,  Minnesota. 


New  York  . . 
Baltimore . . . 

Boston 

Chicago 

Cincinnati . . 
Milwaukee. . 
New  Orleans 
Philadelphia 
St.  Louis  . . . 
Pittsburgh  . 


President.  Manager. 

Charles  F.  Hunter William  A.  Camp. 

Robert  Mickle. 

James  H.  Beal Henry  B.  Groves. 

Sol.  A.  Smith Douglass  R.  Hale. 

Theo.  Cook George  P.  Bassett. 

D.  Ferguson  T.  L.  Baker. 

John  G.  Gaines Isaac  N.  Maynard. 

Joseph  Patterson George  E.  Arnold. 

Charles  Parsons Edward  Chase. 

John  Harper John  Stewart. 


We  propose  to  give  in  our  next  number  some  account  of  the  system  so  far 
as  developed,  the  different  methods  of  settlement  adopted,  etc.  Information  of 
the  formation  of  any  additional  associations  is  meanwnile  solicited. 


National  Banks  and  Circulation. — Since  the  passage  of  the  act  of  January 
14th,  the  Comptroller  of  the  Currency  has  received  applications  for  the  organiza- 
tion of  National  Banks  as  follows,  the  amounts  statea  being  the  capital : In  New 
York,  one  bank,  $1,000,000;  Connecticut,  two,  $200,000;  Maine,  two,  $150,000; 
New  Jersey,  one,  $100,000;  Kentucky,  one,  $100,000:  Massachusetts,  two, 
$200,000;  Pennsylvania,  eight,  $850,000;  Illinois,  one,  $50,000.  Applications 
have  been  received  for  an  increase  of  capital  from  one  bank  in  Connecticut 
$200,000  ; one  in  Massachusetts,  $200,000,  and  three  in  Pennsylvania,  $310,000. 
Total  aggregate  increase,  $3,360,000. 

Since  the  date  of  the  passage  of  the  act  mentioned,  legal  tenders  have  been 
deposited  for  the  purpose  of  reducing  circulation,  by  two  banks  in  New  York 
State,  $173,000,  and  one  bank  in  Illinois,  $59,000.  Total,  $232,000. 

Destruction  of  Paper  Currency. — On  the  night  of  January  7th,  a collision 
on  the  Baltimore  and  Potomac  Railroad  was  followed  by  the  burning  of  several 
cars.  Many  important  • packages  and  letters  from  the  different  executive 
departments  were  sent  on  that  train.  More  than  a thousand  official  circu- 
lars, sent  out  by  the  Comptroller  of  the  Currency,  calling  for  reports  from 
National  Banks,  were  burned.  There  were  destroyed  $400,000  in  new 
National  Bank  notes,  sent  from  the  Comptroller’s  office,  and  an  amount  of 
legal  tenders  and  fractional  currency  shipped  from  the  Treasurer’s  office  which 
wul  approximate  $300,000. 
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National  Banks. — Provisions  of  the  Recent  Act — Information  Relative  to  the 
Issue  of  Notes. — The  Comptroller  of  the  Currency  is  receiving  many  letters  of 
inquiry  in  reference  to  the  organization  of  National  Banks  under  the  act  of 
January  14,  1875.  The  limit  to  the  aggregate  amount  of  National  Bank  notes 
having  been  removed  by  the  recent  act,  National  Banks  may  now  be  organized 
in  any  State  of  the  Union.  The  proportion  of  the  circulation  which  may  be 
issued  by  banks  organized  previous  to  January  12,  1870,  is  as  follows:  Banks 
having  a capital  not  exceeding  $500,000,  ninety  per  cent,  of  such  capital; 
banks  having  a capital  of  from  $500,000  to  $1,000,000,  eighty  per  cent.;  banks 
having  a capital  of  from  $1,000,000  to  $3,000,000,  seventy-five  per  cent.,  and 
those  of  more  than  $3,000,000,  sixty  per  cent,  of  such  capital.  The  circulation 
of  National  Banks  organized  subsequent  to  July  12,  1870,  is  limited  to 
$500,000  by  an  act  of  that  date,  which  provides  that  no  banking  association 
thereafter  organized  shall  have  a circulation  in  excess  of  $500,000. 

The  following  is  the  official  schedule  of  the  securities  which  are  considered 
as  bonds  within  the  meaning  of  the  Act  of  June  3,  1864,  “to  provide  a 
national  currency,  secured  by  a pledge  of  United  States  bonds,  and  to  provide 
for  the  redemption  and  circulation  thereof.” 


Loan  of  1853 June  14,  1858. 

Loan  of  Feb.,  1861,  (i88i’s) Feb.  8,  1861.. 

Oregon  War  Debt March  a,  1861. 

Loan  of  July  and  August,  1861,  (i88Ts) July  17  and 

Aug.  5, 1861. 

5-ao’s  of  1862 Feb.  25,  1862. 

Loan  of  1863,  (1881s March  3,  1863. 

10-40*5  of  1864 March  3,  1864. 

5-ao’s  of  March,  1864 March  3,  1864. 

5-ao’s  of  June,  1864. June  30,  1864. 

5-2o*s  of  1865 March  3,  1865. 

Consols  of  1865 March  3,  1865. 

Consols  of  1867 March  3,  1865. 

Consols  of  1868 March  3,  1865. 

Funded  Loan  of  1881 July  14.  1870. 

Jan.  20,  *71. 


Pnncifal 
Payable. 
Jan.  I,  1874. 
Jan.  1,  1881. 
July  1,  1881. 

^ July  1, 1881 

May  1,  1882 
July  1,  1881 
March  1,1904 
Nov.  1,  1884. 
Nov.  1,  1884 
Nov.  1,  1885, 
July  1,  1885 
July  1,  1887. 
July  1,  1888 
May  1,  1881 


Protection  against  Burglars. — The  alarming  number  of  recent  bank 
robberies,  and  the  modus  operandi  of  their  daring  perpetrators,  has  stimulated 
our  inventors  to  frustrate  these  outrages.  " Hardy’s  Detachable  Indicator  ” is 
claimed  to  be  an  effectual  bar  to  the  opening  of  combination  locks,  by  any  but 
fully  authorized  persons.  It  is  a dial,  divisible  into  three  pieces,  which  must 
be  re-united  before  the  lock  can  be  opened.  This  invention  is  explained  at 
some  length  on  the  third  page  of  the  cover  of  this  number. 


Bank  Safes. — Messrs.  Terwilliger  & Co.,  No.  100  Maiden  Lane,  call  atten- 
tion to  their  facilities  for  first-class  work  in  this  line.  Their  card  will  be 
found  at  the  end  of  this  number. 


The  Freedman’s  Savings  and  Trust  Co. — The  Committee  on  Banking 
and  Currency  has  reported  to  the  House  a bill  for  the  settlement  of  the  affairs 
of  this  Company,  which  amends  the  present  law  by  reducing  the  number  of 
Commissioners  from  three  to  one,  who  is  to  give  his  whole  time  to  the  work 
and  to  have  a salary  of  $5,000,  thus  saving  $4,000  a year.  He  is  given 
authority  to  sell  property  and  to  compound  debts,  in  order  that  the  speediest 
possible  relief  may  be  afforded  depositors.  He  is  directed  to  employ  a com- 
petent attorney  to  examine  all  affairs  of  the  bank,  and  to  prepare  and  enter 
suits,  both  civil  and  criminal,  against  all  officers,  directors  ana  trustees,  who 
are  legally  responsible  for  the  misuse  of  the  funds  of  the  bank.  The  Sub- 
Committee  rejected  all  applications  to  recommend  a direct  appropriation  by 
Congress  for  the  benefit  of  depositors,  but,  in  place  of  this,  adopted  a proposi- 
tion which  will  afford  effective  aid.  A bill  has  been  drawn  authorizing  the 
purchase,  by  the  Government,  of  the  bank  building  at  Washington,  which  the 
Attorney-General’s  office  now  rents.  This  purchase,  together  with  the  cash 
on  hand,  would  make  the  payment  of  the  dividend  of  20  per  cent  possible 
at  once. 
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Georgia. — A law  passed  in  Georgia  after  the  war  enabled  commission 
merchants  to  take  out  a lien  upon  fanners’  crops  for  loans  advanced.  The 
fanners  vigorously  and  successfully  clamored  for  a repeal  of  the  law.  They 
now  seek  its  re-adoption,  finding  that  without  it  they  cannot  get  any  advance 
money  from  the  merchants  with  which  to  pay  their  hands. 

The  Rights  of  Bill-Holders. — In  the  cases  brought  by  certain  bill-holders 
against  the  Mechanics'  Bank  of  Augusta,  and  its  stockholders,  the  Supreme 
Court  of  Georgia  decided,  December  30th,  that  the  bill-holders  are  entitled  to 
recover.  The  decision  is  placed  upon  the  grounds : First,  that  the  charter  of 
the  bank  when  accepted  became  a contract  between  the  stockholders  and  the 
State ; second,  that  the  defendants  fail  to  allege  in  their  pleas  that  the  con- 
tract was  in  aid  of  the  rebellion;  third,  that  the  seventeenth  section  of  the 
fifth  article,  paragraph  2,  of  the  Constitution  of  Georgia  of  1868,  is  void  as  to 
contracts  made  prior  to  its  date,  because  it  impairs  the  obligation  of  contracts, 
and  sets  up  a defense  which  did  not  exist  when  this  contract  was  made. 

Banks  Acting  as  Brokers.— The  Circuit  Court  sitting  at  Hagerstown, 
Md.,  has  recently  decided  in  favor  of  the  defendant,  a suit  brought  by  Mrs. 
Susan  Wechler  against  the  First  National  Bank  of  Hagerstown,  to  recover 
damages  for  deceit.  The  declaration  alleged  that  by  the  false  representations 
of  the  teller  of  the  bank  the  plaintiff  was  induced  to  receive  two  $ 500 
Northern  Pacific  Railroad  Company’s  bonds  in  part  payment  for  a draft  of 
$ 1,047  on  New  York,  which  she  had  taken  to  tne  bank  to  have  collected. 
Exceptions  were  reserved  by  the  counsel  for  the  plaintiff,  and  the  case  will  go 
to  the  Court  of  Appeals.  A correspondent  of  the  Baltimore  Sun  states  that: 

“ It  appeared  from  the  evidence  that  the  teller  and  other  officers  of  the  bank 
had  been  engaged  in  selling  Pacific  bonds,  and  received  per  cent,  commis- 
sion, which  was  placed  in  the  cash  drawer  of  the  bank;  and  also  that  the 
teller  recommended  the  purchase  of  the  bonds  to  plaintiff,  but  he  denied  hav- 
ing made  the  false  representations  which  she  alleged  had  induced  her  to  pur- 
chase ; also,  that  there  was  a placard  up  in  the  bank  announcing  that  the 
bank  was  selling  such  bonds.  The  Court  instructed  the  jury  4 that  the  National 
Bank  Act,  under  which  the  bank  had  been  organized,  limited  its  action  to  the 
pursuit  of  the  objects  specified  in  that  act,  ana  that  the  purchase  and  sale  of 
such  bonds  was  not  within  its  chartered  powers,  and  although  they  might  find 
from  the  evidence  that  John  D.  Newcomer,  the  bank’s  teller,  fraudulently 
induced  the  plaintiff  to  purchase  the  bonds  by  representing  to  her  that  they 
were  a good  investment,  or  that  the  bank  would  take  them  back  if  she  pot 
tired  of  them,  at  the  price  she  paid  for  them,  or  by  fraudulently  representing 
to  her  that  Dr.  Smitn  had  purchased  $ 1 0,000  of  them  as  a good  and  safe 
investment,  and  that  she  was  induced  by  these  representations  to  purchase 
them,  and  was  thereby  damnified,  still  she  could  not  recover  in  this  action 
against  the  bank.’  ” 

Unstamped  Checks. — The  Chicago  Tribune , of  January  15th,  thus  speaks 
of  an  examination  to  which  the  Chicago  Banks  have  been  recently  subjected : 
The  special  agent  of  the  Internal'  Revenue  Department,  who  is  looking  for 
unstamped  checks,  continues  his  search  among  the  banks  in  this  city.  He  has 
been  very  successful,  finding  in  the  vaults  of  one  bank  enough  unstamped 
checks  to  break  it,  if  the  penalty  of  $50  each  were  enforced.  The  President 
of  another  bank,  which  had  been  very  scrupulous  in  rejecting  unstamped 
checks,  auestioned  the  right  of  the  detective  to  search  his  vouchers,  but  had 
to  yield  before  the  unmistakable  provisions  of  the  law,  which  give  the  agents 
of  the  Internal  Revenue  Department  the  right  of  search.  The  sole  duty  of 
the  detective  is  to  forward  the  results  of  his  examination  to  Washington.  We 
are  informed  that  he  has  been  instructed  to  examine  the  vaults  of  all  the 
banks  in  the  State,  and  report.  What  course  the  Internal  Revenue  Depart- 
ment will  pursue  toward  the  delinquent  banks  is  not  known. 

Chicago  Clearing-House. — The  credit  clearings  through  this  office  for  the 
year  1874  were  $ 1,101,347,918.  For  the  year  1873,  $ 1,047,027,828. 
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The  Chicago  National 'Banks. — The  National  Banks  of  this  city  have  all 
made  public  the  statements  of  their  condition  on  the  31st  of  December,  1874, 
in  compliance  with  the  recent  call  of  the  Comptroller  of  the  Currency.  Since 
the  last  exhibit,  October  2,  1874,  there  has  been  an  increase  of  loans  of 
$1,040,000,  and  a decrease  of  deposits  of  $3,500,000.  The  latter,  of  course, 
is  largely  due  to  the  shipments  of  currency  to  the  country  for  hogs  and  grain. 
The  individual  statements  of  the  banks  will  corroborate  this  evidence  of  an 
increased  activity  in  business.  The  percentage  of  cash  means  to  deposits  is 
50  per  cent.,  7 per  cent,  less  than  at  the  time  of  the  last  statement.  Even 
this  is  a large  percentage,  and,  though  favorable,  shows  a condition  too  strong 
to  be  very  profitable.  As  an  average,  33  per  cent,  is  considered  abundant 
One  of  the  tanks  holds  82  per  cent.,  and  the  lowest  held  is  39  per  cent 
Since  October  2d  the  circulation  has  fallen  from  $4,864,845  to  $4,790,720,  or 
$74,125;  of  this,  $15,000  is  due  to  the  disappearance  of  the  Mechanics' 
National  Bank,  which  has  gone  into  voluntary  liquidation.  A further  com- 
parison will  show  that  the  circulation  has  been  steadily  decreasing  for  some 
time.  On  February  28,  1873,  the  circulation  of  our  banks  was  $6,925,535. 
This  is  a loss  in  two  years  of  $2,134,815.  These  facts  have  a significance 
which  should  not  be  lost  upon  the  politicians  who  think  the  West  is  clamoring 
for  more  currency. 

Unlike  the  Savings  Banks,  the  National  Banks  have  more  than  regained  the 
position  they  occupied  before  the  panic.  The  loans  and  discounts  are  more 
than  they  have  been  at  any  previous  time. 

Total  loans  and  discounts,  $26,096,222;  legal  tenders,  $6,057,680;  deposits, 
$29,762,910;  circulation,  $4,790,720;  capital  and  surplus,  $12,119,000. 

— Chicago  Tribune. 

Bank  Suspensions  in  Chicago . — The  Mechanics'  National  Bank  closed  its 
doors  December  31st,  and  has  gone  into  voluntary  liquidation.  The  Cook 
County  National  Bank  has  done  the  same.  On  the  19th  of  January  a notice 
posted  on  its  doors  informed  the  public  that,  owing  to  the  non-receipt  of 
promised  and  expected  aid,  the  shareholders  have  voted  to  go  into  liquida- 
tion under  the  National  Currency  act.  Depositors  are  assured  that  their  pay- 
ment in  full  is  only  a question  of  time.  The  deposits  had  run  down  from 
$1,150,000,  December  31,  1874,  to  $850,000,  or  about  $300,000  in  a fortnight 
It  is  said  that  Mr.  B.  F.  Allen,  its  President,  owns  most  of  the  stock  of  the 
bank,  and  intends  to  devote  as  much  as  may  be  necessary  of  his  private  for- 
tune to  the  payment  of  depositors. 

Kentucky. — We  present  herewith  a consolidated  statement  of  the  State  and 
National  Banks  of  Louisville,  showing  their  condition  on  December  31,  1874. 
There  are  at  present  in  this  city  Fourteen  State  Banks  and  nine  National 
Banks,  three  of  the  former  having  been  transferred  to  the  list  of  National 
Banks  since  last  July.  The  leading  items  in  the  statements  of  the  two  classes 
may  be  summarized  as  follows : 

RESOURCES. 


Discounts 
and  Loans. 

Due  from 
Banks. 

Currency. 

Bonds 
and  Stocks. 

State 

$ 1 1,000,758  . . 

$964,864  . 

. $ 1,092,936 

-•  $753,01* 

National 

4,819,910  .. 

694,168  . 

492,504 

--  3,610,002 

Total 

$ 1 5,820,668  $ 1 ,659,032 

LIABILITIES. 

$ 1,585440 

$4,363,014 

Capitol 

Surplus  and 
Canting . Fund. 

Due  to 
Banks. 

Individual 

Deposits. 

Government 

Deposits 

State...  $5,708,245 

$ 1,360,641 

. $362,656 
*.  1,189,089 

. $6,581,538 

— 

National  3,445,500 

464,829 

1,692,278 

• $3**. 39* 

Total.  $9,153,745 

$ 1,825,470 

$ 1.551.745 

$8,273,816 

$321,394 

Private  banks  and  bankers  are  not  taken  into 
Journal. 

account. — Louisville  Courier- 
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M.  Emile  P£reirk,  the  well-known  French  banker,  whose  death  has  been 
reported,  was  born  December  3d,  1800.  He  was  of  a Jewish  family  of  Portu- 

?iese  extraction,  and  was  a grandson  of  the  philologist  Jacob  Rodriguez 
ereire.  In  conjunction  with  his  brother  Isaac,  he  became  contractor  for  the 
building  of  the  St.  Germain  Railway,  having  the  Rothschilds,  with  other  great 
capitalists,  for  his  guarantee.  This  transaction  was  the  foundation  of  his 
reputation  and  fortune.  The  same  partnership  undertook  the  construction  of 
the  great  Northern  Railway  of  France.  In  1852,  they  founded  the  French 
Credit  Mobilier,  with  a capital  of  $ 12,000,000,  an  institution  which,  unlike  its 
American  imitator,  has  encouraged  and  fostered  industrial  enterprises.  M. 
Pereire  was  decorated  with  the  Cross  of  the  Legion  of  Honor  in  1837,  and 
was  subsequently  created  an  officer  of  that  order.  He  was  elected  as  the 
Government  candidate  to  the  Corps  Legislatif  in  1863,  but  declined  to  be  a 
candidate  in  1869. 

Maine. — The  annual  report  of  the  State  Treasurer  has  been  submitted  to  the 
Legislature.  The  receipts  of  the  Treasurer  the  past  year  were  $1,423,473-70, 
which,  added  to  the  amount  on  hand  December  31,  1873,  makes  $ 1,859,904-38. 
The  disbursements  for  the  year  amounted  to  $1,537,718-54,  leaving  a balance 
ia  the  Treasury  December  31,  1874,  of  $322,185-84.  The  liabilities  of  the 
State  aggregate  $9,959,690-25,  which  includes  all  trust  funds,  school  funds, 
etc.  The  public  debt.  January  I,  1875,  was  $7,088,400.  The  actual  indebted- 
ness of  the  State  is  $5,574,378,  there  being  sinking  funds  to  the  amount  of 
$1,514,022-80.  A considerable  portion  of  the  report  is  devoted  to  the  Savings 
Bank  tax.  The  Treasurer  suggests  that  the  act  authorizing  this  be  so  changed 
that  the  tax  be  based  upon  the  amounts  of  deposits  at  the  date  of  return,  in- 
stead of  the  average  of  deposits  for  the  preceding  six  months  ; also  that  the 
banks  be  required  to  pay  the  tax  within  ten  days  instead  of  forty-five  days,  as 
now  provided.  The  average  amount  of  deposits  for  the  six  months  preceding 
May  2,  1874,  is  given  as  $28,566,037*64,  and  for  the  six  months  preceding 
October  31,1874,  $28,808,481.  The  total  tax  for  the  year  is  $143,318*24. 

Massachusetts. — The  message  of  Governor  Gaston  states  that  the  present 
funded  debt  of  the  State  is  classified  as  follows:  Railroad  loans,  $14,971,016; 
war  loans,  $12,936,188;  ordinary  loans,  $1,558,000;  total,  $29,465,204.  The 
sinking  fund  created  for  its  redemption  amounts  to  nearly  $ 1 1 ,000,000,  leav- 
ing the  net  debt  less  than  $ 19,000,000.  The  payments  from  the  revenue  of 
the  present  year  are  estimated  at  $5,214,550;  and  the  ordinary  revenue  of  the 
year  at  $3,568,983,  showing  that  a State  tax  of  $2,225,000  will  be  requisite. 

The  Comptroller  of  the  Currency  has  appointed  C.  O.  Billings  as  National 
Bank  Examiner  for  the  City  of  Boston,  in  place  of  George  Ripley,  resigned. 

Sentenced. — George  H.  Kingsbury,  the  defaulting  clerk  of  the  National 
Bank  of  Redemption,  in  Boston,  has  been  sentenced  to  five  years’  imprison- 
ment in  jail. 

Michigan  Finances. — Governor  Bagley’s  message  to  the  Legislature  says  that 
the  financial  exhibit  is  gratifying.  The-  administration  faithfully  pays  every 
obligation  as  it  matures,  provides  in  advance  for  every  appropriation,  creates 
no  new  debt,  and  renews  no  old  one. 

Stolen  Bonds. — The  Souhegafi  National  Bank,  at  Milford,  N.  H.,  received, 
on  January  2d,  securities  amounting  to  about  $112,000,  being  most  of  those 
stolen  from  its  vaults  on  the  19th  of  October.  The  officials  of  the  bank  refuse 
to  give  any  particulars,  though  they  claim  that  no  compromise  was  made  with 
the  robbers. 

New  Jersey,  according  to  the  showings  of  its  Comptroller,  financially  stands 
among  the  very  best  of  the  States.  The  receipts  of  the  treasury  during  the 
year  1874  were  $2,122,752,  of  which  $100,000  was  from  a temporary  loan, 
and  the  balance  from  the  usual  legitimate  sources.  The  receipts  were  $299,817 
more  than  the  disbursements  of  the  year,  and  exceeded  the  receipts  of  the 
previous  year  by  $357,220.  The  war  debt  is  the  only  bonded  debt  of  the 
State,  ana  after  the  payment  of  bonds  maturing  January  1,  1875*  will  amount 
to  $ 2496,300,  while  the  assets  of  the  sinking  fund,  established  to  secure  the 
payment  of  this  debt,  amount  to  $1,3x1,450. 
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Ohio. — We  take  from  the  Cincinnati  Commercial  the  following  table  of  the 
aggregate  of  the  leading  items  in  the  reports  of  the  National  Banks  of  Cincin- 
nati, as  shown  by  their  statements  of  condition  on  the  31st  day  of  December, 
1874,  and  comparisons  with  reports  of  October  2 and  June  26,  1874: 


Dec.  31.  Oct.  a.  June  26. 


Loans 

hand  . . . 

$9,798.45° 

$9,353,041 

$9.09,-359 

United  States  Bonds  on 

163,200  .. 

203,700 

347,  *5° 

National  Bank  Notes  .. 

113,048  .. 

208,621 

232,643 

Coin  and  Coin  balance. 

123,685  .. 

274.332 

353.086 

Legal  tenders 

730,000  . . 

575,000 

731,000 

Exchange  

1,620,087  .. 

1,386,792 

1,449.526 

Due  from  banks 

7,887  •• 

717,219 

557.692 

U.  S.  Certificates  of  Deposit 

515,000  .. 

625,000 

775,000 

Stock  

4,000,000  . . 

4,000,000 

4,000,000 

Surplus 

945,000  . . 

945,ooo 

925,000 

Circulation 

3,190,510  .. 

3,104.910 

3,167,105 

United  States  Deposits 

33°»I3°  -- 

335466 

310,226 

Individual  and  Certified 

Deposits 

5»,32>75^  -- 

5.641.379 

5.214.235 

Due  to  banks 

Redemption  fund 

4,042,060  . . 
175,330  -- 

3,232,630 

3.7«6,223 

A clock  now  in  use  in  the  Jefferson  National  Bank,  in  Steubenville,  Ohio, 
was  placed  in  the  Farmers  and  Mechanics’  Bank,  at  Steubenville,  in  1815,  has 
been  on  active  duty  ever  since,  and  is  said  to*be  still  a first-class  time-keeper. 

Pennsylvania. — The  total  debt  of  Pennsylvania,  at  the  close  of  the  fiscal 
year,  November  30,  1874,  was  $24,568,635.  Deducting  some  $9,000,000  of 
bonds  in  the  sinking  fund,  the  debt  is  reduced  to  about  fifteen  and  a-half  mill- 
ions of  dollars.  The  debt  within  the  past  year  was  reduced  by  $ 1,230,186, 
notwithstanding  the  revenues  were  decreased  by  lessened  taxation  $ 1,200,000. 

Daylight  Bank  Robbery. — Two  strangers  entered  the  First  National  Bank 
of  Carbondale,  Pennsylvania,  on  January  14th,  while  all  were  at  dinner  except  Mr. 
James  Stolt,  the  Cashier.  They  engaged  Mr.  Stolt  in  conversation,  ana  soon 
after  fell  upon  him,  tied  and  gagged  him,  and  made  off  with  $ 40,000  in  green- 
backs. Mr.  Stolt  managed  to  roll  himself  to  the  front  door  and  give  an 
alarm,  but  the  men  had  disappeared,  and  no  trace  has  been  obtained  of  them. 
Mr.  Stolt,  although  a man  of  advanced  years,  and  of  feeble  strength,  resisted 
the  robbers,  and  was  badly  bruised  in  the  scuffle. 

Utah. — Messrs.  Walker  Brothers,  Bankers,  offer  their  attention  to  collec- 
tions for  Utah  and  the  adjoining  Territories.  Their  card,  with  ample  refer- 
ences, may  be  found  in  our  advertising  supplement. 

Wisconsin. — The  Manufacturers’  National  Bank  of  Racine  has  recently 
increased  its  capital  $ 100,000.  The  bank  continues  an  active  business  under 
the  management  of  Hon.  Jerome  I.  Case,  President,  and  Mr.  B.  B.  Northrop, 
Cashier.  The  names  of  its  directors  will  be  found  in  their  card  at  end  of  this 
number. 

Eau  Claire. — Messrs.  Clark  & Ingram  have  admitted  Mr.  Eugene  R.  Leland  # 
as  a partner  in  their  firm,  the  style  being  now  Clark,  Ingram  & Co.  The 
card  of  the  new  house  will  be  found  in  our  advertising  supplement,  their  New 
York  correspondent  being  the  Importers  and  Traders’  National  Bank. 


Canada. — R.  J.  Dallas,  the  defaulting  cashier  of  the  Toronto  branch  of 
Molson’s  Bank,  who  was  arrested  at  Elizabeth,  N.  J.,  having  in  his  pos- 
session upwards  of  $42,000,  and  taken  back  to  Canada,  has,  after  medical 
examination,  been  pronounced  insane  and  committed  to  the  Dominion  Lunatic 
Asylum. 
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NEW  BANKS,  BANKERS  AND  SAVINGS  BANKS. 

( Monthly  List ',  continued  from  January  Number , page  563.; 


Additions  for  this  list  are  solicited  from  the  subscribers  to  this  work. 


Place  and  State.  Name  0/  Bank.  N.  Y.  Correspondent. 


Benton  ville,  Ark.  . ..  S.  D.  Rogers  & Co 

Chicago,  III M.  Felsenthal Merchants’  Exchange  N.  B. 

Beardstown,  “ Skilling,  Carter,  Arenz  & Co.  Ninth  National  Bank. 

Bement,  “ Bennett,  Moore  & Co First  National  Bank. 

Sheldon,  “ Bank  of  Sheldon Irving  National  Bank. 

Lafayette,  Ind Lafayette  National  Bank...  Third  National  Bank. 


Belmond,  Iowa 

Clear  Lake,  1 * 
Creston,  “ 

Fayette,  “ 

Logan,  “ 

Manchester,  “ 
Monroe,  “ 

Nashua,  “ 

Searsboro’,  “ 

Shellsburg,  “ 

Sioux  Rapids,  “ 

Storm  Lake,  “ 

Louisville,  Ky 

Mt.  Sterling,  “ 

Esconawba,  Mich.  . . 
Mt.  Gemens,  u 


Bank  of  Belmond 

Clear  Lake  Bank Corbin  Banking  Co. 

Bank  of  Creston Saunders  & Hardenbergh. 

C.  W.  Sperry Corbin  Banking  Co. 

Cadwell  & Fiske 

Congar  Brothers National  Park  Bank. 

First  National  Bank  

Bank  of  Nashua 

Union  Exchange  Bank Green  ebaum  Bros.  & Co. 

Farmers’  Exchange  Bank...  Nat.  Bk.  Commerce,  Chicago. 

J.  M.  Hoskins None. 

Sutfin  & Hay 

Galt  & Shot  well First  National  Bank. 

Farmers’  National  Bank 

Esconawba  Bank 

First  National  Bank 


Bowling  Green,  Mo..  Farmers*  Bank Donnell,  Lawson  & Co. 

Greenfield,  “ . R.  S.  Jacobs Security  Nat.  Bank,  St.  Louis. 

Lancaster,  “ . First  National  Bank 


Sodus  Point,  N.  Y.  ..  Sylvanus  J.  Macy  & Co Josiah  Macy’s  Sons. 

Batesville,  Ohio First  National  Bank 

Massillon,  “ German  Savings  Bank 

Sabina,  “ Sabina  Bank 

Youngstown,  “ Second  National  Bank 

Allentown,  Pa Wm.  H.  Blumer  & Co 

Prospect,  “ Prospect  Savings  Bank 

Rimersburgh,“  Abrams  Savings  Bank 

Tyrone,  “ Tyrone  Bank 

Mineola,  Texas Harrison  & Cage Donnell,  Lawson  & Co. 

Blacks  & Whites,  Va.  . Citizens*  Bank 

Harrisonburg,  **  . Rockingham  Bank T.  J.  Nicholson  & Sons,  Balt. 

Norfolk,  M . Home  Savings  Bank National  Shoe  & Leather  Bk. 

Richmond,  “ . Thomas  Branch  & Co National  Park  Bank. 


Marathon  City,  Wis. . Marathon  County  Bank National  Bank  Republic. 

Sharon,  '*  . Bank  of  Sharon First  Nat.  Bank,  Chicago. 
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CHANGES  OF  PRESIDENT  -AND  CASHIER. 

(Monthly  f ist  ; continued  from  January  Xo. , page  561.  J 


January,  1875. 

ty  Banks  are  requested  to  furnish  prompt  notice  of  any  future  changes. 


Name  of  Bank.  Elected . 

Southern  Bank  of  Ala., Mobile. Ala.  M.  G.  Hudson,  Cash.. 
Pacific  Bank,  San  Francisco,  Cai — E.  D.  Morgan,  Cash.  . 

German  Bank  of  Denver,  Coi H.  Suhr,  Cash 

Nat.  Metrop.  B.,  Washington,  D.  C.  Geo.  H.B. White,  Cash. 
First  National  Bank,  Batavia,  III..  Wm.  K.  Coffin,  Cash.  . 
Hide  & Leather  Bank,  Chicago,  “ . Wm.  Scudder,  Cash.  . . 
First  National  B.,  Shelbyville,  Ind.  Alfred  Major,  Pres... . 
Merchants’  N.  B.,  Indianapolis,  44  J.  P.  Frenzel,  Jr., Cash. 
Montgomery  County  Bank,  ) «.  $ Thos.  H.  Wills,  Pres. 

Independence,  5 ’ ' | H.  S.  Leonard,  Cash 

National  Bank  of  Somerset,  Ky.  ..  Robert  Gibson,  Cash.. 
Third  Nat.  Bank,  Louisville,  “ ..  Julius  Von BorrieSj/Vw. 

Franklin  Bank,  Baltimore,  Md J.  Sprigg  Belt,  Cash.. . 

Old  Town  Bank,  44  44  E.  G.  Hipsley,  Pres.  .. 

Central  Nat.  B.,  Frederick,  44  Geo.  R.  Dennis, /Vw. . 

N.  Hide  & Leather  B.,  Boston,  Mass.  George  Ripley,  Pres. . . 
North  National  Bank,  44  “ George  Wnitney,  Pres. 

National  Bank,  Methuen.  44  James  Watson,  Pres. .. 

Milford  National  B.,  Milford,  “ Aug.  Wheeler,  Cash... 

Railroad  Nat.  Bank,  Lowell,  44  Jacob  Rogers,  Pres 

Rockport  Nat.  B.,  Rockport,  “ Charles  Tarr,  Pres.  .. . 

Ann  Arbor  S.  B.,  Ann  Arbor,  Mich.  R.  S.  Smith,  Pres 

44  41  44  44  Chas.  E.  Hiscock,  CVzxA. 

First  Nat.  Bank,  Buchanan,  44  William  Pears,  Pres. .. 

National  City  B.,  Marshall,  44  S.  V.  R.  Lepper,  Cash. 

Manuf.  N.  B.,  Three  Rivers,  44  E.  H.  Lothrop,  Cash.. 

Lumberman’s  State  B.,Wenona, 44  S.  O.  Fisher,  Pres 

Concordia  Sav.  B.,  Concordia,  Mo.  H.  W.  Thieman,  Cash. 

Bank  of  St.  Joseph,  St.  Joseph,  44  G.  A.  Prey,  Cash 

First  National  Bank,  Palmyra,  44  Samuel  Logan,  Cash... 
44  44  Sedalia,  44  A.  D.  Jaynes,  Pres.... 

44  44  44  44  Cyrus  Newkirk,  Cash. 

44  44  Trenton,  44  Hugh  S.  Carnes,  Cash. 

First  National  Bank,  Omaha,  Neb.  . Herman  Kount zc,Pres. 
B.  of  Bergen  Co.,  Hackensack,  N.  J.  G.  G.  Ackerson,  Pres.. 
First  National  Bank,  Hoboken,  44  Samuel  R.  Syms,  Pres. 
Nat.  Exchange  Bank,  Auburn,  N.  Y.  E.  S.  Newton,  Cash.  .. 
National  Bank  of  Fishkill,  44  Lewis  H.  White,  Pres. 

City  Bank,  Rochester,  44  Thos.  Leighton,  Pres. . 

Security  Bank,  Watertown,  44  Morris  Winslow,  Pres. 
Delaware  County  Bank,  Walton,  “ George  O.  Mead,  Cash. 
Union  National  B.,  Massillon,  Ohio  John  E.  McLain,  Pres. 
44  44  44  44  James  H.  Hunt,  Cash. 


In  place  oj 

W.  Demony. 

O.  H.  Bogart. 

C.  F.  A.  Fischer. 
Moses  Kelly. 
Robert  N.  Wolcott. 
T.  L.  Forrest. 

John  Elliott. 

Fred.  Baggs. 

J.  C.  Leonard. 

T.  H.  Wills. 

W.  Woodcock. 

S.  Ullman. 

Charles  Goodwin. 
James  Webb. 

R.  Y.  Stokes. 
William  Claflin. 

C.  R.  Ransom. 

J.  Davis. 

A.  G.  Underwood. 

S.  W.  Stickney. 
Ezra  Eames. 

T.  M.  Cooley. 
Schuyler  Grant. 

G.  W.  Devin. 

M.  B.  Strong. 

Wm.  E.  Wheeler. 
John  S.  Taylor. 

F.  L.  Flanders. 

R.  P.  Richardson. 

H.  G.  Smith. 

C.  Newkirk. 

A.  D.  Jaynes. 

R.  P.  Carnes. 

E.  Creighton.* 

G.  Achenbach. 

W.  G.  Shepherd. 

C.  A.  Meyers. 
Samuel  A.  Hayt 
E.  M.  Parsons. 

R.  E.  Hungerford. 

S.  E.  Dutton. 
Clement  Russell. 

W.  McClymunds. 
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Name  of  Bank. 

Keystone  Bank,  Philadelphia,  Penn. 
Guar.Trust  & S.  D.  Co.,44  44 

Twenty-second  Ward  Bk.,“  44 

West  Philadelphia  Bank,  44  44 

Girard  Savings  B.,  Allentown,  44 
First  National  Bank,  Butler,  44 
Franklin  Sav.  Fund,  Pittsburgh, 44 
People’s  Sav.  Bank,  Tidioute,  44 


Elected. 

C.  M.  Clingan,  Pres. . . 
E.  C.  Knight,  Pres. . . . 
Wm.  Hacker,  Pres . . . . 
J.  C.  Vincent,  Cash. . . . 
Samuel  A.  Butz,  Pres. 
C.  McCandless,  Pres . . 
J . W.  H . Cochrane,  Cash . 
Steph.  H.  Evans,  Pres. 
Thos.  B.  Monks,  Cash. 
Latham  W.  Jones,  Cash . 
Wm.  F.  Sayler,  Pres.  . 


In  pace  0/ 
Jacob  Sallade. 

W.  H.  Rhawn. 
Win.  H.  Sowers. 
Isaac  Jackson. 
Ph.  Albright. 
Charles  Duffy. 
Samuel  A.  Long. 
J.  Parshall. 

R.  C.  Beach. 

E.  S.  Loop. 

L.  Fairbrother. 


Wyoming  N.  B.,  Wilkes-Barre,  44 

Slater  N.  B.,  Pawtucket,  R.  I 

Exchange  Bank,  B^oUTenn...  j w w JtmeSf . E.  H.  Seneker. 


Deceased. 


DISSOLVED,  DISCONTINUED  OR  CHANGED. 

( Monthly  List,  continued  from  January  No.,  page  564. ) 

Colorado. — Emerson,  West  & Buckingham,  Greeley , (now  Emerson  & West). 

Florida. — C.  L.  Le  Baron  & Son,  Pensacola , (suspended). 

Illinois. — Charles  M.  Willard  & Co.,  Anna , (now  Charles  M.  Willard); 
Skilling,  Sheffield  & Co.,  Greenfield,  (now  Sheffield  & Co.);  W.  E.  Hayward, 
Pana,  (succeeded  by  Anderson  & Shumway) ; Van  Vechten  & Co.,  Shannon , 
(succeeded  by  William  Shannon);  W.  S.  Jackson  & Co.,  Streator,  (succeeded 
by  First  National  Bank);  Mechanics’  National  Bank,  Chicago , and  Cook  County 
National  Bank,  Chicago , (both  in  voluntary  liquidation);  Phenix  Banking  Co., 
Chicago , (merged  in  Hide  & Leather  Bank). 

Indiana. — Monticello  Bank,  Afonticello,  (succeeded  by  First  National  Bank 
of  Monticello);  Union  National  Bank,  Lafayette,  (succeeded  by  Lafayette  Na- 
tional Bank). 

Iowa. — T.  G.  Emsley,  Mason  City , (now  City  Bank) ; J.  B.  & M.  I. 
Powers,  Parkersburg,  (succeeded  by  Exchange  Bank  of  Wolf,  Shuler  & Wolf); 
Crum,  Van  Fleet  & Co.,  Bedford,  (now  Bedford  Bank);  M.  Rosenbaum, 
Nashua , (now  Bank  of  Nashua). 

Kansas. — Burtis,  Powell  & Burtis,  Waterville , (now  Marshall  County  Sav- 
ings Bank). 

Massachusetts. — Page,  Richardson  & Co.,  Boston , (dissolved).  * 

Michigan. — Daniel  C.  Tilden  & Co.,  Ml . Clemens,  (now  First  National 
Bank) ; Bank  of  Wenona,  Wenona , (succeeded  by  Lumberman’s  State  Bank 
of  Wenona);  James  Blain,  Yerkes  & Co.,  Ludington,  (succeeded  by  Charles 
Blain  & H.  P.  Ely). 

Minnesota. — Sparks,  Macpherson  & Co.,  Minneapolis , (now  Traders  & 
Manufacturers’  Bank). 

Missouri. — International  Savings  Bank,  Montgomery,  (merged  in  Montgom- 
ery County  Bank). 

Nebraska. — Trew,  F.  S.,  reported  at  Plum  Creek,  (now  with  Kearney 
Bank,  Kearney  Junction). 

New  York. — George  F.  Paddock  & Co.’s  Bank,  Watertown,  (suspended.) 

Ohio. — John  McDonald  & Co.,  New  Lisbon,  (dissolved);  McLain  & Hunt, 
Massillon , (merged  m Union  National  Bank). 

Pennsylvania.— Producers’  Bank,  Butler,  (closed);  Weekly  Savings  Bank, 
Pittsburgh,  (now  Market  Bank);  F.  S.  Bond  & Co.,  Philadelphia,  (now  Bond, 
Moxey  & Co.);  Allegheny  Trust  Co.,  Allegheny  City>  (suspended). 

Wisconsin.— First  National  Bank,  Evansville , (closing), 
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OFFICIAL  BULLETIN  OF  NEW  NATIONAL  BANKS, 
Authorized  December  16,  1874,  to  January  21,  1875. 


No.  Name  and  Place . President  and  Cashier.  , Capital.  — x 

Authorised  Paid. 

2213  Lafayette  National  Bank,  John  W.  Heath $ 300,000  . $ 300,000 

Lafayette,  Ind.  L.  C.  Slocum 

2214  First  National  Bank,  Jas.  B.  Eldredge 50,000  . 30,000 

Mt.  Clemens,  Mich.  Daniel  C.  Tilden 

2215  First  National  Bank,  Tunis  Schenck 50,000  . 50,000 

Monroe,  Iowa  Robt.  C.  Anderson 

2216  Farmers’  National  Bank,  J.  A.  Hannah 250,000  . 150,000 

Mt.  Sterling,  Ky.  Wm.  Mitchell 

22x7  Second  National  Bank,  Henry  Tod 200,000.  xoofioo 

Youngstown,  Ohio  Geo.  J.  Margerum 
22x8  First  National  Bank,  Charles  H.  Howell. ..  50,000.  30,000 

Lancaster,  Mo.  Christian  Figge,  Jr. 

2219  First  National  Bank,  F.  M.  Atkinson 60,000  . 300,000 

Batesville,  Ohio  Amos  P.  Spencer 


THE  PREMIUM  ON  GOLD  AT  NEW  YORK, 
December,  1874 — January,  1875. 

Lowest.  Highest. 

Holiday.  ..Jan.  9 -. 

• »#  • 1 2# 


2874.  Lowest. 

January . . iojg 
February.  1 1 Jig 
March  ...  1 1 % 
April  ....  11# 
May II J& 

June 10# 

«>y 9 , 

August . . . 9# 
September  9# 
October  . . 9# 

Nov 10 

Dec 11J* 

Dec.  23!.  11#  . 
24-  ii* . 


Highut. 

12#  ..Dec.  25 

13  ..  26 

*3  H 

14#  - *8. 

13#  ••  29 

12  W ..  30 

10#  ..  3« 

IO#  ..Jan.  1 

«°#  ..  2 

10# 

12#  ..  4 

•"*  ::  i 

n#  ..  7 

«#  - « 


..  n#  . 12 

..  11#  . 11# 

..  11#  . 11# 

..  11#  . 12# 

Holiday. 

..  12# . 12# 

..  12#  . 12# 

..  12#  . 12# 

--  12 v . 12# 
..  12#  . 12# 

..  12# . 12# 


Lowest.  Highest. 
12#  . 12# 


11 

12 

13 

14 

\l 

18 

>9 

20 

21 

22 

23 


12#.  12# 
12#  . 12# 
12#  • 12# 
12  12# 
II#  • •*# 
12  . 12# 

12#  - 12# 
12#  ■ I*# 
12#  - 12# 
12#  - «2# 
12#  . 12# 
12#  . 12# 


MONTHLY  PREMIUM  ON  GOLD,  1868-73. 


1868. 

1869. 

1870. 

33#  42# 

39#  44 , 
37#  41# 
37#  40# 
39#  40# 
39#  41# 
40#  45# 
43#  5°  , 
41#  45# 
33#  4°# 
32#  37  , 
34#  36# 

34#  36# 
3°#  38# 
30#  32# 
31#  34# 
34#  44# 
37  39# 
34 , 37# 

3«#  37# 
30#  62# 
28#  31# 
21#  28# 
19#  *4 

19#  23# 
IS  21# 
lo#  16# 
II#  15# 
13#  IS# 

10#  14# 

II#  22# 

14#  22 
12#  16# 
11#  '4# 
,0  13# 

10#  II# 

# January  .. 
‘February  . 
March  ... 

April 

May 

June 

Juty  

August . .. 
September 
October.. . 
November 
December. 


1871.  1872. 


10#  11# 
10#  12# 
10#  11# 
10#  11# 
u 12X 

11#  13# 
11#  13# 
11#  13# 
12#  is# 

II#  IS  , 
10#  12# 


8#  10# 
9#  11  , 
9#  10# 
9#  13# 
12#  14# 
>3  , 14# 

13#  >5# 

h2#  *5  h 

12#  15# 
12#  IS# 
II#  14# 
II#  13# 
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PUBLIC  DEBT  OF  THE  UNITED  STATES. 


Recapitulation  of  the  Official  Statements . 


Debt  Bearing  Interest  in  Coin. 

Dee . 1 , 1874.  Jan.  2,  1875. 

Bonds  at  six  per  cent $ 1,167,274,700  . $ 1,157,085,100  00 

Bonds  at  five  per  cent 552,525,200  556,525,200  00 


$ I»7I9»799»900  - $ 1,713.610,300  00 

Debt  Bearing  Interest  in  Lawful  Money. 

Certificates  indebtedness  at  4 per  cent $678,000  $678,000  00 

Navy  pension  fund  at  3 per  cent 14,000,000  14,000,000  00 


$ 14,678,000 

Debt  on  which  interest  has  ceased 

Debt  Bearing  no  Interest. 


Old  demand  and  legal-tender  notes $ 382,075,267 

Certificates  of  deposit 47,120,000 

Fractional  currency 47.385,698 

Coin  certificates 23,045,400 


$ 14,678,000  00 
19,122,390  26 


$382,072,317  50 

41.200.000  00 
46,390,598  33 

23.540.000  00 


$ 499,626,365  $ 493.203,5 1 5 83 


Total  debt $2,252,550,296  . $2,240,614,206  09 

Interest 33,251,111  . 39,724477  09 


Total  debt,  principal  and  interest $ 2,285,801407  . $ 2,280,338,683  18 


Cash  in  the  Treasury. 


Coin $ 83,043.762 

Currency 16,699,3 1 1 

Special  deposit  held  for  redemption  of  cer- 
tificates of  deposit,  as  provided  by  law  . 47,120,000 


$82,587449  94 
I3»952»93I  22 

41,200,000  00 


$ 146,863,073 

Debt,  less  cash  in  the  Treasury,  Dec.  1,  *74  $ 2,138,938,334 
Debt,  less  cash  “ “ Jan.  1,  *75  


. $ 137,740,381  16 


- $2,142,598,302  02 


Change  in  debt  during  the  past  month...  Dec.%  $123427  ./«**., $3, 659,967  88 
Decrease  of  debt  since  June  30,  1874 . 489.939  *4 


Bonds  Issued  to  the  Pacific  Railway  Companies,  Interest  Payable 
in  Lawful  Money. 


Principal  outstanding 

Interest  accrued  and  not  yet  paid 


$64,623,512 

1,615,587 


$64,623,512  00 
1.938,705  36 


Interest  paid  by  the  United  States 24,325,396 

Interest  repaid  by  transportation  of  mails,  &c.  5,51 0,044 


Balance  of  interest  paid  by  the  U.  S..  $ 18,815,352 


$ 18,723,558  86 
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NOTES  ON  THE  MONEY  MARKET. 


New  York,  January  25,  1874. 

• Exchange  on  London,  at  sixty  days * sight , 486^2  * 4 87  in  gold. 

The  principal  topics  at  the  Stock  Exchange  are  the  activity  of  governments  and 
the  probable  renewal  of  the  contract  with  the  Syndicate.  The  foreign  demand  for 
American  securities  is  scarcely  revived  as  yet,  but  the  return  of  bonds  from  Europe 
has  ceased.  Meanwhile  the  home  demand  has  been  so  brisk  that  the  bonds  which 
have  come  upon  the  market  here  during  the  last  six  weeks  have  been  readily  ab- 
sorbed, and  the  supply  still  seems  below  the  demand.  Hence,  prices  show  a 
decided  firmness,  and  there  are  symptoms  which  are  interpreted  to  indicate  that  the 
foreign  market  will  shortly  be  open  for  the  new  Fives.  The  Syndicate  have  accord- 
ingly applied  for  a renewal  of  their  contract  for  six  months  from  February  i.  The 
Secretary  of  the  Treasury  has  assented,  but  the  arrangement  awaits  the  approval  of 
the  President.  If  the  application  be  granted,  the  expectation  is  that  a large  amount 
of  United  States  securities  will  be  exported  during  the  coming  spring.  Some  of 
the  National  Banks  which  had  arranged  to  sell  their  Government  bonds  so  as  to 
retire  their  circulation,  are  reported  to  be  holding  for  higher  quotations.  Our  tobies 
show  the  following  course  of  prices  during  the  month: 


Quotations  : 

Dec.  28. 

Jan.  4. 

Jan.  ix. 

Jan.  18. 

Jan.  25. 

Gold 

«»* 

”2* 

tiaH 

112# 

U.  S..  5-201,  1867 Coup 

122 

1*8* 

118H 

Il8* 

119H 

U.  S.  new  Fives  Coup . 

x*3* 

x*3* 

xx3H 

XX4 

West  Union  Tel.  Co. . 

79 

77  H 

75* 

7«* 

71 H 

N.  Y.  C.  & Hudson  R. 

toi* 

*01 H 

xoxjf 

xox* 

102* 

Lake  Shore 

80* 

79X 

74* 

73* 

73 

Chicago  & Rock  Island 

101* 

X03 

102* 

102* 

103K 

New  Jersey  Central. . . 
Erie 

107 
*7  H 

105 

2954 

106* 

29 

■3* 

::  ’38 

Bilb  on  London 4.85*  a 4.86 

..  4 85*4  *4-86 

• 4 85**4  86  . 

4.86*  a 4.87 

..4.86*  <1487 

Treasury  balances,  cur.  $ 45,916,67s 

..  $47,011,334 

..  $44,885,716 

. $45.6x5.9X9 

. $46,301,893 

Do.  db.  gold 

49.a70.>7a 

. . 44,466,657 

..  45,890,689  . 

44,4x3.65a 

••  45.35*. 978 

In  State  bonds  there  has  been  little  movement.  Tennessees  are  quoted  at  49*. 
Missouri  sixes  at  96*.  The  Governor  of  Missouri  has  recommended  the  investment 
of  two  millions  of  school  and  university  funds  in  State  bonds  instead  of  in  U.  S. 
bonds,  as  at  present.  The  expected  market  thus  opening  for  two  millions  of  bonds 
has  stiffened  the  price  1*  per  cent.  Railroad  bonds  are  more  active,  the  old  bonds 
being  of  course  chiefly  in  demand.  There  is,  however,  some  inquiry  for  the  defaulted 
bonds,  and  prices  of  all  descriptions  show  a tendency  to  improve.  The  stock  market 
has  been  excited,  a sharp  downward  turn  being  developed  for  Western  Union  and  Lake 
Shore. 

The  rates  for  money  are  lower.  Call  loans  range  at  203  per  cent.,  the  majority 
of  the  transactions  being  at  2 \{  a 2*.  Prime  mercantile  paper  is  quoted  at  4*  a 
6 per  cent.  The  tendency  at  present  seems  to  be  toward  greater  ease.  The  return 
of  currency  and  of  deposits  to  our  city  banks  has  been  rather  more  active  than  was 
anticipated.  ‘The  aggregate  deposits  of  the  New  York  banks  are  now  237  millions, 
or  a little  higher  than  they  were  at  the  beginning  of  October.  The  legal  tenders 
have  risen  to  57  millions,  and  stand  at  a level  7 millions  below  that  of  October 
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5th,  1874.  The  movements  during  the  month  will  be  seen  from  the  subjoined  table, 
which  shows  the  averages  of  the  New  York  city  banks  as  reported  by  the  Clearing- 


House : 
1874. 

Loan s. 

Specie. 

Legal 
Tenders . 

Circulation. 

Deposits. 

Weekly 
Clearings . 

Dec.  21  . . 

. 285.409,800 

13,619,500  . 

• 47*93*, 7°° 

. 24.731,600 

, 215.707,800  . 

45a.85o,4*3 

44  28.. 

283,665,300  . 

*3»397»*°° 

47,163,400 

. 24.610,100  . 

. 213,889,600  . 

407,720,865 

1875. 

Jan.  4 

284,209,800 

17,974,000  . 

. 49,643.600 

. 24,622,600  . 

. 2x1,469,200  . 

398,250,639 

44  11 ...  . 

286,167,900  . 

. 23,222,100  . 

. 50,821,100  . 

. 24,407,600  . 

. 231,613,800  . 

• 549,74o,7<>3 

“ 18... 

282,972,700  . 

. 23,490,600  . 

55,271,900 

. 24,238,900  . 

. 236,897,500  . 

• 499,067,585 

The  corresponding  figures  of  the  Philadelphia  banks  compare  as  follows : 


1874.  Loans. 

Specie. 

Legal  Tenders. 

Circulation. 

Deposits. 

Nov.  23 . 61,242.764  .... 

274,863 

*4,338,351  • • 

*1,355,763 

48,071,939 

“ 30  61.336,493 

24*,45»  • 

14,626,879  . . . 

11,382,363  .. 

48,666,592 

Dec.  7.  61,214,190  .... 

*43,469  • 

14,299,784  ... 

11,358,858 

47  937,607 

“ *4  61.047,478  ... 

2x7,900 

13,811,813  ... 

n,338,904 

48  343,280 

“ 2*-  60.349,785  .... 

223,362 

14,239,619 

11,349.780 

46,706.352 

“ 28.  59,882,204  

214,546 

14,377,890  • 

11,405,905 

46,070,813 

1875 

Jan.  4.  59.56^,330 

409,244 

15,112,867  . . . 

11,441,025 

47.283,3*5 

“ n 59,628.422  .... 

495,555  - 

i5,M4,954 

11.416,592  . 

47,336,480 

44  18.  60,087,830  ... 

488,346 

16,191,037  . . . 

”,439,576  •• 

51,280,815 

In  Boston  the  bank 

movement  offers  the  same  general  features,  as 

will  be  seen 

from  the  subjoined  report : 


1874. 

Loans. 

Specie. 

Legal  Tenders. 

Circulation. 

Deposits. 

Oct. 

26. 

132,246, 100 

1,642,900 

*•••  7,763.700  .... 

24,885,800 

75,306,100 

Not. 

2. 

152,081,400 

...  1,380,100 

....  8,111.900  . .. 

24,896,600 

76,116,700 

44 

9* 

131,940,600 

. . 1,340  600 

. . . . 8,086,700  ... 

24,915,100 

77,818,300 

“ 

16. 

131,1 693,  OOP 

. 1,402,400 

. . . . 7.831,700  ... 

24,744.300 

• • 77.533,700 

“ 

23 

130.132,800  . 

. . 1,421,100 

....  7,838,100  . ... 

24,747,200 

75,798,ioo 

1* 

3°. 

128,495,100  . 

• • 1,324,700 

. . . . 8,186,900  ... 

24,705,300 

74,140,300 

Dec. 

7- 

128,541,600 

1,341,400 

8,298,800  .... 

24,661,400 

74,434,9oo 

*4- 

128,279,000 

. . . 1,263,600 

....  8,744,800 

24,469,600 

73,918,000 

I* 

21. 

128,637,800  . 

...  1,147,400 

8,835,700  . . . 

24,435.8oo 

73.796,  *00 

28. 

128,718,900  . 

. . . 1,181,500 

....  9,186,000  . . . 

24,302,200 

73.617,500 

1875. 

Jan 

4. 

129,652,000 

. . . 2,084,500 

• • 9,437.700 

24,571,100 

72,602,100 

If 

11. 

*30,731,90°  • 

2,438,300 

....  9,438,100  . . 

24,555,400 

78,790,300 

U 

18. 

131,109,100 

• 2,472,500 

• • 9,350,400  

24,600,500 

78,585,600 

Several  questions  have  been  agitating  the  money  market  during  the  month.  The 
failure  of  the  Cook  County  National  Bank  at  Chicago  has  caused  several  rumors 
of  a sensational  character  to  be  started  here,  and  the  marketing  of  the  Western  hog 
product,  which  requires  a considerable  amount  of  money,  has  been  somewhat 
embarrassed.  But  the  trouble  has  been  much  exaggerated,  and  it  is  now  well 
known  that  the  failure  of  the  bank  in  question  has  long  been  anticipated.  Another 
question  which  has  been  agitated  is  as  to  the  effect  the  new  finance  bill,  and  the 
conflicting  provisions  of  that  measure  are  anxiously  canvassed. 

As  to  the  proposition  for  the  silver  redemption  of  the  fractional  currency,  the  pre- 
vailing belief  is  that  it  will  not  be  practicable  for  Mr.  Bristow  to  carry  out  this  sec- 
tion of  the  law  for  some  time  to  come.  Mr.  E.  B.  Elliott,  of  the  Bureau  of  Statistics, 
has  been  making  some  careful  computations  to  ascertain  the  relative  value  of  United 
States  silver  coin  and  fractional  currency.  His  reasoning  and  its  results  are  as 
follows:  The  United  States  mint  ratio  of  gold  to  silver  is  14  954-1,000  to  1.  The 
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market  ratio  of  gold  to  silver,  as  shown  by  the  latest  quotations  in  London,  is  as 
16  3-10  to  x.  Therefore,  the  market  ratio  of  gold  to  silver  in  London  is  to  the 
United  States  mint  ratio  of  gold  to  silver  as  16  3-10  is  to  14  954-1,000,  or  as  109  to 
100.  In  other  words,  the  silver  price  of  gold  is,  in  the  language  of  the  street,  109. 
But  the  average  currency  price  of  gold  in  the  New  York  market  for  some  time  past 
has  been  about  ixx  1-9.  Dividing  the  latter  by  the  former  gives  194-1,000,  the  cur- 
rency price  of  silver.  In  other  words,  $x  in  silver  is  now  worth  $iox  95-100;  or, 
in  popular  phrase,  silver  is  worth  now  not  quite  two  per  cent,  premium  in  currency. 
These  calculations  are  based  upon  the  market  value  of  silver  in  London,  and  not 
in  New  York.  Mr  Elliott  considers  this  much  preferable  to  computations  based  on 
the  value  of  silver  in  New  York.  If  any  large  movement  of  silver  were  to  take 
place  it  would  be  governed  by  the  London . market. 

Fot  reasons  assigned  above,  as  well  as  for  others  unnecessary  to  mention,  it  is 
doubtful  whether  much  effect  will  result  at  present  from  the  first  section  of  the  bill 
relating  to  subsidiary  silver  coin.  The  public  seem  to  prefer  to  carry  their  fractional 
currency  in  the  form  of  paper,  provided  it  is  clean  and  there  is  a conspicuous  difference 
between,  the  various  denominations  to  prevent  errors  in  paying  it  out.  Some  years 
must  elapse  before  enough  small  silver  is  coined  by  the  mint  to  render  it  “practi- 
cable " to  announce  that  the  fractional  currency  is  to  be  redeemed,  and  then,  unless 
the  silver  change  can  be  sold  at  a premium,  little  will  be  called  for.  It  must  be 
borne  in  mind  that,  under  our  present  law  of  coinage,  two  silver  half-dollars  are 
not  worth  one  single  dollar,  either  in  gold  or  silver,  as  the  subsidiary  coinage  («.  *., 
half-dollars  and  smaller  coins)  is  not  equal  in  standard  to  the  dollar  coin  by  about 
6%  per  cent. ; so  that,  properly  speaking,  our  halves  and  quarters  are  only  tokens 
which  pass  by  usage  and  law  for  fractional  parts  of  a dollar,  but  which,  when 
melted  up,  are  worth  only  about  90  per  cent,  of  what  they  purport  to  be.  At 
the  present  time  this  silver  commands  a premium  of  about  5 per  cent.,  because  of 
the  demand  from  manufacturers  and  shippers,  and  actual  scarcity;  but  if  gold 
dropped  below  10  per  cent.,  and  small  demands  for  silver  were  filled  by  conversion 
of  fractional  currency,  the  public  could  no  longer  sell  their  change  for  any 
premium.  With  regard  to  the  Free  Banking  part  of  the  law,  it  can  scarcely  create 
, any  expansion  at  present  in  the  currency.  No  cautious  banker  is  willing  to  issue 
his  own  bills  when  by  so  doing  he  reduces  the  general  stock  of  material  to 
redeem  with.  Accordingly  some  banks  have  retired  circulation,  instead  of  increas- 
ing it,  on  this  law.  No  doubt  many  other  conservative  banks  will  act  on  the  same 
principle.  The  most  important  features  of  the  bill  are,  first,  the  assurance  that  the 
country  shall  resume  on  January  1st,  1879;  and,  secondly,  the  authority  conferred  on 
the  Secretary  of  the  Treasury  to  " prepare  ” for  resumption.  Under  this  authority  the 
Secretary  has  to  use  any  means  he  chooses  “ to  prepare  and  provide.”  He  can  hoard 
all  his  gold  and  run  the  premium  up,  and  then  suddenly  sell  enough  to  drop  the 
improved  movement  by  a sudden  fall.  As  to  the  United  States  bonds,  likewise,  the 
Secretary  can  “from  time  to  time”  sell  what  amount  he  pleases  down  to  about  a 
per  cent,  below  present  prices.  The  phrase  from  “time  to  time”  means  now,  if  he 
does  it  to  prepare  and  provide  for  future  requirements.  This  provides  the  means  of 
getting  all  the  gold  the  Secretary  may  need.  Without  any  violation  of  the  law  as 
it  stands,  he  could  sell  gold  during  the  present  month  at  112.  He  could,  by  the  sale 
of  bonds,  get  more  gold  and  continue  selling  next  month  at  in#,  reducing  the  rate 
of  premium  a quarter  per  cent  a month  till  January,  1879,  when  it  will  reach  par. 
Such,  at  least,  is  the  interpretation  put  upon  the  bill  in  Wall  street. 

With  regard  to  the  redemption  of  the  National  Bank  notes,  the  machinery  is 
working  with  more  ease,  and  the  results  are  fully  sustaining  the  anticipations  we 
ventured  to  express  some  time  ago.  An  important  misapprehension  on  the  part  of 
the  banks  is  pointed  out  by  Treasurer  Spinner.  In  his  report  he  says  that  some 
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bank  officers  do  not  remit  for  redemption  until  they  receive  new  notes  in  exchange 
for  those  redeemed,  but  this  is  not  in  accordance  with  the  law,  and  if  it  was,  the 
redemptions  could  not  possibly  be  made  on  a 5 per  centum  deposit ; and,  besides, 
if  allowed,  there  would  be  a double  issue  of  notes  for  the  amount  beyond  the 
securities  deposited.  In  fact,  it  would  be  a credit  of  the  amount  from  the  Govern- 
ment to  the  banks,  On  inspection  of  the  law,  as  hereinbefore  quoted,  it  will  be 
found  to  direct  that  '‘such  associations  shall  forthwith  deposit;"  and  afterward, 
14  when  suck  redemptions  shall  have  been  so  re-imbursed,"  the  notes  unfit  for  use  shall 
be  forwarded  to  the  Comptroller  of  the  Currency,  and  destroyed  and  replaced.  It 
will  be  seen  that  the  law  requires  the  re-imbursement  preliminary  to  the  delivery  of 
the  old  notes  to  the  Comptroller.  But  on  account  of  the  clamor  on  the  part  of 
some  of  the  banks,  and  to  facilitate  speedy  return  of  new  for  old  currency  redeemed 
to  the  banks,  the  Treasury  has  strained  a point,  by  sending  the  old  notes  to  the 
Comptroller,  so  that  they  may  be  at  once  counted  and  verified,  preparatory  to  their 
destruction,  "ona  pledge  from  that  officer  that  he  would  hold  the  notes  until  notified 
by  this  office  that  the  Treasury  had  been  re-imbursed  therefor,  as  by  law  required." 
This  is  all  that  can,  and  is  perhaps  more  than  ought  to,  be  done  under  the  law  as 
it  stands,  and  with  this  course  such  banks  as  find  fault  that  their  receipts  of  new 
notes  are  not  more  quickly  made  will  have  to  be  satisfied.  Even  with  banks  that 
are  very  prompt  in  their  observance  of  the  law  in  this  regard — and  it  is  a pleasure 
to  say  that  a large  majority  are  so— it  averages  some  eight  days  before  money  can 
be  realized  on  a call  for  re-imbursement,  The  banks  that  were  captious  and  dila- 
tory have  enhanced  the  great  causes  of  embarrassment  to  which  the  redemption 
agency  has  been  subjected.  To  prevent  trouble  from  this  source  in  the  future,  it  is 
recommended  that  the  law  be  further  amended  so  as  to  direct  the  Comptroller  of 
the  Currency,  with  the  concurrence  of  the  Secretary  of  the  Treasury,  on  complaint 
of  the  Treasurer  of  the  United  States  that  a bank  has  failed  to  keep  its  5 per  cen- 
tum redemption  fund  good  after  being  notified  to  do  so,  to  appoint  a special  agent 
to  examine  into  the  affairs  of  such  defaulting  bank,  and  on  the  report  of  said 
agent,  if  the  circumstances  warrant  it,  appoint  a Receiver  in  the  same  manner  as  is 
now  provided  in  case  of  a National  Bank  refusing  on  demand  to  redeem  its  circu- 
lating notes. 

The  price  of  gold  this  month  has  shown  a decided  firmness,  which  is  ascribed  to 
several  causes.  One  of  these  is  the  adverse  balance  of  trade,  and  another,  the 
scarcity  of  gold.  The  export  of  specie,  since  the  drain  began,  to  Europe  has  been 
about  30  millions  of  dollars. 

By  the  Bank  tables  above  given  it  will  be  seen  that  there  has  been  a great  re- 
duction in  the  specie  reserves  of  the  banks.  In  New  York  our  banks  hold  but  ai 
millions  against  35  millions  a year  ago.  The  causes  of  this  drain  we  referred  to 
last  month.  Our  exportation  of  gold  during  the  last  three  months  nearly  reaches 
ao  millions,  or  one-third  of  our  annual  production  of  the  precious  metals.  Some 
needless  anxiety  has  arisen  as  to  th£  consequences  to  be  apprehended  if  the  drain 
of  the  precious  metals  to  Europe  should  be  kept  up.  Not  only  is  the  subject  dis- 
cussed in  financial  and  commercial  circles,  but  it  has  also  attracted  the  attention  of 
Congress. 

On  another  page  will  be  found  an  interesting  article  on  the  resolution  submitted 
by  Mr.  Cox  to  the  House  of  Representatives,  23d  December,  and  referred  to  the 
Committee  on  Banking  and  Currency.  We  have  obtained  an  official  copy  of  the 
resolution,  as  follows : 

Resolved,  That  the  Secretary  of  the  Treasury  be  requested  to  require  each  of  the 
Presidents  and  Cashiers  of  tne  different  banks  doing  business  under  the  banking 
laws  of  the  United  States  in  the  city  of  New  York,  under  oath,  to  report  to  him, 
within  ten  days  of  the  passage  of  this  resolution,  the  exact  amount  of  gold  coin, 

£>ld  certificates  and  checks  or  memorandums  of  individuals,  held  by  said  Danks,  at 
e close  of  business  on  the  19th  of  December,  1874 ; and  that  said  Secretary  transmit 
to  this  House  the  results  of  said  reports  : 
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In  connection  with  the  supply  of  the  precious  metals  we  give  the  subjoined  table 
from  the  San  Francisco  Commercial  Herald: 


California 

1872. 

$ 19,049,098 

25,548,811 

1873- 

$ 18,025  722 

1874. 

$ 20,300,531 

Nevada 

35.254.507 

35,452,233 

Oregon  

Washington 

1,095,035 

226,051 

1,376389 

609,070 

209,395 

155  535 

Idaho  

2,514,090 

2,343.654 

1,880004 

Montana. 

4.442,135 

3.892.810 

3,439^98 

Utah 

3,521,020 

4.906.337 

5,911,278 

Arizona 

M3,777 

47.778 

76,066 

Colorado 

3,001,751 

4,083,268 

4,191405 

Mexico 

535,072 

868.798 

798,878 

British  Columbia 

1,350,074 

1,250.035 

1,636,557 

Total 

$72,258,693 

$ 74,401,055 

As  the  subject  of  taxation  is  undergoing  revision,  a strong  agitation  has  been 
awakened  against  the  use  of  check  stamps,  which  are  loudly  complained  of  as  im- 
posing a heavy  burden  upon  banking  transactions.  We  have  received  numerous 
applications  from  all  parts  of  the  country  denouncing  the  check  tax,  and  urging  its 
repeal.  The  difficulty  is  that  it  produces  a steady,  reliable  amount  of  revenue  which 
cannot  in  the  present  condition  of  the  Treasury  be  dispensed  with.  But,  on  the 
other  hand,  the  interests  of  the  country,  its  financial  growth  and  industrial  progress, 
demand  that  deposit  banking  should  be  liberated  from  fiscal  burdens,  and  the 
check  tax  is  therefore  condemned  by  economic  principle  as  well  as  by  motives  of 
expediency.  As  it  inflicts  a much  heavier  burden  upon  the  Treasury  than  is  com- 
pensated by  its  productiveness  of  revenue  to  the  country,  Congress  it  is  hoped  will 
be-  able  next  session,  if  not  now,  to  favor  the  repeal  of  the  check  tax.  This  will  be 
the  more  practicable  if  the  tea  and  coffee  tax  should  be  reimposed. 


The  Foreign  Imports  at  New  York  compare  as  follows  from  1851  to  1874: 


Year. 

Dutiable. 

1851 

$119,592,264 

1852 

115,336,052 

1853 

179,512,182 

1854 

163  494.984 

1855  

1856  

142,900,661 

193,839,646 

18 57 

196,279,362 

1858 

128.578,256 

1859 

213,640,353 

1860 

....  201,401,683 

95,326,459 

1861 

1862 

149,970,415 

1863 

174,521,766 

1864 

304,128,236 

1865 

....  212,208,301 

1866 

284,033,567 

1867 

....  238,297,955 

,868 

a > ynyj? 

....  232,344,418 

275.779,976 

1869 

1870 

...  289,618,878 

1871  

1872  

349,635,398 
369,083458 

1873 

293.035,348 

1874 

278,677,532 

Free  Goods. 

$9  7*9.774 
12,105  342 
12,156.387 
15,768,916 
I4.i°3  946 
17.902.578 
21.440,734 
22,024,791 
28,708,732 
28,006,447 

30.353.918 

23,291,625 

11,567,000 

11.731,902 
10,410,837 
13,001,588 
11,044,181 
11,764,027  m 
14.789,535 
13.716,500 
28,878,294 
57,429,020 
86,924,877 
108,598,631 


The  classification  of  Imports  at  New  York  shows 


1872. 

Dry  Goods $ 136,831,612 

General  Merchandise 289,680,866 

Specie 5,594,208 

Total  importations  . . . $ 432,106,686 


Specie. 

Total 

$2,049,543 

$131,361,578 

2,408,225 

129,849.619 

2,429,083 

194,097.652 

2,107,572 

i8i,37i,47» 

855,631 

157,860.238 

1,811,425 

213,556,649 

12,898,033 

230,618.139 

2,264,120 

152,867,067 

2,816  421 

245,165,516 

8,852,330 

238,260,460 

37,088,413 

162,768,790 

1,390,277 

174,652,317 

1,525.811 

187,614,577 

2,265,622 

218,125,760 

7,123,281 

224,742,419 

9,578,029 
3-  306, 339- 

306,612,184 

252,648.475 

7.085,389 

. 251,193,834 

15,788,462 

306,357,673 

11,864,644 

315,200.022 

6,348,608 

384,862,300 

5,594,208 

432,106,686 

18,605,611 

398,565,836 

6,407,571 

393,683,734 

the  following  results  : 

1873- 

1874 

$114,160,465 

$ 106.520,453 

265,799,760 

280,755,710 

18,605.611 

6,407.571 

$ 398.565,836 

$393,6S?.734 
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THE  ADVANCE  IN  THE  GOLD  PREMIUM. 

% 

The  rise  in  gold  seems  to  have  taken  the  financial  community 
by  surprise.  Since  the  Jay  Cooke  panic,  the  premium  has  never 
been  as  high  as  115,  except  on  the  27th  September,  1873,  when 
it  ranged  from  113^  to  115^.  Immediately  afterwards  gold 
began  to  fall,  and  reached  io6j4,  its  lowest  point,  on  the  6th 
November  of  that  year;  since  which  time  the  price  has  been 
steady  at  no  to  112.  During  the  past  month  a higher  level 
seems  to  have  established  itself,  and  the  question  is,  whether  the 
tide  will  rise  still  higher,  or  will  retreat  to  its  former  limits.  The 
surprise  at  this  upward  tendency  of  gold  is  the  more  general  be- 
cause of  its  following  so  close  upon  the  recent  finance  bill.  That 
law  fixes  a day  for  the  resumption  of  specie  payments.  It  de- 
clares that  on  the  1st  January,  1879,  the  United  States  Treasury 
will  be  prepared  to  sell  gold  at  par.  Such  a promise  as  this, 
backed  by  the  vast  resources  of  the  Government,  would  give,  it 
was  supposed,  a new  bond  of  strength  to  the  paper  currency,  and 
would  add  to  the  credit  of  the  greenbacks.  The  argument  has 
been  repeated,  over  and  over  again,  during  the  last  ten  y£ars,  that 
if  the  Treasury  would  only  fix  a day  for  paying  its  greenbacks  at 
par,  their  depreciation  would  immediately  begin  to  disappear. 
It  is  argued,  and  with  great  plausibility,  that  at  present  the  green- 
back is  a dishonored  note,  a promise  to  pay  for  which  no  provi- 
sion is  made.  Once  fix  a day  when  the  greenbacks  shall  be  paid 
on  demand,  and  they  will  soon  pass  current  at  par  with  gold.  It 
made  no  difference,  so  these  currency  reformers  thought,  whether 
the  day  of  resumption  was  fixed  at  an  earlier  date  or  four  or  five 
years  hence.  The  premium  in  either  case  would  rapidly  disap- 
pear, so  that,  if  the  present  rate  were  14  per  cent.,  it  would 
shortly  fall  to  6 or  7 per  cent.,  and,  in  a year  or  two,  it  would 
gradually  sink  lower  and  lower,  until,  long  before  the  period  fixed 
43 
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for  resumption,  specie  payments  would  be  easily,  and  without 
effort,  restored.  This  was  substantially  the  opinion  of  Mr.  Chase, 
who  was  a profound  believer  in  the  power  of  the  Government  to 
diminish  or  annihilate  the  gold  premium  at  pleasure.  A remark- 
able illustration  of  the  devout  faith  with  which  he  held  this 
opinion,  will  be  found  in  a letter,  from  which  we  give  an  extract 
on  another  page. 

As  to  the  causes  of  the  recent  advance  there  is  much  diversity 
of  opinion.  Most  of  our  merchants  ascribe  it  to  the  scarcity  of 
coin.  Mr.  Bristow  has  stopped  his  weekly  sales  of  gold,  the  cus- 
toms dutjes  have  depleted  the  market,  and  the  coin  paid  into  the 
Treasury  has  been  locked  up  and  hoarded  instead  of  being  restored 
to  the  open  market,  by  weekly  sales,  as  heretofore. 

Besides  this  cause  of  scarcity  in  cash  gold,  there  has  been  a 
heavy  export  movement  of  specie  to  Europe.  Since  last  fall  30 
millions  of  gold  have  been  sent  abroad  in  exchange  for  30  mill- 
ions of  our  bonds.  By  some  persons  it  is  supposed  that  the  Ger- 
man Government  has  been  investing  part  of  its  funds  in  Five- 
twenties,  with  a view  to  ship  the  bonds  hither  in  exchange  for 
gold.  The  only  confirmation  we  hear  for  this  story  arises  out  of 
the  fact  that  some  time  ago  the  German  Government  bought  15 
millions  of  United  States  bonds,  which  it  recently  sold  in  the 
expectation  of  getting  gold  in  exchange.  Whether  these  15  mill- 
ions were  shipped  to  the  United  States  is  not  known.  What  is 
said  is,  that  the  agents  of  the  German  Government  are  buying 
their  bonds  back  again,  and  the  need  of  the  German  Mint  for 
coining  purposes  is  well  known.  Hence,  the  theory  is  started  that 
the  alleged  maneuver  is  to  be  repeated,  and  that  10  or  15  mill- 
ions of  our  Government  bonds  will  at  some  early  day  be  sent 
back  in  exchange  for  gold. 

Many  other  rumors  are  current  in  Wall  street,  and  the  foreign 
exchange  market  has  suffered  much  disturbance.  Considerable 
force  is  imputed  to  the  inflation  of  the  currency  which  is  expected 
to  result  from  the  new  finance  bill.  The  enlargement  of  the  legal- 
tender  currency  was  supposed  to  have  been  entirely  stopped  by  the 
legislation  of  last  summer.  Now  that  this  delicate  question  has 
been  reopened,  one-fifth  of  all  the  new  issues  of  National  Bank 
notes  will  be  a direct  addition  to  the  present  volume  of  the  paper 
circulation.  Finally,  it  is  argued  that  the  low  price  of  gold  since 
the  panic  has  been  the  result  of  artificial  depression,  and  has 
resulted  partly  from  the  favorable  balance  of  trade,  partly  from 
the  inertness  of  general  business,  but  chiefly  from  the  policy  for 
putting  down  gold  adopted  by  Mr.  Boutwell,  and  kept  up  by  his 
successors  in  the  Treasury.  In  presence  of  these  conflicting  forces, 
the  movements  of  the  gold  premium  are  watched  with  great  anx- 
iety, and  it  is  difficult  for  our  merchants  and  financial  men  to 
forecast  the  future  so  as  to  make  their  usual  engagements. 
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DEFALCATIONS  AND  FIDELITY  COMPANIES. 

It  is  related  of  Alfred  the  Great  that  he  exterminated  the  bands 
of  freebooters  who  infested  his  dominions,  and  that  he  made  Eng- 
land so  safe  that  a child  might  carry  a bag  of  gold  from  one  end 
of  the  kingdom  to  the  other,  without  danger  of  molestation.  The 
means  adopted  were  very  simple.  Alfred  divided  the  whole 
country  into  districts.  When  a robbery  took  place  in  any  one  of 
these  districts  every  householder  within  its  limits  was  assessed  to 
pay  his  share  of  the  property  stolen.  Thus  the  loser  was  indemni- 
fied and  every  man  in  England  became  a detective  officer,  to 
watch  against  highway  robbers  and  bring  their  career  to  a swift 
end.  The  jurisprudence  of  England  still  retains  traces  of  the  police 
districts  established  by  this  wisest  of  Saxon  monarchs  ten  centuries 
ago. 

It  has  occurred  to’  some  shrewd  bankers  and  business  men  that 
a somewhat  similar  principle  to  that  which  King  Alfred  found  so 
useful  to  check  depredations  in  his  time  might  be  used  to  prevent 
defalcations  in  our  day.  Several  expedients  have  been  devised  for 
the  purpose.  Among  them  are  the  fidelity  societies,  whose  busi- 
ness it  is  to  make  good  to  the  employer  any  loss  by  the  fraud  or 
dishonesty  of  his  clerks.  Sevefal  societies  for  this  purpose  have 
been  set  up  in  England.  One  of  them,  known  as  the  Guarantee 
Society,  was  established  as  long  ago  as  1840,  and  was  chartered 
in  1842  by  a special  act  of  Parliament.  Its  security  has  long  been 
accepted  by  the  Bank  of  England,  by  the  Corporation  of  the  city 
of  London,  and  by  many  of  the  principal  bankers,  railway  com- 
panies, public  corporations,  and  commercial  firms  in  Great  Britain. 
In  Canada,  several  similar  associations  exist.  The  Canada  Guar- 
antee Company  claims  to  be  the  only  one  of  these  associations 
licensed  by  the  Government.  Its  capital  is  nominally  $ 1 00,000, 
and,  the  liability  of  the  shareholders  being  double,  its  assets  are 
virtually  $ 200,000.  Its  bonds  are  accepted  by  the  Government, 
and  by  the  chief  banks,  railways,  and  merchants  of  Canada. 
It  is  intended  to  obviate  the  necessity  of  private  suretyships  on 
behalf  of  men  accepting  positions  of  trust.  The  persons  in  whose 
behalf  the  society  gives  its  guarantee  pay  a fixed  percentage  on 
the  amount  of  the  bond  they  require,  and  the  preliminary  inquiries 
made  by  the  society  in  respect  to  applicants  somewhat  resemble, 
mutatis  mutandis,  the  precautions  adopted  by  the  best  life  insurance 
companies  prior  to  accepting  any  life  or  issuing  a policy  upon  it. 
It  is  a matter  of  surprise  that  we  have  not,  in  this  country,  some 
society  like  those  described  above.  Defalcations  have  become  so 
numerous  as  to  make  such  a society  extremely  desirable.  Indeed, 
we  believe  more  than  one  effort  has  been  made  to  meet  the  want. 
For  what  reason  these  attempts  were  abandoned  we  do  not  know. 


Digitized  by  CjOOQle 


66o 


banker’s  magazine. 


[March, 


Men  who  hold  places  of  trust  can,  by  means  of  such  a society  as 
this,  release  their  existing  private  sureties  from  all  future  responsi- 
bility ; and  employers  who  require  their  clerks  to  give  security  will 
be  relieved  from  anxiety  as  to  the  solvency  of  their  bondsmen. 
The  history  of  defalcations  shows  that  in  the  majority  of  cases  the 
descent  into  the  gulf  of  infamy  was  made  by  slow  and  timid  steps. 
It  is  one  of  the  numerous  moral  benefits  of  guarantee  societies 
that  they  set  a kind  of  barrier  around  their  constituents,  and  make 
a large  body  of  business  men  guardians,  as  it  were,  of  each  other’s 
integrity.  It  is  a principle  of  human  nature  that  temptation  loses 
much  of  its  power  when  an  esprit  de  corps  can  be  set  up  to 
antagonize  and  repel  it.  The  prosperity  of  the  best  guarantee 
companies  suggests  evidence  for  the  belief  that  they  may,  both  in 
the  methods  pointed  out  and  in  many  other  ways  which  we  need 
not  mention,  assist  the  good  work  of  strengthening  and  buttressing 
the  citadel  of  commercial  morality.  Of  course  the  safeguards  in- 
dicated offer  only  a subordinate  means  of  keeping  men  honest. 
To  cultivate  true,  .conscientious  integrity  in  the  individual  is  to 
lay  the  only  solid  foundation  for  the  establishment  of  mercantile 
honor  in  the  community.  While  men  are  constituted  as  they  are, 
a large  amount  of  moral  obliquity,  if  not  of  actual  defalcation, 
may  be  averted  by  the  use  of  safeguards  and  preventives  ot 
proper  kinds.  If  it  should  be  denied,  as  by  some  persons  it  may 
be,  that  the  fidelity  companies  of  which  we  have  spoken  can  be 
admitted  into  the  class  of  preventive  institutions,  it  is  certain  that 
they  are  efficient  in  obviating  many  inconveniences  which  the  fear 
of  fraud  or  defalcation  causes  both  to  the  employer  and  the  em- 
ployed. 

Besides  employers  there  are  two  classes  of  persons  to  whom  the 
Fidelity  Companies  will  be  of  great  service.  First,  to  officials  who, 
by  law  or  custom,  have  to  provide  sureties  as  a condition  of  their 
accepting  positions  of  trust.  Secondly,  to  persons  who4  because 
they  do  not  enjoy  any  such  protection,  are  either  debarred  from 
employments  suited  to  their  capacity,  or  gain  them  with  difficulty, 
and  hold  them  by  a precarious  tenure.  Such  are  clerks  in  banks, 
stores,  and  manufactories;  mercantile  travelers,  brokers,  business 
agents,  and  many  others.  Of  the  value  of  fidelity  insurance  in  this 
point  of  view,  a recent  writer  has  remarked:  “The  employer 

would  be  able  to  select  his  servants  from  the  best  of  those  seeking 
employment,  and  he  would  be  able  to  place  all  the  more  confi- 
dence in  the  person  guaranteed,  knowing  the  deep  interest  which 
the  company  has  in  his  conduct,  and  the  constant  supervision  kept 
over  his  actions.”  To  this  we  may  add  that,  as  the  business  of 
the  company  would  always  be  open  to  inspection  under  proper 
conditions,  the  safeguard  of  publicity  would  enhance  the  value  of 
the  guarantee  beyond  that  of  any  ordinary  private  bondsmen. 
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LAST  YEAR’S  FAILURES. 

If  commercial  failures  are  not  more  frequent  here  than  elsewhere,  cer- 
tainly our  statistics  on*  the  subject  are  more  elaborate  and  com- 
plete than  those  of  any  European  country.  For  this  minute  and 
painstaking  accuracy  in  the  reports  of  commercial  failures,  we  are 
indebted  to  private  enterprise,  as  the  Government  reports  on  the 
subject,  are  even  less  complete  here  than  abroad.  We  give  below 
the  annual  report  just  published  by  Messrs.  Dun,  Barlow  & Co. : 


/ 1874 — m%. 

1 

873 V 

/— 

187a \ 

Number 

Amount 

Number 

Amount 

Number 

A mount 

Slates. 

0/ 

Failures . 

Liabilities. 

ft/ 

Failures. 

0/ 

Liabilities. 

ft/ 

Failures. 

Liabilities. 

Alabama 

48 

$961,000 

400,000 

. 

52 

$ *,337,ooo 

75 

$1,501,000 

Arkansas  

22 

*7 

307,000 

20 

217,000 

California 

68 

2,571,000 

70 

1,500,000 

80 

2,434,000 

Connecticut  

*5* 

27 

2,286,000 

104 

1,452,000 

70 

2,370,000 

Delaware  

578,000 

3* 

663,000 

20 

189,000 

District  of  Columbia. 

18 

20,000 

*3 

240,000 

8 

S9,ooo 

Florida 

*4 

293,000 

10 

258,000 

*5 

179,000 

Georgia 

1 18 

1,845,000 

67 

2,113,000 

73 

1,293,000 

Illinois 

332 

7,510,000 

329 

7,109,000 

185 

11,470,000 

Indiana 

167 

2,397,000 

*34 

2,260,000 

80 

-991,000 

876,000 

860,000 

Iowa  

Kansas 

144 

94 

2,034,000 

988,000 

141 

94 

1,017,000 

521,000 

2,287,000 

9* 

90 

Kentucky 

167 

1,579,000 

125 

99 

2,059,000 

Louisiana 

99 

4,429,000 

e 

2,831,000 

»S 

3,100,000 

Maine 

84 

1,063,000 

752,000 

90 

1,072,000 

Maryland 

no 

1,691,000 

63 

1,229,000 

75 

5,045,000 

■ Massachusetts 

416 

10,600,000 

3°9 

11,224,000 

353 

25,374,000 

Michigan  

286 

4,477,000 

248 

3,917,000 

*75 

2,720,000 

Minnesota  

60 

1,029,000 

61 

944,000 

43 

407,000 

Mississippi 

66 

i,555*ooo 

3,061,000 

79 

909,000 

53 

591,000 

Missouri 

*75 

188 

5,867,000 

*75 

2,670,000 

Nebraska.'. 

42 

521,000 

22 

311,000 

*7 

201,000 

New  Hampshire 

New  Jersey 

32 

146 

266,000 

3,854,000 

27 

119 

513,000 

2,482,000 

Al 

447,ooo 

2,036,000 

New  Y ork 

573 

10,295,000 

544 

644 

13,721,000 

423 

8417,000 

New  York  City * 

32,580,000 

92,635,000 

385 

20,684,000 

North  Carolina 

542,ooo 

63 

672,000 

30 

282,000 

Ohio 

343 

8,481,000 

32* 

11,320,000 

226 

6,569,000 

Pennsylvania 

644 

34,774,000 

576 

31,445,000 

445 

9,422,000 

Rhode  Island 

7* 

1,250,000 

58 

15, 259, 000 

40 

1,179,000 

South  Carolina 

61 

1.551.000 

1.585.000 

36 

1,927,000 

40 

801,000 

Tennessee 

94 

77 

1,636,000 

808,000 

56 

1438,000 

Territories* 

67 

969,000 

44 

*5 

252.000 

860.000 

Texas 

142 

2,201,000 

380,000 

1 16 

1,751,000 

75 

Vermont 

36 

21 

350,000 

2,188,000 

30 

229,000 

Virginia  and  W.  Va. . 

in 

1,514,000 

*25 

x3 

1,635,000 

Wisconsin 

101 

2,575,000 

- 

81 

1,574,000 

1,127,000 

Total 5,830$  155,239,000  5, 1 83  $228,499,000  4,069$  121,056,000 

A comparison  of  the  statistics  for  1874  shows  that  the  num- 
ber of  failures  exceeds  that  of  1873,  with  a diminution  in  the 
amount  of  liabilities . Several  causes  are  assignable  for  this. 
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First,  the  panic  of  1873  caused  the  failure  of  an  unusual  number 
of  large  houses,  thus  raising  very  much  the  average  amount  of 
liabilities  over  all  previous  years.  Secondly,  the  volume  of  busi- 
ness had  been  greatly  diminished  during  1874,  so  that,  when 
failures  did  occur,  the  liabilities  were  comparatively  light.  Thirdly, 
the  houses  which  succumbed  during  the  year  were  in  a great  de- 
gree a smaller  class  of  traders  than  those  of  1873,  and,  indeed, 
we  may  add,  than  the  average  of  several  preceding  years.  The 
failures  reported  above  compare  as  follows  with  the  returns  of 
previous  years. 


Number 

-I87I V 

Amount 

Number 

■1870 % 

Amount 

, 1869 V 

Number  A mount 

States. 

of 

Failures. 

0/ 

Liabilities. 

0/ 

Failures. 

0/ 

Liabilities. 

of 

Failures. 

Liabilities. 

Alabama 

26 

$ 525,000 

• 31 

$ 788,000 

l6 

$ 101,000 

Arkansas  

15 

95,000 

4 

22,000 

7 

53,ooo 

California 

89 

4,279,000 

. 60 

2,423,000 

4 

593.°C0’ 

Connecticut  

77 

3,915,000 

. 68 

1,820,000 

61 

1,048,000 

Delaware  

11 

208,000 

- 14 

197,000 

!3 

251,000 

District  of  Columbia. 

9 

158,000 

- 5 
7 

28,000 

4 

106,000 

Florida 

2 

11,000 

91,000 



Georgia 

42 

964,000 

- 9» 

1403, CXX) 

30 

S77.o«> 

Illinois 

172 

5,820,000 

860,000 

. 214 

5,919,000 

'U 

4,276,000 

Indiana 

60 

. 86 

960,000 

1,017,000 

Iowa  

69 

797,000 

- 67 

732,000 

62 

694,000 

Kansas 

58 

790,000 

- 45 

504,000 

16 

177,000 

Kentucky 

80 

1,163,000 

• 75 

1,194,000 

53 

1402,000 

Louisiana 

45 

2,437,000 

- 3° 

1,886,000 

17 

601,000 

842,000 

Maine 

81 

1,420,000 

. 105 

1,374,000 

83 

Maryland 

61 

1.194.000 

8.241.000 

- 58 

.1,382,000 

37 

1,285,000 

Massachusetts 

210 

. 267 

7,598,000 

2S8 

8,134.°°° 

Michigan 

125 

1,521,000 

. 168 

3,227,000 

148 

2,204,000 

Minnesota 

37 

471,000 

- 43 

568,000 

35 

567,000 

Mississippi 

30 

355, ooo 

- 24 

296,000 

11 

383,000 

Missouri 

•99 

1, 995, ooo 

. 115 

2,281,000 

65 

1,968,000 

Nebraska 

11 

251,000 

. 8 

152,000 

15 

199,000 

New  Hampshire 

21 

129,000 

. 40 

261,000 

39 

717,000 

New  Jersey 

72 

597,000 

- 93 

1,121,000 

65 

1,038,000 

New  York 

321 

9,051,000 

- 388 

5,692,000 

3°9 

418 

7»I35’°°9 

New  York  City 

324 

20,740,000 

• 430 

* 31 

20,573,000 

21,370,000 

North  Carolina 

35 

390,000 

738,000 

7,956,000 

23 

368,000 

Ohio 1 

189 

4,077,000 

. 206 

221 

4,663,000 

Pennsylvania 

357 

7,110,000 

. 418 

10,982,000 

958,000 

306 

7,844,000 

Rhode  Island 

21 

303,000 

• 23 

18 

849,000 

South  Carolina 

30 

8oi;ooo 

369,000* 

21 

215,000 

19 

209,600 

Tennessee 

42 

* 31 

821,000 

15 

378,000 

Territories  

.... 

.... 

12 

519,000 

Texas  

38 

673,000 

’ 28 

1,007,000 

19 

720,000 

Vermont 

25 

282,000 

- 35 

537>oo° 

37 

3*3»°°° 

Virginia  and  W.  Va. . 

76 

1,722,000 

- 76 

1,178,000 

54  • 

1,406,000 

Wisconsin 

61 

386,000 

- 74 

1,107,000 

61 

1,047,000 

Total 2,915  $85,252,000  3,551  $88,242,000  2,799*  $ 75,054,000 


From  the  past  and  its  disasters  we  naturally  turn  to  the 
future  with  its  hopes.  Chief  among  the  favorable  signs  of  the 
times  is  the  general  tendency  toward  economy.  Extravagant 
expenditure,  up  to  the  end  of  1873,  was  one  of  the  most  alarm- 
ing symptoms  noticeable  in  the  community,  and  even  had  the  pro- 
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cess  of  reversing  that  tendency  been  more  rude  and  disastrous, 
the  panic  and  its  succeeding  months  of  depression  will  not  h$ve 
been  in  vain  if  the  necessity  for  retrenchment  has  been  made 
apparent.  That  this  reduction  in  expenditure  has  been  almost 
universal  is  evidenced  by  the  restriction  of  trade  during  the 
year  of  which  so  many  complain.  Otherwise  it  is  difficult  to  account 
for  the  dull  times  in  a country  so  abundantly  supplied  with  every 
essential  of  prosperity — with  crops  unsurpassed,  and  an  area 
under  cultivation  never  equaled;  with  a productive  power  in  its 
manifold  industries  beyond  belief  twenty  years  ago,  and  a marked 
progress  in  all  material  elements.  Had  there  been  any  wide- 
spread distress,  any  failure  of  production,  scarcity  of  labor,  or 
continued  disturbance  of  the  monetary  system  of  the  country,  the 
depression  of  the  past  year  might  be  attributed  to  other  causes 
than  now  appear.  What  is  the  legitimate  trade  of  the  country 
founded  on  but  the  actual  demand  of  the  community  ? If 
these  wants  are  less  in  extent  in  one  year,  or  a series  of  years, 
than  in  another,  the  legitimate  trade  Is  just  so  much  influenced.  It 
is  obvious,  therefore,  if  the  depression  of  the  year  can  be  attributed 
to  no  worse  cause  than  a judicious  economy,  there  is  no  great 
ground  for  apprehension.  On  the  contrary,  the  only  true  path 
back  to  renewed  activity  and  a safe  prosperity  is  in  this  direction. 
It  is  true  that  the  purchasing  power  of  the  people  in  many  locali- 
ties is  impaired  by  the  condition  of  numerous  industries  now 
paralyzed  from  previous  over-production.  Time  is  needed  to 
restore  these  interests  to  their  normal  condition,  and  we  must 
wait  patiently  until  the  equilibrium  between  supply  and  demand 
for  these  products  adjusts  itself.  If,  in  the  delay,  no  greater 
calamities  occur  than  have  been  apparent  in  the  past  year,  there 
will  be  cause  for  congratulation. 

Still  another  hopeful  sign  is  the  determined  steady  effort  to 
reduce  indebtedness,  if  not  entirely  to  liquidate  it.  While  among 
railroads  and  largely  expanded  corporations  this  policy  has  been 
found  impossible,  we  are  informed  that,  among  merchants  and 
traders,  the  amount  of  current  indebtedness,  as  compared  with 
this  time  last  year,  is  much  decreased.  We  have  taken  some 
pains  to  investigate  this  process  of  liquidation,  and  though  it  had 
very  nearly  reached  its  minimum  prior  to  the  purchases  for  the 
Spring  trade,  the  opinion  is  held  that  in  many  a prosperous  time 
in  the  history  of  the  country  the  realizable  assets  of  the  mercantile 
community  were  far  less  in  proportion  to  the  liabilities  than  now. 

A close  conservatism  in  the  granting  of  credits  is  another 
prominent  feature  of  encouragement,  and  this  caution  is  likely 
to  last  for  some  time  to  come.  Throughout  the  country  credit  is 
given  with  discrimination,  and  if-  business  is  thus  restricted  in  vol- 
ume, its  safety  and  its  profits  are  likely  to  be  more  satisfactory. 

It  is  well  known  that  there  is  much  in  the  past  year  to  dis- 
courage, and,  seemingly,  to  delay  a return  to  a healthy  condition 
of  trade.  Prices  for  many  products  have  materially  declined,  heavy 
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losses  have  been  submitted  to,  and  sales  have  been  largely  re- 
stricted. Those  firms  are  fortunate  whose  surplus  in  business  has 
been  much  increased  as  the  result  of  the  year,  while  the  cases  are 
numerous  where  parties  have  barely  held  their  own ; and  too  many, 
if  they  honesdy  look  their  affairs  in  the  face,  must  admit  a loss. 

Yet,  if  the  cause  for  the  depression  of  the  trade  of  the  country 
is  to  be  found  in  the  enforcement  of  economy  and  the  reduction 
of  indebtedness,  more  than  in  disaster  or  loss  of  wealth-pro- 
ducing power,  and  if  that  depression,  liquidation,  and  restriction  of 
business  has  been  submitted  to  without  serious  disaster,  surely 
we  have  ground  for  hope  that  in  the  near  future  there  is  not  only 
safety,  but  a gradual  and  sure  improvement  in  the  character, 
extent  and  profitableness  of  legitimate  trade.  There  may  be  causes 
at.  work  to  check  and  indefinitely  postpone  this  improvement. 
Unwise  reforms  may  retard  it,  Congressional  legislation  on  the 
currency  may  interfere  with  it ; but  behind  all  these,  and  other 
perplexing  apprehensions,  there  is  satisfaction  in  realizing  that 
we  have  passed  through  a trying  period  with  so  few  serious  ca- 
lamities; that  the  year  Jias  been  one  of  great  abundance  in  much 
that  stimulates  and  contributes  to  a nation’s  wealth,  and  that  the 
prospect  for  trade  reveals  many  more  encouraging  than  disturb- 
ing elements  in  the  immediate  future. 


THE  BANKS  OF  CANADA. 


The  official  reports  of  the  banks  of  Ontario  and  Quebec  have 
just  been  published  for  the  year  1874.  The  business  of  the  year 
seems  to  have  been  very  satisfactory,  the  aggregate  deposits  hav- 
ing risen  to  $79,190,000,  against  $61,800,000  last  year,  and 


last  ten 

years  may  be  seen 

' Discjnnts 

from  the  following  table : 

Paid  up 
Capital 

and  Loans. 

Deposits. 

1865  — 

$ 29,800,000  

$ 30,700,000 

1866.... 

26,700,000  

28,400,000 

1867 

1868.... 

29,500,000  

30,400,000 

37,400,000  .... 

29,300,000 

1869  — 

57,300,000 

43,000,000  

30,700,000 

1870 

50,200,000  

32,400,000 

1871  — 

....  5^,000,000  

38,500,000 

1872 

56,800,000  

47,282,759 

1873..-. 

118,362,000 

....'  61,800,000  .... 

53>*9M94 

58458,622 

1874.... 

79,190,000  

Inc’se  in 

10  yrs. . $ 102,027,000 

$49,390,000  .... 

$ 27.758.622 

Percentage  of  inc’se,  143  p.  c. 

60  p.  c.  

90  p.  c. 

In  discussing  these  statistics,  the  Toronto  Liberal  points  out  the 
fact  that  the  bank  deposits  of  Canada  increased  from  $2,600,000 
in  1842  to  $9,660,000  in  1856,  and  to  $79,190,000  in  1874. 
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Another  contemporary  gives  the  subjoined  comparative  table  of 
the  bank  returns  of  Ontario  and  Quebec,  for  December  31,  1873 
and  1874: 

Capital. 

Dec . 31,  1873.  Dec.  31,  1874. 


Capital  authorized $61,566,666  $65,866,666 

Capital  paid  up 53»I9L923  ’ 58,458,62a 


Liabilities. 

Circulation $ 25,715,542 

Government  deposits 9,219,872 

Public  deposits  on  demand 29,229,483 

Public  deposits  at  notice 23,361,796 

Due  other  Banks  in  Canada 1,338,618 

Due  other  Banks  not  in  Canada  575047698 
Sundries 78,709 


$25, 412,32* 

15,600,000 

34,069,309 

29,519,463 

991464 

9,884,218 

95.650 


$94,526,718 

Assets. 


Specie $6,403,368 

Provincial  notes 8,582,638 

Notes  and  checks  of  other  Banks.  4,228,133 
Due  from  other  Banks  in  Canada.  2,216,354 
Due  from  other  B’ks  not  in  Canada  8,520,277 


Total  available  assets 

Government  Stocks 

Loans  to  Government  . 
Loans  to  Corporations  . 

Discounts 

Real  Estate 

Bank  premises 

Other  assets 


$ 29.950.77° 

1,174428 

186,266 

2.557,818 

118,362,855 

517460 

2,250,877 

1,480,939 


$115,572425 


$6,819,187 

9,021,289 

5,301,885 

3.456,9*4 

9,967,621 


30,93. 

MO®* 

ajs8| 

I, 3&5,3» 


Total $ 156,481,423  ....  $ 184,350,392 

It  is  worthy  of  notice  that  the  increase  of  the  note  issues  does 
not  go  on  as  rapidly  as  the  increase  in  the  general  business  of 
the  banks.  In  this  respect  we  see  repeated  in  Canada  the  move- 
ment which  is  more  or  less  visible  throughout  the  commercial 
world.  Checks  are  used  instead  of  currency  to  a greater  extent 
year  by  year.  The  Toronto  Monetary  Times , in  referring  to  this 
change,  says : 

“ The  circulation  does  not  participate  in  the  general  enlargement 
of  other  items  in  the  returns  in  proportion  to  its  amount.  The 
banks  granted  loans  in  1874  close 'upon  $50,000,000  in  excess  of 
1871-72,  but  only  floated  $2,000,000  more  notes  to  meet  this  de- 
mand. The  deposits  only  provided  some  $ 23,000,000 ; hence  the 
necessity  of  the  large  increase  of  capital  in  the  last  few  years, 
though  it  is  becoming  less  and  less  doubtful  whether  the  increase 
of  discounts  has  not  been  stimulated  unduly  by  -the  pressure  of 
the  funds  the  enlarged  capitals  of  old  and  new  capitals  of  new 
banks  brought  into  the  market.  Since  the  new  form  of  the  re- 
turns enabled  this  to  be  traced  no  less  than  four  millions  have 
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been  added  by  the  banks,  that  is  in  a year  and  a-half,  to  invest- 
ments of  a non-commercial  character,  which  now  reach  about 
fifteen  millions,  the  great  bulk  of  which  they  would  gladly  ex- 
change for  good  paper.  It  is  clear,  therefore,  that  such  paper  is 
not  offering  for  discount,  and  that  the  business  to  be  acquired  by 
new  banks  must  be  drawn  away  from  others  who  have  increased  their 
capital  in  order  to  keep  it,  the  position  of  affairs  which  points  to 
a period  of  competition  among  these  institutions  which  cannot  fail 
to  develop  doubtful  business  and  with  higher  risks  being  also  di- 
minished profits  to  provide  for  increased  ratio  of  losses. 

“At  the  close  of  1872  there  were  22  banks,  with  a total  paid-up 
capital  of  $47,300,000.  In  1873  two  more  were  opened,  the  paid- 
up  capital  being  increased  to  $53,200,000.  In  1874  four  were  es- 
tablished, the  capital  of  the  whole  being  $58,500,000.  In  spite 
of  this  increase,  and  the  pressure  which  new  issuers  would  exert 
to  secure  a circulation,  the  notes  issued  did  not  increase  beyond 
a very  trifling  amount,  showing  that  this  source  of  profit  became 
divisible  amongst  new  competitors,  28  banks  taking  in  1874, 
what  in  1872  was  divided  amongst  22.  The  ratio  of  circulation 
to  capital  fell,  in  two  years,  from  53  to  43  per  cent.,  which  seems 
to  indicate  that  the  maximum  has  been  reached  of  the  circulation 
of  bank  notes,  and  the  fact  being,  that,  as  the  banks  push  business 
and  extend  their  connections,  they  are  thus,  to  a large  extent, 
diminishing  the  area  of  the  circulation,  as  cheques  displace  it,  es- 
pecially in  new  centers  of  banking  activity.” 


THE  CREDIT  FONCIER  OF  FRANCE. 

The  pressure  of  mortgage  debts  on  the  landholders  of  France  is 
an  old  source  of  trouble  there,  as  in  some  other  countries  of 
modern  Europe.  The  aggregate  of  the  French  real  estate  mort- 
gages has  been  estimated  at  various  sums.  M.  Wolowski,  to 
whom  we  recently  referred  as  one  of  the  most  competent  authori- 
ties on  the  subject,  is  inclined  to  estimate  the  total  current  value 
of  the  real  estate  of  France  at  about  $ 14,000,000,000,  and  the 
total  amount  of  the  dettt • hypothecate  at  about  $1,600,000,000,  so 
that  the  mortgages  amount  to  about  12  per  cent,  of  the  value  of 
the  property  on  which  they  rest.  And  he  agrees  with  M.  Passy, 
thdt  assuming  the  approximate  correctness  of  these  estimates,  the 
land  of  France  is  not  as  heavily  burdened  with  debt  as  the  land 
of  most  of  the  other  countries  of  Europe. 

The  interest,  however,  payable  on  the  dette  hypothecate  is  more 
out  of  proportion  to  the  total  income  of  the  land  than  is  the 
principal  to  the  total  value  of  the  mortgage. 

The  revenu  fonciere  of  France  is  estimated  at  $400,000,000  a 
year,  or  not  quite  3 per  cent,  on  the  total  value  of  $14,000,000,000. 
The  annual  charge  of  the  dette  hypothecate  is  estimated  at 
$110,000,000  a year,  or  about  7 per  cent,  per  annum  on  the 
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$1,600,000,000  representing  the  capital  of  the  advances.  In  other 
words,  about  a fourth  part  of  the  net  annual  produce  of  the 
French  real  estate  would  seem,  by  this  statement,  to  be  absorbed 
in  the  payment  of  interest  on  mortgages;  and  it  would  also  seem 
that  theie  prevails  in  France  the  highly  anomalous  state  of  things, 
of  real  property  selling  in  the  market  at  prices  which  pay  the 
buyer  no  more  than  3 per  cent,  per  annum  on  his  investment; 
and  of  the  payment,  nevertheless,  by  owners  or  purchasers,  of  no 
less  than  7 per  cent,  per  annum  for  money  advanced  on  mortgage 
of  the  same  investments. 

Of  the  substantial  facts,  as  stated  in  this  abstract  form,  there  is 
no  doubt;  but  the  explanation  of  the  apparent  inconsistency  is 
found  in  the  circumstance  that  by  far  the  largest  part  of  the 
mortgage  advances  in  France  are  required  by  persons  who  com- 
bine the  two  functions  of  the  landlord  and  farmer,  and  who,  not 
having  sufficient  capital  of  their  own  to  carry  on  the  business  of 
cultivation,  seek  assistance  from  the  class  of  lenders.  On  the  part 
of  such  a borrower,  therefore,  the  fund  available  for  the  payment 
of  interest  on  borrowed  money  is  twofold : first,  there  is  the  return 
coming  to  him  as  the  rent  of  his  land,  and  secondly,  the  return 
coming  to  him  as  the  profit  upon  his  business  of  farming. 

But  there  still  remains  the  fact  that,  in  France,  so  much  more 
powerful  is  the  disposition  to  buy  land  than  to  depend  on  any 
other  form  of  investment,  and  so  inadequate  are  the  supplies  of 
money-capital  to  the  requirements  for  it  for  purposes  of  agricul- 
tural industry,  that,  while  purchases  of  land  yield  only  3 per 
cent.,  advances  to  actual  cultivators,  secured  by  a mortgage  on 
the  estate,  are  not  to  be  had  for  less  than  7 per  cent.  In  this 
country  a very  different  state  of  things  exists,  to  which  we  need 

not  now  refer  in  detail. 

• 

In  England,*  we  are  told  that  the  difference  in  the  annual  re- 
turn between  the  rent  yielded  by  an  estate  in  land  bought  in  the 
market,  and  the  interest  yielded  by  a sum  of  money  advanced  as 
mortgage  upon  landed  property  of  ample  value,  cannot  be  stated 
at  more  than  1 per  cent.,  unless  under  highly  exceptional  circum- 
stances— that  is  to  say,  3 per  cent,  obtained  in  the  form  of 
rent,  and  4 per  cent,  obtained  in  the  form  of  interest. 

In  France  it  appears  that,  on  the  average  of  the  whole  country y 
this  difference  is  as  much  as  4 per  cent.,  and  in  a considerable 
number  of  departments  the  difference  is  still  greater;  for,  in  1845, 
it  appeared  by  the  answers  obtained  from  the  various  Conseils - 
Generaux  to  a series  of  questions,  addressed  to  them  by  the  Min- 

* See  Mr.  William  Ncwmarch’s  admirable  paper  on  this  subject  in  the  sixth  volume  of 
Tooke’s  History  of  Prices This  essay,  of  which  we  have  made  a liberal  use  in  the  present 
article,  contains  the  best  account  of  the  Credit  Foncier  which  has  been  published,  except,  indeed, 
the  treatise  of  M.  Wolowski.  Mr.  Newmarch  is  disposed  to  undervalue  the  usefulness  of  the 
Cridit  Foncier.  One  reason  for  this  may  be  the  limited  progress  made  in  England  by  such 
organizations.  So  long  as  there  are  so  few  registers  kept  of  mortgages  in  England,  the  suc- 
cessful working  of  the  Credit  Foncier  would  be  impossible.  Except  in  Yorkshire  and  Middle- 
sex, we  believe  there  are  in  England  no  official  registries  of  real  estate,  such  as  are  kept  in 
this  country  and  in  Continental  Europe. 
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ister  of  Agriculture,  that  in  twenty-two  districts  the  rate  of  interest 
paid  for  advances  on  mortgage  was  7,  8,  9,  10,  and  even  12  per 
cent,  per  annum. 

The  heaviest  rates  of  interest  fall,  of  course,  upon  the  smallest 
borrowers;  but  the  average  amount  of  the  smallest  loans  is  far 
more  limited  than  any  experience  of  similar  transactions  in  this 
country  would  lead  us  to  expect. 

By  an  analysis  of  the  rolls  of  registration,  a statement  was  ob- 
tained of  the  prets  hypothecates  for  the  year  1841,  and  of  this 
statement  the  following  figures  contain  an  abstract,  viz.: 

Pr£ts  Hypoth£caires  in  France  in  1841.  . 


Limit. 

$80  and  under 
$80  to  $200... 
Above  $200  . . . 


No.  0/ 

Total 

A verage  0/ 

A dvances. 

Sum  Advanced. 

Each  Advance. 

155,000 

$7,320,000 

$45 

90,000 

12,500,000 

135 

§4,000 

60,500,000 

....  700 

329,000 

$80,320,000 

— $230 

It  would  seem  from  this  return,  that,  as  regards  number,  nearly 
half  the  advances  are  for  sums  under  eighty  dollars. 

The  year  1841  was  a season  when  the  prets  hypothecates  were 
in  gross  amount  less  than  usual.  The  average  annual  gross 
amount  of  the  nine  years,  1840-48,  was  22 ‘millions  sterling;  and, 
as  might  be  expected,  in  the  deficient  season  of  1847,  there  was 
a considerable  rise  in  the  gross  amount — a rise,  namely,  to  25 
millions. 


These  are  the  general  facts  of  the  condition  of  the  proprietors 
of  the  soil — or  rather  of  the  proprietors  of  certain  classes  of 
buildings  raised  on  the  soil — iiT  France,  as  regards  their  obligations 
for  money  borrowed. 

As  we  have  fully  explained  in  previous  articles,  a state  of 
things  the  same  in  character,  and  difficulties  equally  urgent,  have 
existed  in  other  countries  of  Continental  Europe,  and  systematic 
organizations  of  credit  have  sprung  up  for  lightening  the  burden 
which  presses  upon  the  land-owners.  It  is  to  these  systems  that 
the  term  credit  fonder  has  been  generally  applied.  The  earliest 
example  of  an  institution  of  credit  fonder  is  believed  to  have 
been  afforded  in  Silesia  at  the  close  of  the  Seven  Years’  War. 


The  landed  proprietors  of  the  province  had  been  exhausted  by 
the  conflict,  and,  adopting  the  recommendation  of  a merchant  of 
the  name  of  Buhring,  Frederick  the  Great  authorized  the  forma- 
tion, among  the  Silesian  land-holders,  of  a mutual  society  for 
guaranteeing  the  repayment  of  the  advances  held  by,  or  made  to, 
any  of  its  individual  members.  The  lenders  dealt,  not  with  the 
individual,  but  with  the  Society;  and  the  security  granted  for  each 
advance  was  an  obligation  or  mortgage  on  the  particular  property 
concerned,  fortified  by  the  joint  guarantee,  and  so  adjusted,  as  re- 
gards repayment,  that  by  means  of  a sinking  fund  of  1 per  cent, 
per  annum,  accumulating  at  compound  interest  at  4 per  cent,  per 
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’annum,  the  principal  of  the  debt  was  repaid  in  forty-one  years. 
Simple  interest  at  4 per  cent,  was  also  paid  during  the  process  of 
liquidation. 

In  general  terms,  the  system  of  credit  fonder,  as  introduced  into 
Silesia,  cpnsisted  in  improving  the  security  offered  to  lenders  by 
n^eans  of  the  joint  guarantee  of  the  Society;  in  facilitating  the 
negotiation  of  advances  by  means  of  a special  law;  in  providing 
for  the  liquidation  of  the  principal  of  the  advance  by  means  of  a 
terminable  annuity  to  be  accumulated  at  compound  interest;  and 
by  providing  also  for  the  punctual  payment,  year  by  year,  of 
simple  interest  on  advance. 

The  modifications  of  these  principles  were  various.  In  some 
cases,  for  example,  the  sinking  fund  was  doubled,  and  made  2 per 
cent,  per  annum;  but  into  whatever  part  of  Germany  the  Silesian 
system  extended,  its  real  outlines  remained  the  same. 

The  credit  fonder  seems  to  have  been  speedily  adopted  through- 
out the  Prussian  provinces,  and  from  them  to  have  gradually 
reached  Austria  and  most  of  the  German  States.  It  was  intro- 
duced into  Denmark  in  1850,  and  it  has  also  been  adopted  in 
the  Baltic  provinces  of  Russia. 

In  Belgium,  and  in  Bavaria,  Wurtemberg,  and  some  other  parts 
of  Germany,  the  State  has  authorized  joint-stock  companies  to  put 
themselves  forward  as  intermediate  agents  between  lenders  and 
individual  land-owners;  the  companies  seeking  a profit  by  the  per- 
centage charged  for  their  superintendence  and  guarantee;  and,  as 
we  shall  see,  this  is  the  form  of  credit  fonder  prominently  intro- 
duced into  France  in  1852. 

But  sound  and  wholesome  as  was  the  original  design  of  the 
credit  fonder,  it  was  not  long  in  giving  rise  to  abuses.  So  long  as 
the  lettres  de  gage,  or  obligations,  taken  by  the  lender  from  the  So- 
ciety w'ere  restricted  to  the  technical  form  of  a mortgage,  and  were 
rendered  not  transferable,  except  under  reasonable  precautions  of 
notice  and  registration,  no  mischief  could  ensue.  But  it  was  not 
long  before  it  occurred  to  some  scheming  financier  that  these  ob- 
ligations might  be  converted  into  bans  hypothecates ; might  be 
made  a medium  of  circulation;  might  perform  the  functions  of 
bank  notes;  might  be  rendered  even  more  acceptable  than  bank 
notes,  by  virtue  of  the  interest  accruing  upon  them;  and,  finally, 
might  be  declared,  in  case  of  necessity,  a paper  of  compulsory 
tender. 

The  French  assignats  are  the  most  formidable  and  fatal  example 
of  the  application  of  these  new  principles.  The  assignats  all  pur- 
ported to  be  secured  by  an  assignment  on  the  National  domains; 
and  in  some  of  the  schemes  for  issuing  the  assignats  there  was  a 
stipulation  that  they  should  carry  interest.  But  they  were  all 
inconvertible  into  specie;  they  were  all,  sooner  or  later,  decreed 
to  be  a compulsory  tender,  and  they  all  became  utterly  worthless.- 
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It  was  against  a scheme  proposed  by  the  French  Government 
in  October,  1848,  for  the  creation  of  tons  hypothecates , that  M. 
Leon  Fauchei*  and  M.  Thiers  directed  two  of  the  most  forcible 
speeches  addressed  to  the  National  Assembly.  The  proposal  was 
defeated;  and,  although  the  question  of  improving  the  system  of 
frets  hypothecates  continued  to  excite  considerable  attention,  no 
formal  measures  were  adopted  by  the  Government  till  1852. 

On  the  28th  February,  1852,  an  Imperial  decree  authorized  the 
formation  of  Societes  de  Credit  Fonctr , and  effected  certain  modifi- 
cations of  the  law,  with  the  view  of  assisting  the  operations  of 
these  societies.  On  the  28th  March,  1852,  a Banque  Fonctre  de 
Paris  was  established,  and  in  the  course  of  1852  several  further 
decrees  were  issued,  extending  or  modifying  the  institution.  On 
the  10th  December,  1852,  the  title  was  changed  to  Credit  Fonder 
de  France , and  at  length,  on  the  6th  July,  1854,  the  institution 
was  placed  on  a footing  analogous  to  that  of  the  Bank  of  France. 

The  original  concession,  of  March,  1852,  was  to  a joint  stock 
company,  at  the  head  of  which  was  M.  Wolowski — the  eminent 
economist  who  has  contributed  in  the  largest  degree  to  the  sound 
exposition,  in  France,  of  the  resources  of  the  Credit  Fonder . But 
the  degree  of  July,  1854  superseded  M.  Wolowski,  and  placed 
the  management  of  the  institution  in  the  hands  of  a Governor 
and  two  Sub-Governors,  named  by  the  Emperor. 

The  capital  of  the  Society  was  fixed  at  $ 1 2,000,000,  to  be 
raised  in  shares  of  $ 100  each — one-half  of  which  ($  50)  was  paid 
up — providing  a paid-up  capital  of  $ 6,000,000. 

The  term  of  concession  to  the  Society  is  99  years  from  30th 
July,  1852. 

In  reducing  to  practice  the  objects  set  forth  in  its  statutes,  the 
Society  has  already  had  to  subject  its  terms  to  several  modifications. 
Adopting  50  years  as  the  term  of  the  repayment,  the  Society 
began  by  announcing  5 per  cent,  as  the  gross  annuity  to  be  paid 
by  the  borrower  during  the  fifty  years.  It  is  to  be  presumed 
that,  at  so  low  a rate,  the  applications  became  unmanageable.  A 
rate  of  5*44  per  cent,  was  then  announced.  In  a short  time  the 
rate  was  again  raised  to  5*65  per  cent.,  and,  by  a fourth  altera- 
tion, it  was  fixed  at  5-95  per  cent,  for  the  fifty  years. 

The  Obligations  Fonctbres , in  which  the  Society  deals,  require 
some  explanation,  which  will  be  best  obtained  by  a statement  of 
the  measures  actually  adopted  by  the  Society  in  this  division  of 
its  operations. 

The  Society,  then,  has  issued  its  obligations,  or  bonds  or  deben- 
tures, for  sums  of  $200,  $100,  and  $20;  that  is,  for  sums  of 
1,000,  500,  and  100  francs.  These  obligations  bear  3 per  cent, 
per  annum,  but  are  repayable  according  to  certain  lottery  draw- 
ings, at  the  rate  of  $240,  $120,  and  $21*50 — that  is,  are  repay- 
able at  uncertain  times,  but  at  a premium  of  twenty  per  cent 
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Annuity  per  cent, 
during  fifty  years : 

to  be  paid 

by  the 

borrower  to  the 

Society 

Paris. 

First. 

Second. 

Third. 

Fourth. 

Interest 

3.700 

4.250 

4-510 

5.000 

Sinking  Fund 

0.704 

O.591 

0.000 

0.543 

O.462 

Charges 

0.596 

0.596 

0.487 

5.000 

5-441 

5.649 

5-949 

The  lottery  drawings  take  place  four  times  a year,  in  March, 
June,  September  and  December.  A very  ingenious  system  of  num- 
bers is  employed,  and  the  $ 200  bond,  first  drawn,  carries  away  a 
prize  of  $ 20,000,  over  and  above  the  rate  of  $ 240,  at  which  it 
is  repayable.  The  second  bond  drawn  is  to  a prize  of  $10,000; 
the  third  to  $ 8,000 ; and  so  on,  in  descending  sums,  to  the  four- 
teenth number  drawn. 

* 

The  prizes  attached  to  the  numbers  7 to  14  are  $1,000  each; 
and  contrivances  are  employed  for  allowing  the  bonds  $ 100  and 
$ 20  to  have  an  equal  chance  of  obtaining  ratable  prizes.  In 
1853  and  1854  the  sums  paid  by  the  Credit  Fonder  for  these  lot- 
tery prizes  was  not  less  than  $240,000  in  each  year;  in  1855  it 
was  $ 160,000. 

The  intention  of  this  lottery  element  is  to  draw  deposits  to  the 
Credit  Fonder  faster  than  they  would  be  obtained  by  the  mere 
offer  of  an  interest  of  5 per  cent,  per  annum.  Instead  of  paying 
5 per  cent.,  the  Society  pays  3 per  cent.,  and  distributes  the 
further  2 per  cent,  as  lottery  prizes,  to  be  drawn  for  four  times  a 
year,  adjusting,  it  is  presumed,  the  number  of  bonds  to  be  paid 
off  at  each  drawing  to  the  repayment  of  capital  under  its  ad- 
vances, and  providing  the  premiums  of  20  per  cent,  on  the  obli- 
gations by  keeping  the  funds  in  hand,  on  account  of  the  sinking 
fund,  at  an  amount  considerably  beyond  the  total  of  the  obliga- 
tions to  be  redeemed. 

Of  the  ingenuity  of  the  scheme  there  can  be  no  doubt.  But  it 
is  to  be  feared  that  mischief  will  follow  the  mixing  up  of  the  ele- 
ment of  gambling  with  the  sober  business  of  receiving  money  on 
deposit.  Moreover,  it  is  evident  that  by  placing  the  amount  of 
the  deposit  notes  so  low  as  $20,  the  wages-classes  will  be  allured 
by  the  chances  of  sudden  fortune  held  out  to  them.  By  con- 
verting into  a sort  of  lottery  the  simple  business  of  lending  and 
borrowing  money,  the  Credit  Fonder ; as  introduced  into  France 
in  1852,  could  scarcely  fail  to  inflict  upon  society  some  degree  of 
latent  moral  evil,  together  with  more  obvious  material  good. 
How  these  evil  tendencies  have  been  counteracted,  we  shall  show 
hereafter. 

We  need  not  waste  time  in  proving  that  this  lottery  element  is 
no  essential  part  of  the  Credit  Fonder  policy.  The  primary  purpose 
of  that  policy,  as  has  been  well  said,  is  “to  mobilize  the  largest 
amount  possible  of  the  immovable  wealth  of  the  country,  through 
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the  combined  action  of  the  mortgagors  and  the  company,  by  con- 
verting those  mortgages  into  negotiable  securities  available  on 
demand,  and  in  which  all  classes  o£  investors  may  find  an  easy 
employment  for  their  funds,  and  a ready  market  to  realize  them 
at  will.” 

From  the  year  1770,  when  Frederick  the  Great  established  the 
first  Credit  Fonder  in  Silesia,  with  a capital  of  $225,000,  the  prog- 
ress has  continued,  and  to-day  Germany,  France,  Austria,  Russia, 
Italy,  Spain,  Egypt,  and  Turkey,  all  have  these,  rendering  their 
services  to  the  real  estate  and  agricultural  interests,  emancipating 
property  from  the  contingencies  which  are  inseparable  from  the  old 
systems  of  mortgage.  The  Credit  Fonder  raises  its  funds  for  the 
most  part  by  the  issue  of  bonds.  In  Europe,  these  obligations 
have  nearly  always  maintained  a price  much  higher  than  many 
other  securities  during  political  disturbances.  In  1848,  the  3*4  per 
cents,  issued  by  th ^ ^Credit  Fonder  companies  of  Silesia  and  Pome- 
rania were  quoted  at  93  per  cent.;  those  of  Prussia  at  96  per 
cent.  In  this  same  year  the  bonds  of  the  Prussian  Government 
were  selling  at  69  per  cent.,  and  the  stock  of  the  Bank  of  Prussia 
at  63  per  cent.  In  1850  the  4 per  cents,  of  the  Credit  Fonder  of 
Posen  were  negotiated  at  102  per  cent.,  and  those  of  Mecklenburg 
at  103  per  cent.  In  1871  the  5 per  cents,  of  the  Austrian  Credit 
Fonder  were  quoted  at  91  per  cent.,  while  Austrian  Government 
bonds  bearing  4.20  per  cent,  interest  were  selling  at  69. 

But  the  best  example  is  that  of  France,  where,  in  January, 
1872,  at  the  height  of  the  financial  trouble  arising  out  of  the  war, 
the  5 per  cent,  bonds  of  the  Credit  Fonder  were  negotiated  at  92 
per  cent.,  having  been  quoted  before  1870  at  102  per  cent.  The 
highest  quotations  for  the  5 per  cent.  Government  loan  for 
$400,000,000  during  the  year  of  1872,  and  under  the  impulse  of 
artificial  speculations,  were  from  94  to  96  per  cent.;  and  a new 
loan  for  $600,000,000  was  issued  in  July,  1872,  at  84^  per  cent., 
bearing  5 per  cent,  interest.  The  outstanding  bonds  of  the  Credit 
Fonder  of  France  in  1870  amounted  to  $250,000,000,  and  the 
company,  giving  its  bonds  directly  to  the  borrower  in  exchange  for 
his  mortgage,  accommodates  him  at  the  legal  rate  of  5 per  cent, 
charging  a commission  of  six-tenths  of  one  per  cent,  a year  on  the 
sum  loaned.  This  economy  is  possible  because  of  the  interchange 
of  mortgages  for  the  bonds  of  the  company.  If  the  company 
were  obliged  to  go  into  the  market  as  a borrower,  to  negotiate 
its  own  securities,  and  to  loan  money  only,  the  charges  to  the  bor- 
rowers on  bond  and  mortgage  would  perhaps  be  heavier  and  fluc- 
tuating. The  company,  instead  of  being  the  agent  of  the  borrower , 
would  become  a regular  lender  of  money  raised  independently  on 
its  own  securities  or  contributed  from  its  capital,  and  it  would 
naturally  seek  both  to  obtain  a greater  profit,  and  to  change  its 
character  from  a Credit  Fonder  to  an  ordinary  Finance  Company. 
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LEGISLATION  FOR  THE  NEW  YORK  SAVINGS  BANKS. 

As  announced  in  our  December  number,  the  -Legislature  of  the 
State  of  New  York  is  about  to  enact  some  important  changes  in 
the  method  of  granting  charters  to  Savings  institutions.  The 
adoption  of  the  Constitutional  amendments  at  the  election  of  last 
autumn  has  made  neoessary  a general  law  relating  to  Savings 
banks  to  give  uniformity  to  their  powers,  privileges,  and  liabili- 
ties. The  draft  of  an  act  recommended  by  the  Bank  Departmept  in 
1868,  with  a few  modifications,  was  introduced  into  the  Legislature 
early  in  the  present  session,  and  the  Joint  Committees  of  the  Sen- 
ate and  Assembly  to  whom  it  was  referred  requested  the  advice 
and  counsel  of  the  officers  and  managers  of  many  of  the  Savings 
banks  of  this  city  and  other  cities  in  the  State.  During  the  past 
two  months  frequent  meetings  of  the  representatives  of  the  leading 
institutions  for  savings  in  New  York  and  Brooklyn  have  been  held 
for  the  preparation  of  a bill,  which  shall,  as  far  as  possible,  protect 
all  the  important  interests  acquired  under  the  charters  already 
granted,  and  at  the  same  time  eliminate  the  objectionable  pro- 
visions which  experience  has  shown  to  be  hurtful  to  Savings  bank 
aflairs.  The  bill  which  these  gentlemen  have  prepared  has  been 
introduced  into  the  Assembly.  With  some  amendments  it  will  prob- 
ably become  a law.  Its  main  features  are  as  follows : 

All  banks  and  institutions  for  savings  are  declared  to  be  corpo- 
rations. 

The  business  shall  be  managed  by  a board  of  trustees  of  not 
less  than  fifteen  members,  who  shall  meet  regularly  once  in  each 
month,  and  five  of  whom  shall  constitute  a quorum.  No  trustee 
shall  have  any  interest  in  the  gains  or  profits  of  the  bank,  nor 
borrow  any  of  its  funds,  directly  or  indirectly.  Neglecting  to  at- 
tend six  consecutive  regular  meetings  of  the  trustees  shall  vacate 
office ; officers  of  banks  may  be  required  to  furnish  security  for 
the  faithful  performance  of  their  duties.  Investments  of  the  moneys 
of  depositors  are  restricted  to  the  following  named  securities : 
Stocks,  bonds,  or  interest-bearing  notes  or  obligations  of  the 
United  States;  stocks,  bonds,  or  evidences  of  debt  bearing  interest 
of  this  States  stocks  or  bonds  of  any  State  in  the  Union  that  has 
not  within  ten  years  defaulted  in  the  payment  of  principal  or  in- 
terest of  any  debt  authorized  by  the  Legislature;  stocks  or  bonds 
of  any  city,  county,  or  village  of  this  State;  and  bonds  and  mort- 
gages on  unincumbered  real  estate  situate  in  this  State  worth  at 
least  twice  the  amount  loaned. 

The  trustees  may  regulate  the  payment  of  principal  and  interest 
to  depositors,  limit  the  aggregate  amount  of  individual  deposits, 
and  may  refuse  to  receive  deposits,  and  may  return  them.  Deposits 
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by  aliens,  minors,  or  females  married  or  unmarried,  shall  be  held 
for  the  exclusive  right  and  benefit  of  such  depositors,  against  all 
persons  except  their  creditors. 

Trust  accounts,  in  the  event  of  the  death  of  the  trustee,  shall  be 
paid  to  the  person  named  by  him  on  the  books  of  the  bank. 
Deposits  claimed  by  an  executor  or  administrator,  appointed  by 
proper  authority  in  another  State,  shall  be  paid  to  him  and  release 
the  bank.  A wife  may  testify  in  any  suit  begun  by  a husband  to 
recover  moneys  deposited  by  her  in  her  own  name.  Claimants  to 
moneys  shall  be  made  parties-defendant  in  suits  begun  by  other 
parties,  on  short  notice.  Disputed  deposits  may  remain  in  the 
bank,  or  may  be  paid  into  court  and  the  bank  released  from 
further  liability.  Savings  banks  may  hold  real  estate  for  a bank- 
ing-house, and  such  as  shall  have  been  purchased  by  them  at 

sales  upon  the  foreclosure  of  mortgages  owned  by  them,  or  ren- 
dered in  settlements  to  secure  debts. 

Trustees  acting  as  officers  may  receive  a salary  for  their  ser- 
vices. Loans  on  real  estate  shall  be  secured  by  a bond  or  other 
personal  security,  and  the  borrower  shall  pay  legal  expenses.  Build- 
ings, on  which  loans  have  been  made,  shall  be  insured  in  such 
companies  as  the  bank  may  direct,  and  the  loss  may  be  made 

payable  to  it.  Renewals  and  changes  in  insurance  may  be  made 

by  the  bank  at  the  expense  of  the  borrower.  It  shall  be  unlaw- 
ful for  Savings  banks  to  deal  in  real  estate,  merchandise,  etc. 

For  the  purpose  of  meeting  current  payments  and  expenses, 
there  may  be  kept  uninvested  an  available  fund  not  exceeding  io 
per  cfent.  of  the  whole  amount  of  deposits  with  the  bank — and 
the  same  may  be  kept  on  hand,  or  on  deposit  in  any  banking  associa- 
tion; but  the  sum  so  deposited  in  any  one  bank  or  trust  company, 
shall  not  exceed  25  per  cent,  of  the  paid-up  capital  of  such  bank 
or  company,  and  call  loans  on  the  stocks  and  bonds,  above  men 
tioned  as  collateral  security,  may  be  made  out  of  the  available 
fund ; provided,  that  the  amount  loaned  shall  at  no  time  exceed 
90  per  cent,  of  the  market  value  of  the  securities  pledged  for  the 
same.  Temporary  deposits  in  banks  or  trust  companies  may  be 
made  of  the  excess  of  current  daily  receipts  over  the  payments, 
until  the  moneys  can  be  judiciously  invested.  Rate  of  interest  to 
be  allowed  depositors,  shall  be  regulated  in  such  manner  that  they 
shall  receive  all  the  profits  of  the  bank  over  the  expenses  and  re- 
serve or  surplus  fund.  The  surplus  fund  shall  not  exceed  the 
amount  of  20  per  cent.. of  the  deposits.  Trustees  §hall  be  liable 
for  dividends  declared  in  excess  of  profits  earned.  The  annual 
report  shall  be  made  to  the  Superintendent  of  the  Banking  De- 
partment on  or  before  February  1st  in  each  year,  and  shall  contain 
full  details  of  every  item  of  business.  Banks  shall  not  be  required 
hereafter  to  report  to  the  Legislature,  nor  to  any  local  board,  and 
shall  not  be  subject  to  the  supervision  of  any  local  authority. 
The  Superintendent  of  the  Banking  Department  shall  visit  and 
examine  every  Savings  bank  in  the  State  once  in  two  years,  and 
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shall  have  power  at  any  time  to  inspect  and  examine  its  books 
and  affairs.  The  Superintendent  may  admonish  officers  of  banks 
for  violations  of  law  in  the  management  of  their  business;  and 
the  Attorney- General  may  institute  proceedings  for  the  removal  of 
offending  trustees,  or  the  consolidation  of  the  bank  with  some 
other  institution. 

Clerks  employed  in  the  Bank  Department  shall  be  paid  out  of 
the  State  Treasury.  To  defray  expenses,  each  Savings  bank  shall  pay 
$5,  and  banks  whose  deposits  exceed  $100,000  shall  be  assessed 
in  proportion  to  amount  of  deposits  severally  held  by  them,  and 
the  money  paid  into  the  State  Treasury.  The  deposits  of  Savings 
banks,  in  a bank  or  banking  association  which  has  become  in- 
solvent, shall  be  paid  next  after  its  circulating  notes.  Banking 
associations  and  individual  bankers  are  forbidden  to  advertise,  or 
put  forth  a sign  as  a Savings  bank,  or  in  any  way  to  solicit  or 
receive  deposits  as  a Savings  bank.  A Board  of  Trustees  may, 
by  resolution,  reduce  the  number  of  trustees  named  in  their  orig- 
inaT  charter  to  a number  not  less  than  fifteen,  to  be  effected 
gradually  by  the  occurrence  of  .vacancies  by  death,  resignation,  or 
forfeiture.  Acts  and  parts  of  acts  relating  to  savings  superseded 
by  this  act  are  repealed.  The  powers,  privileges,  duties,  and  re- 
strictions, conferred  and  imposed  upon  any  Savings  institution  by 
its  charter,  shall  be  made  to  conform  to  the  provisions  of  this  act, 
and  each  Savings  bank  shall  possess  equal  powers,  rights,  and 
privileges,  and  be  subject  to  the  same  duties,  restrictions,  and  lia- 
bilities. 

Among  the  amendments  which 'will  be  proposed  there  aTe  only 
two  to  which  we  shall  advert  in  this  place.  The  first  has  to  do 
with  the  publicity  given  to  the  condition  of  the  banks.  The  above 
law  proposes  three  expedients  for  this  purpose.  First,  an  annual 
report  to  the  Superintendent  of  the  Bank  Department.  Secondly, 
an  inspection,  or  examination  of  each  Savings  bank  by  the  Super- 
intendent every  two  years.  And,  thirdly,  a special  examination  by 
the  Superintendent  or  his  assistants  at  any  time  when  he  may 
deem  it  necessary.  Of  these  three  methods  of  applying  the  safe- 
guards of  publicity  to  our  Savings  Bank  system,  the  last  two  are 
substantially  the  same  as  are  prescribed  in  the  present  law.  They 
have  worked  well,  and  need  not  be  changed.  The  proposed  act 
has  wisely  let  them  stand  as  they  are.  Less  wisely,  in  our  opinion, 
it  endeavors  to  change  the  other  provision  which  regulates  the  re- 
ports of  the  banks  to  the  Superintendent.  Instead  of  reporting 
twice  a year,  as  at  present,  the  Savings  banks  are  to  be  required 
to  do  so  once  a year  only.  Public  opinion  will  not  approve  any 
such  relaxation  of  the  principle  of  publicity.  The  demand  is  rather 
for  quarterly  reports.  The  Savings  banks  authorities  will  do  well 
to  heed  this  suggestion.  One  of  the  main  supports  of  their  credit 
in  the  last  panic  was  derived  from  the  confidence  of  the  public 
based  upon  the  frequent  reports  officially  made  and  recently  pub- 
lished, showing  the  sound  condition  of  the  main  body  of  the 
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Savings  institutions.  As  a check  on  bad  management,  the  safe- 
guard of  publicity  has  of  course  but  a limited  power.  But  within 
its  proper  limits  it  is  of  great  importance,  and  the  public  mind 
would  look  with  distrust  upon  any  attempts  to  lessen  the  frequency 
of  the  official  reports.  Of  course,  we  refer  solely  in  this  place 
to  the  reports  made  to  the  Bank  Superintendent  at.  Albany.  All 
other  reports  are  of  doubtful  value,  and  the  proposed  bill  very 
properly  dispenses  with  them  altogether.  If  it  be  amended  so  as 
to  exact  quarterly  reports  to  the  Bank  Superintendent,  it  would 
leave  little  to  be  desired  on  the  point  we  are  considering. 
There  should  also  be  the  penalty  and  other  stipulations  in  re- 
gard to  the  report  contained  in  the  first  six  sections  of  chapter 
136  of  the  laws  of  1857,  as  amended  in  1867  and  1871. 

The  other  amendment  we  suggest  to  the  above  draft  has  regard 
to  the  investments.  Mortgages  on  real  estate  have  always  been 
regarded  as  a very  proper  investment  for  a fair  proportion  of  the 
deposits  of  Savings  banks;  but  the  difficulty  has  been  that  the 
valuation  has  often  been  too  high,  and  the  new  law  might, 
perhaps,  with  advantage  impose  some  fit  restrictions  on  abuses 
of  this  kind,  especially  in  regard  to  unproductive  and  unimproved 
property.  As  to  call  loans,  and  to  the  collaterals  on  which  such 
loans  are  to  be  made,  the  bill  seems  open  to  the  objection 
that  it  does  not  add  to  the  safeguards  provided  by  the  ex- 
isting law.  These  and  similar  modifications  should  be  attended 
to  in  any  new  general  statute  which  is  to  settle  the  law,  so  as 
to  prevent  the  necessity  of  further  legislation.  The  most  im- 
portant point  to  be  provided  for  is,  however,  that  of  publicity  and 
of  quarterly  reports. 


THE  NEW  YORK  LOAN  AND  INDEMNITY  COMPANY. 

We  have  frequently  had  occasion  to  refer  to  the  Loan  and  Trust 
Companies  in  this  city,  which  do  a banking  business  without  being 
subjected  to  the  restrictions  of  the  banking  law.  These  corpora- 
tions are,  most  of  them,  conducted  with  ability.  One.  of  the 
number  is  winding  up  its  affairs  preparatory  to  retiring  from  busi- 
ness. This  financial  association  has,  for  some  years,  been  favor- 
ably known  in  Wall  street.  It  was  incorporated  under  an  act  of 
the  Legislature  passed  May  6,  1870,  and  section  5 of  its  charter 
reads  as  follows:  “The  said  Company  shall  have  power  to  re- 

ceive, upon  storage,  deposit,  or  otherwise,  merchandise,  bullion, 
specie,  plate,  stocks,  bonds,  promissory  notes,  certificates  and  evi- 
dences of  debts,  contracts,  or  other  property,  and  to  take  the 
management,  custody,  and  charge  of  real  or  personal  estate  and 
property,  and  to  advance  moneys,  securities  and  credits  upon  any 
property,  real  or  personal,  and  shall  have  power  to  guarantee  the 
payment,*  punctual  performance,  and  collection  of  promissory  notes, 
bills  of  exchange,  contracts,  bonds,  accounts,  claims,  rents,  annuities, 
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mortgages,  choses  in  action,  evidences  of  debt,  and  certificates  of 
property  and  value,  and  the  titles  to  property,  real  or  personal,  on 
such  terms  as  may  be  established  by  the  directors  of  said  Com- 
pany.” 

The  institution  began  business  under  its  charter  January  15,  1873, 
with  H.  H.  Van  Dyck  as  President.  At  the  election  in  1874, 
Wm.  H.  poster  was  chosen  President,  and  John  T.  Banker, 
Secretary.  The  original  capital  was  $ 200,000,  but  this  was  in- 
creased to  $ 836,000,  which  has  all  been  paid  in.  The  Company 
soon  began  to  do  a regular  banking  business,  receiving  deposits 
and  paying  checks  through  one  of  the  banks  connected  with  the 
Clearing-House.  As  will  be  seen  by  the  statements  below,  the 
deposits  of  the  corporation  1st  July,  1874,  amounted  to  $633,786*97. 

The  officers  of  the  Company  say  that  they  have  cash  on  hand 
and  cash  assets  abundantly  sufficient  to  pay  every  depositor  in 
full  on  presentation.  The  Clearing-House  has  received  notice  of 
the  action  of  the  Board  of  Directors,  and  ceased  to  take  up  the 
checks  of  the  institution  February  6,  after  which  date  the  payments 
have  been  made  at  the  counter  of  the  Company.  The  official  re- 
port of  the  Bank  Superintendent  just  presented  to  the  Legislature 
at  Albany  gives  the  subjoined  statement  of  the  Company  for  the 
1st  July,  1874. 


Report  of  the  Loan  and  Indemnity  Company,  New  York. 

Resources. 


Amount  loaned  on  collaterals* $682,105  20 

Amount  loaned  on  personal  security,  including  bills  purchased..  430,521  45 

Overdrafts  1 36  59 

Due  from  directors  or  trustees,  collaterals  included  in  loans  above  113,350  00 

Due  from  banks  (Bank  of  North  America) 232,772  76 

Cash  on  hand 15,616  78 

Assets  not  included  under  either  of  the  above  heads,  viz. : 

Furniture  and  fixtures $30,000  00 

Suspended  paper 3,523  00 

Revenue  stamps 235  41 

Protests  8 07 

33,766  48 

$ 1,508,169  26 

Liabilities. 

Capital  stock  subscribed  and  paid  in  in  cash $836,000  00 

Profits,  net  amount 37,785  49 

General  deposits,  payable  on  demand 633,786  97 

Other  liabilities  not  included  under  either  of  the  above  heads,  viz. : 

Payment  on  account  suspended  paper 596  80 

$ 1,508,169  26 

* These  collaterals  are  reported  as  follows:  Railroad  bonds,  stock  of  Lake  Mahopac  Im- 
provement Co.,  bonds  and  mortgages,  railroad  cars,  Long  Dock  bonds,  bonds  of  Adirondack 
Co.,  bonds  of  Hancock  Steel  and  Iron  Co.  bank  stock,  Iron  Co.  stock,  Sewing  Machine  Co. 
*tock,  deed  of  land,  chattel  mortgage,  Life  Insurance  Co.  stock,  railroad  stock,  business  notes 
and  indorsement.  Western  Union  Telegraph  Co.  bonds,  Gas-light  Co.  stock,  Dye-wood,  Extract 
and  Chemical  Co.  stock,  Baxter  Steam  Canal  Boat  and  Transportation  Co.  stock,  and  N.  Y. 
Life  and  Indemnity  Co.  stock.  Total,  estimated  market  value,  $1,166,000.00 
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Supplementary. 

Total  amount  of  interest,  commissions  and  profits  of  every  descrip- 


tion received  during  the  last  six  months  (to  July  1,  1874) $46,811  86 

Amount  of  interest  paid  to  and  credited  depositors  during  the  same 

period 6,001  37 

Amount  of  expenses  during  the  same  period 19,666  75 

Number  of  deposits  on  which  interest  is  allowed  at  this  date 

(July  I,  1874) 46 

Total  amount  of  such  deposits 301,594  63 


Rate  of  interest  on  same  mostly  4 per  cent.;  exceptional  cases  5 per  cent. 


From  the  same  official  report  we  extract  the  subjoined  statistics 
of  the  other  Loan  and  Trust  Companies,  which  will  be  of  interest : 

Trust  Companies  in  the  State  of  New  York,  i July,  1874. 

Capital  Deposit*  Rate  0/  No.  0/  Cask 
Paid  up.  on  interest  interest,  depositors,  in  bank. 

1866  Brooklyn  Trust  Company  *$334,040  $1,180,670.  4.  642  . $56,531 

1822  N.Y.  Fars.  Loan&Tr.  Co.  1,000,000.  4,106,818.3105.  568  . 1,693,750 

1868  N.Y.  Mercantile  Trust  Co.  982,000.  635,211.4107.  12  . 15,098 

1867  National  Trust  Co 1,000,000  . 3,018,012  . 4,  5 . 2,221  . 479*338 

1864  N.  Y.  Guar.  & Ind’ty  Co.  2,000,000  . 1,146,477 . 2 to  5 . 197  . 37**3° 

1830  N.  Y.  Life  & Trust  60. ..  1 1,000,000  . 7,373,146 . 3 to  5 . 1,618  . 136,255 

1870  N.  Y.  State  Loan&Tr.  Co.  1,000,000.  571,651.  4.  191  . 336,351 

1871  N.  Y.  Real  Estate Tr.  Co. . 500,000.  251,485.  4.  57  . 123,008 

1864  N.  Y.  Union  Trust  Co...  fi,< 000, 000  . 4,539,912 . 3 to  5 . 1,467  . 260,637 

1866  T.  Co.  Onondaga,  Syracuse  100,000.  444,464.  6.1,039  . 356,655 

1853  United  States  Trust  Co.  . $2,000,000  .13,645,020 . 2 to  5 . 1,242  . 753,59° 

1870  N.Y. Loan&IndemnityCo.  836,000.  301,594.4105.  46  . 232.772 

* Surplus,  $567,907.  t Surplus,  $500,042*07.  \ Surplus,  $117,02379.  § Surplus,  $ 1,574* W32- 

The  subjoined  summary  of  the  reports  of  the  official  tables  shows 
the  aggregate  resources  and  liabilities  of  the  eleven  moneyed  insti- 
tutions above  referred  to,  for  July  1,  1874: 


Resources. 

Bonds  and  mortgages 


Stock  investments 

Par  value  of  the  same $ 16^558,143 

Estimated  market  value  of  same 17,167,392 


Amount  loaned  on  collateral  securities 

Amount  loaned  on  personal  securities 

Overdrafts 

Due  from  directors  or  trustees 

Due  from  banks 

Real  estate 

Cash  on  deposit  in  banks  or  other  moneyed  institutions 

Cash  on  hand  

Other  assets  not  included  in  either  of  the  above  heads  . 
Add  for  cents 


$4,982,341 

16,215,848 


19,096,541 

1,121 

,35»200 

223,77* 

J.zS  5*4*7 

2,007,688 

3* 


Total  resources $57*7,6»i°9 

Liabilities. 

Capital  paid  in $ 1 1,752,040 

Surplus  and  other  profits 4»797»,96 

Deposits  in  trust 22,249,357 

General  deposits  1. 16,230434 

Other  liabilities  not  included  in  either  of  the  above  heads 2,687,059 

Add  for  cents 23 


Total  liabilities 


$57,716409 
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NEW  INVESTMENTS  IN  1874. 


A French  journal,  the  Moniteur  des  Intents  Matcriels , has  just 
published  a table  of  the  Government  loans  and  other  investments 
in  Europe  during  the  year  1874.  The  total  is  842  millions  of  dollars 
against  2,179  millions  in  1873  and  2,481  millions  in  1872.  It  thus 
appears  that  the  depression  which  is  so  conspicuous  here  is  not 
confined  to  this  country,  but  is  shared  very  extensively  by  the 
chief  commercial  nations  of  Europe.  In  Germany  the  total  invest- 
ments were,  in  1874,  59  millions  of  dollars  against  243  millions  in 
1873,  and  274  millions  in  1872.  As  to  the  investments  in  Great 
Britain  an  elaborate  statement  has  just  appeared  in  the  London 
Ttnus. 

During  last  year  the  capital  authorized  for  the  new  companies  or- 
ganized in  London  amounted  to  30^  millions  sterling,  of  which  20^ 
millions  had  been  offered  for  subscription,  and  on  which  tne 
deposits  payable  on  application  and  allotment  amount  to  5^  mill- 
ions. The  new  issue  of  capital  by  companies  previously  existing 
amounts  to  25  millions  sterling,  of  which  about  20  millions  has 
been  called  up.  The  foreign  loans  for  the  year  amount  to  29 
millions  sterling  of  nominal  capital,  of  which  about  15^  millions 
has  been  called  up.  The  capital  required  for  both  new  companies 
and  foreign  loans  has  been  considerably  less  than  in  the  two  pre- 
ceding years,  viz. : 

Capital  offered  by  New  issues  by  previously 

New  Companies.  existing  Companies . Foreign  Loans. 

1872 £44,181,000  ....  £31,886,635  ....  £227,781,825 

>»73  44,374,744  35.97,,°35  -•••  121,840,700 

I874 20,512,480  25,023,930  26,140,000 


The  following  shows  the  amounts  raised  for  new  undertakings : 


No.  0/ 
Companies. 

Capital 

authorized. 

Capital 

offered. 

Deposits. 

Manufacturing  and  Trading  81 

. . £ 10,080,000 

..£6,188,500 

..£2,263,900 

Railway 

8 

4,760,000 

. . 4,010,000 

707,50° 

Investment  

7 

4,685,000 

. . 2,929,480 

523,380 

Banking 

3 

3,000,000 

..  1,750,000 

250,000 

Colliery 

16 

1,960,000 

..  1,442,500 

-•  563.500 

Insurance  

4 

1,110,000 

555,000 

82,500 

Financial 

2 

1,100,000 

..  1,050,000 

270,000 

Mining 

754,000 

291,000 

147,000 

Shipping’ 

2 

700,000 

450,000 

102,500 

Water-works 

3 

630,000 

570,000 

155,000 

Telegraph 

2 

530,000 

480,000 

144,000 

Tramways 

200,000 

200,000 

40,000 

Gas 

3 

174,000 

124,000 

87,000 

Hotel 

10,000 

10,000 

5,000 

Miscellaneous 

5 

1,450,000 

462,000 

163,600 

Total 

123 

- - 30,838,0°° 

£20,51 2»48o 

• •^5.504.880 
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Of  the  20  millions  sterling  here  set  down  as  the  aggregate  of 
capital  offered  for  new  enterprises  last  year,  railway  construction 
absorbed  no  more  than  4 millions.  This  fact  illustrates  the  disre- 
pute into  which  new  railroad  schemes  have  fallen  in  the  European 
money  markets.  This  hostile  feeling  limits  itself  to  new  roads. 
The  old  well-known  railway  companies  were  offered  17  millions 
out  of  an  aggregate  of  25  millions.  This  is  shown  by  the  sub- 
joined details  of  the  new  capital  obtained  in  1874  by  previously 


existing  companies. 

Capital  Capital 

offered \ called  up. 

Railways £17, 184, 300  ....  £ 14*215*535 

Collieries 2,265,000  2,065,000 

Investment 2,000,000  1,450,000 

Manufacturing  and  Trading..  849,780  * 74^,7^° 

Gas 435,000  9liS°° 

Banking  270,000  .-...  45,000 

Financial 250,000  231,250 

Water 229,600  217,600 

Shipping 100,000  100,000 

Telegraph 100,000  90,000 

Insurance 90,000  90,000 

Mining 85,000  7»75° 

Miscellaneous 1,215,300  1,026,975 


Total £ 25,023,980  ....  ;£  20,377,360 

Foreign  Loans,  1874. 

A mount  oj 

Loan . Issued  price.  stock.  Fold  up. 

Belgian,  3 per  cent 75/4  £ 1 440,000  ,£1,087,200 

Canadian,  4 per  cent 90  4,000,000  3,600,000 

Hungarian,  o per  cent 91^  7,500,000  4, ^75, 000 

Ottoman,  5 per  cent 43)4  15,900,000  5,406,000 

Santa  Fe,  7 per  cent 92  300,000  276,000 


Total £29,140,000  £i5»244*200 

Returning  to  the  Moniieur,  we  find  an  elaborate  comparison  of 


the  general  destination  of  the  capital  raised  by  the  enormous  loans 
above  referred  to.  Thus  the  Government  loans  of  1874  are  set 
down  at  an  aggregate  of  317  millions  of  dollars  against  868  mill- 
ions in  1873.  Financial  institutions  absorbed  59  millions  in  1874 
against  349  in  1873,  while  railroads  and  manufacturing  companies 
absorbed  466  millions  in  1874  against  964  millions  in  1873. 
Remembering  that  several  of  the  recent  Government  loans  are 
destined  for  railroad  construction  and  for  other  industrial  expen- 
diture, while  the  Government  loans  of  previous  years  were  more 
for  war  purposes,  the  inference  is  suggested  that  last  year’s  invest- 
ments may  have  added  to  the  productive  powers  and  wealth- 
creating  mechanism  of  the  world  almost  as  much  as  the  larger 
sums  raised  in  previous  years.  This  inference  receives  some  cor- 
roboration from  the  fact  that  investments  of  1874  have  been 
directed  by  a spirit  of  conservatism  and  caution  resulting  from  the 
disappointments  and  mistakes  of  the  past.  Capital  has  become 
more  discriminating  and  has  invested  itself  with  better  prospects  of 
safety  and  of  lucrative  returns. 
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THE  MONETARY  SYSTEM  OF  BRAZIL. 

No.  III. 

The  Brazilian  exchange  on  London  in  1825  as  in  previous  years, 
was  51^,  and,  therefore,  it  may  be  reasonably  concluded  that  the  cir- 
culation up  to  that  year  more  or  less  maintained  its  credit,  the 
disappearance  of  the  precious  metals  from  the  provinces  dating 
only  from  1827,  when  false  copper  coin  began  to  make  its  appear- 
ance at  various  points  of  the  Empire.  Here  we  have  an  element 
which  combined  with  others  to  disturb  the  monetary  circulation, 
aggravating  the  depreciation  of  the  bank  paper,  which,  in  some  of 
the  provinces,  then  constituted  the  only  circulation. 

The  silver  coinage  disappearing  from  the  market,  where  the  irre- 
deemable notes  of  the  bank  circulated,  bequeathed  its  functions  to  the 
copper  coin  the  privileges  of  a real  agent  of  circulation.  Hence, 
under  this  condition  of  things  copper  began  to  enter  into  unlimited 
competition  with  the  paper  circulation,  at  first  in  individual  transac- 
tions, and  by  a fatal  acquiescence  on  the  part  of  the  Government  it 
was  soon  acknowledged  in  this  new  relation  in  the  payment  of  the 
taxes.  This  fact  being  thus  fixed  upon  the  public  mind,  which 
was  thus  thrown  off  its  guard  as  to  the  evils  which  it  might  in- 
duce, the  Government  resorted  to  the  disastrous  expedient  of  an 
issue  of  copper  coin  as  a legitimate  and  advantageous  means  of 
meeting  the  growing  necessities  of  the  Treasury,  thus  'escaping  the 
trouble  entailed  by  the  use  of  loaned  credit,  with  which  it  was 
burthened,  by  availing  of  the  bank  paper,  put  into  circulation  for 
that  purpose. 

This  coinage  of  copper  was  issued  at  four  times  its  real  value, 
and  proceeded  with  the  greatest  activity,  and  in  the  period  be- 
tween 1825  and  1830  alone  there  was  coined  at  the  mint  of  Rio 
de  Janeiro  the  sum  of  11,883,236  $ 280,  against  a total  of 
14,606,259  $ 735,  coined  from  1786  up  to  the  latter  year;  and  at 
the  mint  of  Bahia  the  sum  885,196  $480,  against  a total  of 
932,214  $100,  coined  from  1780.  There  is  no  information  as  to 
the  amount  coined  in  other  provinces.  In  conjunction  with  this 
powerful  element  of  depreciation  there  was  also  in  circulation  a 
great  quantity  of  false  copper  imported  from  abroad,  especially 
from  North  America,  as  appears  from  official  documents  of  the 
time. 

“ The  present  condition  of  the  circulating  medium,”  said  a Special 
Commission  charged  with  devising  the  means  of  its  improvement, 
and  named  by  the  Chamber  of  Deputies  at  the  extra  session  of 
1830,  “is  reduced,  as  is  known  by  all,  to  representative  elements, 
generally  depreciated,  but  in  different  degrees,  in  relation  to  real 
money  of  gold  and  silver,  with  the  exception  of  Pernambuco  and 
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Maranham  alone,  where  silver  appears  yet  to  dispute  (but  evidently 
beating  a fetreat)  the  field  of  circulation  invaded  by  copper.  To 
this  evil  is  added  another  yet  more  pernicious,  which  is  the 
fraudulent  introduction  into  our  markets  of  an  enormous  amount 
of  false  copper  coin,  especially  in  the  northern  provinces,  where 
foreign  speculation  and  the  immorality  of  some  of  our  own  ppople 
have  given  extraordinary  development  to  this  scandalous  abuse. 

“The  unusual  difference  of  exchange  between  this  market  and 
those  of  Europe,  and  the  irregularities  of  the  exchange  between 
the  provinces  of  the  Empire,  are  a natural  but  disastrous  effect  of 
the  miserable  condition  of  our  currency;  an  evil  this  certainly 
very  great  through  the  embarrassments  to  which  it  subjects  the 
Government  in  the  public  administration,  and  injurious  to  the 
interests  of  the  people,  which  are  exposed  to  continual  oscillation. 
Hence  it  arises  that  we  present  the  singiflar  and  melancholy 
spectacle  of  a nation  rich  in  resources,  a people  full  of  patriotism 
and  of  love  of  liberty,  and  a Government  reduced  to  the  verge 
of  bankruptcy,  through  the  want  of  a currency  of  general  credit 
in  all  parts  of  the  Empire.” 

The  commission  estimated  at  18,000,000  $ 000  the  copper  coin 
in  circulation,  viz. : 13,000,000  $ 000  coined  by  the  mint  of  Rio 

de  Janeiro,  2,000,000  $ 000  coined  by  Sao  Paulo,  Malto  Grosso 
and  Gayaz,  and  embracing  the  scrip  of  Bahia,  issued  against  her 
copper,  and  3,000,000  $ 000  of  false  copper  which  had  been  intro- 
duced into  the  country. 

The  statement  presented  to  the  Chambers  by  the  Minister  of 
Finance  on  *he  4th  June,  1831,  estimated  the  total  amount  of 
copper  coin  in  circulation  to  be  20,000,000  $000,  and  a later  state- 
ment, also  from  the  Treasury  Department,  of  April,  1833,  valued 
at  6,000,000  $ 000,  the  proportion  of  false  copper  in  circulation. 

The  depreciation  of  the  circulating  medium,  the  condition  of 
which  is  described  by  the  documents  we  have  cited,  is  revealed 
in  the  average  annual  exchange  of  25  %d.,  at  which  we  left  it 
in  1829,  declining  in  1830  to  the  annual  average  of  22J6,  touch- 
ing in  April,  1831,  its  extreme  depression  of  21  or  even  20,  ac- 
cording to  some  of  the  commercial  statistics  of  that  year. 

A great  political  movement  culminated,  as  is  well  known,  in 
that  year  in  a generous  and  magnanimous  solution — the  abdica- 
tion of  Dom  Pedro  the  First — which  could  not  fail  to  place  in 
bold  relief  all  the  evils  which  affected  the  interests  of  the  people, 
and  to  disturb  the  natural  and  regular  course  of  trade  and  in- 
dustry. 

After  1831,  the  exchange  presented  some  improvement,  and  its 
annual  average  for  that  year  was  25^.  “The  marked  rise  of  the 
exchange,”  said  the  Minister  of  Finance  to  the  Chambers  in  1832, 
“assures  us  of  the  near  approach  of  a season  of  prosperity.  Al- 
ready the  remittances  for  the  payment  of  interest  on  our  foreign 
debt  cost  us  60  per  cent,  less  than  they  did  when  the  exchange 
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was  at  22 d. ; already  the  precious  metals  have  fallen  from  the 
high  premium  they  had  attained,  to  a point  which  holds  out  some 
encouragement  to  attempt  the  improvement  of  our  currency.” 

The  same  minister  solicited  from  the  Chambers,  in  favor  of  the 
currency,  and  in  the  name  of  the  country,  a heroic  resolution. 
“ Two  different  representative  moneys,  but  both  equally  depreciated,” 
urged  that  eminent  statesman,  “ paper  and  copper,  constitute  the 
medium  of  exchange  for  commercial  transactions  in  the  markets  of 
Brazil.  One  is  inconvertible,  has  a forced  circulation,  an  uncertain 
redemption,  and  is  confined  to  the  prpvince  of  Rio  de  Janeiro; 
the  other  has  a nominal  value  four  times  its  intrinsic  value  and 
circulates  in  the  whole  Empire.  Hence  results  a necessary  fluc- 
tuation in  prices,  and  from  this  fluctuation  an  incalculable  injury 
not  only  to  the  State  but  to  private  individuals;  an  exchange 
without  any  equilibrium  between  this  market  and  those  of  Europe, 
and  between  this  and  the  provinces ; an  oscillation  of  fortunes, 
an  apathy  in  trade,  a paralysis  of  agriculture,  a barrier  to  in- 
dustry, a fatal  distrust  of  the  public  credit,  and  a general  discon- 
tent among  all  the  productive  classes.” 

One  of  the  gravest  and  most  important  questions  of  that  time 
was  in  truth  that  of  the  currency.  It  occupied  the  attention  of 
the  Government,  of  the  Chambers,  and  of  the  commercial  classes 
generally,  whose  interests  were  so  much  affected  by  it.  The  com- 
mercial reports  of  that  period,  and  the  private  correspondence  of 
merchants,  attest  the  anxiety  with  which  energetic  measures  were 
anticipated  for  the  improvement  of  the  currency.  “ One  thing  is 
evident,”  said  one  of  the  commercial  newspapers,  “ until  the 
money  system  shall  be  placed  on  a more  solid  basis,  we  shall 
continue  to  see  sudden  and  great  fluctuations,  not  only  in  the 
exchange  but  in  the  market  in  general.” 

Amongst  the  measures  which  were  adopted,  with  this  view,  the 
most  prominent  was  the  appointment  of  a commission  in  January, 
1833,  t0  examine  the  subject,  and  the  calling  of  an  extra  session 
of  the  General  Assembly  for  April  of  that  year,  in  consideration 
of  the  necessity  of  legislative  action  to  arrest  the  evils  caused  by 
the  copper  circulation,  and  especially  by  its  being  counterfeited. 

The  Minister  of  Finance,  upon  the  report  of  the  Commission, 
proposed  to  the  Chambers,  as  the  first  remedy  to  be  adopted,  to 
subject  the  currency  to  a legal  standard  of  value,  which  should 
offer  a guarantee  against  the  alarming  fluctuations  which  had  so 
frequently  occurred,  fixing  the  value  of  the  6 $ 400  piece  at  10  $, 
whence  would  result  a sterling  par  of  43  1-5  pence  per  milreis; 
to  make  all  gold  and  silver,  whether  Brazilian  or  foreign,  a legal 
tender  at  rates  to  be  determined  by  the  Government,  in  proportion 
to  the  established  standard,  until  the  money  system  should  be 
reorganized ; to  limit  payments  in  copper  to  1 $ 000,  so  as  to 
reduce  it  to  the  office  of. small  change;  and  to  retire  the  copper 
coin  up  to  a certain  point  by  means  of  the  issue  of  scrip,  in  order 
to  invite  the  return  of  the  precious  metals. 
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The  Chambers,  as  is  known,  and  by  law  of  8th  October,  1833, 
adopted  the  fundamental  principles  of  the  proposition  of  the  Gov- 
ernment. They  fixed  the  standard  of  value,  assigning  to  the  octava 
of  gold  of  22  carats  the  nominal  value  of  2 $ 500,  and  resting  the 
legal  value  of  all  gold  and  silver  coins,  whether  Brazilian  or  foreign, 
upon  this  standard;  and  by  another  law  circumscribed  the  copper 
circulation  to  the  office  of  small  change,  whether  in  the  payment 
of  public  dues  or  in  private  transactions,  limiting  the  obligatory 
acceptance  of  this  coin  to  1 $ 000  in  any  transaction,  save  where 
there  might  be  an  express  contract  to  the  contrary. 

This  law  having  been  sanctioned,  the  Government  felt  that  to 
carry  out  fully  the  views  of  the  Legislative  body,  it  was  necessary 
to  put  it  into  immediate  execution,  taking  such  steps  as  to  secure 
the  withdrawal  of  the  copper  simultaneously  in  all  the  provinces, 
within  the  shortest  possible  time,  and  using  every  precaution  to 
guard  against  fraud  in  any  form;  thus,  with  this  view,  and  con- 
sidering the  delay  that  attended  the  preparation  of  the  scrip,  it  was 
necessary  to  adopt  the  system  of  giving  scrip  for  one-half  of  the 
copper  called  in,  and  certificates,*  clothed  with  a conditional  circu- 
lation, entitling  the  holder  to  scrip  for  the  other  half. 

In  view  of  these  measures  of  the  Chambers  and  of  the  Govern- 
ment for  the  improvement  of  the  currency,  it  might  have  been 
expected,  as  a necessary  consequence,  that,  the  circulation  of  the 
paper  currency  being  generalized  throughout  the  Empire,  and  the 
obligatory  receipt  of  copper  reduced  to  1 $ 000  in  any  one  trans- 
action, the  value  of  the  paper,  there  being  no  further  issues,  would 
have  gradually  improved  by  virtue  of  the  natural  and  progressive 
increase  of  trade,  until  it  should  reach  the  standard  of  value,  and 
establish  an  exchange  between  Brazil  and  London,  the  general 
market  of  the  world,  in  the  relation  of  1 $ 000  to  43  1-5  pence 
sterling. 

This,  however,  did  not  occur.  All  the  measures  taken  to  secure 
this  object  failed,  and  the  sacrifice  of  the  National  credit  was 
utterly  useless.  From  this  date  on,  the  tendency  of  the  exchange 
was  downwards,  with  slight  exceptions  of  temporary  improve- 
ment. 

Up  to  1836  it  is  true  that  the  exchange  maintained  some  firm- 
ness, with  more  or  less  improvement.  Taking,  as  a basis,  the  course 
between  the  Rio  market  and  that  of  London,  which  was  admissible 
because  of  the  generalization  of  the  paper  currency  throughout  the 
Empire,  it  will  be  observed  that  it  ruled  from  1833  to  1836  at 
about  40  pence  per  milreis.  From  this  latter  year,  however,  it 
commenced  a continuous  decline  to  the  end  of  1838. 

The  law  of  the  6th  October,  1835,  had  directed  the  substitution 
by  notes  to  be  issued,  under  the  decree  of  the  1st  June,  1833,  of: 

1 st.  The  notes  of  the  extinct  Bank  of  Brazil. 

2d.  The  old  Bahia  scrip. 

3d.  The  scrip  issued  in  exchange  for  copper  coin. 
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4th.  The  certificates  of  whatever  nature  which  had  been  issued 
in  lieu  of  scrip. 

By  this  law  the  nation  recognized  as  a public  debt  the  value 
of  the  notes  which  might  be  issued  under  its  provisions,  and 
bound  itself  to  their  certain  redemption,  the  Legislature  appropri- 
ating the  necessary  funds. 

These  notes  ^ere  to  have  a general  circulation  in  all  parts  of 
the  Empire,  and  were  made  a legal  tender  in  all  payments,  whether 
for  public  dues  or  in  private  transactions. 

The  law,  at  the  same  time,  provided  for  the  exchange  of  the 
copper  coin  which  was  still  in  circulation,  which  was  to  be  pre- 
sented at  certain  Government  stations,  in  conformity  with  the  first 
article  of  the  law  of  3d  October,  1833,  where,  not  bfing  found 
false,  it  would  be  paid  for  in  notes,  with  an  abatement  of  five  per 
cent,  or  one-half  in  copper  coin,  restamped  at  one-half  of  its 
nominal  value.  The  copper  found  to  be  false  was  ordered  to  be 
cut  in  half  and  returned  to  those  taking  it  in  for  exchange. 

The  time  limited  for  the  exchange  of  the  copper  coin  expired, 
that  only  which  was  restamped  should  be  a legal  tender,  and  this 
only  to  the  extent  of  1 $ 000  in  any  one  transaction ; all  legal  re- 
course being  denied  for  the  enforcement  of  contracts  stipulating 
for  payment  in  copper  for  any  sum  exceeding  i$ooo. 


THE  ADVANCE  IN  THE  WAGES  OF  LABOR. # 

[Abridged  from  Work  and  Wages  by  Thomas  Brassey.J 

The  demand  for  a larger  share  in  the  intellectual  enjoyments  of 
life  is  a necessary  result  of  the  diffusion  of  education  among  the 
masses  of  the  people.  But  the  workmen  must  recognize  the 
necessity  of  developing  to  the  utmost  *their  energy  and  their  skill, 
in  order  to  justify  a demand  for  diminished  hours  of  labor  in  an 
industry  in  which  the  profits  of  the  employers  are  already  so 
moderate  that  they  cannot  be  further  reduced  without  altogether 
preventing  the  investment  of  the  capital  in  the  business. 

The  statement  has  been  widely  circulated  and  largely  accepted 
by  the  public,  that  there  has  been  a greater  advance  in  the  wages 
of  operatives  in  recent  years  in  England  than  in  the  corresponding 
period  abroad.  If  it  were  true  that  the  workmen  in  union  pos- 
sessed a great  power  which  they  could  not  exercise  without  the 
aid  of  their  trade  combinations,  the  development  of  these  societies 
would  become  a question  of  the  utmost  gravity  to  the  commercial 
interests  of  the  country.  I have,  therefore,  thought  it  most  impor- 
tant to  ascertain  how  far  the  statements  which  have  gained  cre- 
dence are  justified  by  facts.  For  the  purpose  of  elucidating  this 
portion  of  the  subject  under  discussion,  I have  obtained  tabular 
statements  extending  over  the  last  ten  years,  and  showing  the 
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comparative  rate  of  wages  in  several  important  manufacturing 
establishments  in  Great  Britain,  in  which  many  of  the  workmen 
employed  belonged  to  the  much  dreaded  Trades  Unions.  Full 
and  accurate  information  on  the  actual  rate  and  progressive  in- 
crease of  wages  abroad,  where  Trades  Unions  until  very  recently 
did  not  exist,  is  contained  in  the  reports  from  abroad  on  these 
subjects  which  were  made  to  Lord  Stanley  by  the  Secretaries 
of  Embassy  and  Legation.  I will  begin  by  stating  how  the  case 
stands  as  regards  the  engineering  trade  in  England.  In  this  trade, 
since  1852,  there  has  been  no  augmentation  until  quite  recently 
in  the  wages  earned  by  the  operatives.  The  reason  is  plain. 
The  rate  of  wages  in  England  is  limited  by  the  necessity  of  com- 
petition with  the  foreign  manufacturers.  Employers  in  England, 
as  elsewhere,  only  employ  labor  on  the  assumption  that  they  can 
realize  a profit  by  their  business;  and  in  the  engineering  trade,  in 
consequence  of  the  impossibility  of  increasing  the  cost  of  produc- 
tion without  losing  our  trade  in  the  neutral  markets,  it  has  not 
until  lately  been  possible  to  make  an  advance  of  wages.  On  the 
other  hand,  the  active  competition  between  the  numerous  body  of 
manufacturers  in  the  country  has  reduced  profits  to  a rate  so 
moderate  that,  if  it  were  to  be  further  reduced,  the  trade  would 
no  longer  offer  any  inducement  for  the  investment  of  capital.  I 
give  in  a tabular  form  a statement  of  the  wages  at  the  Canada 
Works  at  Birkenhead,  since  the  formation  of  that  establishment. 

The  average  number  of  workmen  on  the  books  is  600;  a suffi-  • 
cient  number  to  afford  a fair  opportunity  of  testing  the  average 
w£ges  in  the  mechanical  trades  throughout  the  country.  It  will  be 
seen,  on  examination  of  the  table,  that  there  has  been  no  appre- 
ciable improvement  in  the  rates  of  pay  in  regent  years. 

Average  Rates  of  Wages  Paid  to  Skilled  Workmen  at  the 
Canada  Works,  Birkenhead. 

1869.  1868.  ^867.  1866.  1865.  1864.  1863.  1862.  1861.  i860. 


x.  d.  j.  d.  x.  d.  x.  d.  x.  d.  x.  d,  x.  d.  x.  d.  x.  d.  x.  d.  . 

Fitters 30  o . . 31  o . . 3*  6 . . 31  o . . 38  1 . . 28  o . . a8  o . . 27  jo  . . 27  o . . 27  6 

Turners 29  4 ..  30  o . . 31  o . . 31  6 . . 31  5 . . 31  6 . . 31  6 . . 32  o . . 31  6 . . 32  0 

Coppersmiths,  etc.  30  9 . . 32  o . . 32  o . . 32  6 . . 31  7 . . 31  6 . . 28  1 . . 28  6 , . 29  6 . . 31  o 

Grinders 23  o . . 26  6 . . 32  o . . 28  6 . . 32  o . . 27  6 . . 27  6 . . 27  o . . 25  6 . . 26  o 

Smiths 30  o . . 31  6 . . 32  9 . . 31  9 . . 30  3 v 30  6 . . 31  o . . 29  6 . . 30  o . . 30  3 

Boiler  Smiths 36  o . . 36  o . . 37  o . . 36  o . . 34  6 . . 33  o . . 33  o . . 32  6 . . 33  o . . 33  8 

Bricklayers. 34  o . . 34  o . . 34  o . . 34  o . . 34  o . . 34  o . . 34  o . . 34  o . . 34  o . . 34  ° 

Saddlers,  etc 26  o . . 25  o . . 24  o . . 24  o . . 25  6 . . 27  o . . 27  o . . 27  o . . 27  o . 27  0 

Forgemen. 32  6 . . 32  6 . . 33  o . . 32  9 . . 33  o . . 34  6 . . 35  o . 35  6 . . 36  o . . 33  o 

Painters 23  o . . 24  o . . 24  6 . . 27  6 . . 26  6 . . 25  8 . . 25  6 . . 25  6 . . 26  o . . 27  o 

Moulders 31  6 . . 34  a . . 34  6 . . 32  9 . . 33  o . . 33  o . . 32  6 . . 32  o . . 32  6 . . 31  6 

Joiners,  etc 30  o . . 30  9 . . 31  4 . . 30  6 . . 30  or . . 29  o . . 29  6 . . 29  6 . . 30  o . . 29  6 

Boilermakers 22  o . . 32  o . . 33  o . . 34  2 . . 31  9 . . 31  3 . . 31  6 . . 31  o . . 31  6 . . 31  o 


Again,  the  experience  of  the  same  establishment  is  equally  con- 
clusive in  proof  of  the  opinion  that  the  rate  of  w'ages  is  regulated 
of  necessity  by  the  ratio  between  the  supply  of  labor  and  the 
demand;  and  that  when  the  supply  exceeds  the  demand,  wages 
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must  inevitably  fall,  if  the  depression  in  trade  is  long  protracted. 
During  the  contraction  of  trade  consequent  upon  the  late  financial 
crisis,  the  price  of  piece-work  had  been  reduced  at  the  Canada 
Works  sufficiently  to  allow  of  the  construction  of  locomotives  and 
bridge  work  at  a cheaper  rate  than  at  any  time  during  the  last 
fifteen  years;  thus  fully  confirming  the  opinion  that  Trades  Unions 
can  never  succeed  in  advancing  wages,  except  when  the  prospects 
of  trade  are  favorable. 

On  the  other  hand,  the  advanced  rate  of  wages  abroad  proves 
that,  through  the  development  of  manufacturing  industry,  the  wages 
of  the  working  classes  have  risen  more  rapidly  than  in  any  branch 
of  industry  in  this  country.  The  rise  of  wages  abroad  is  mainly 
caused  by  increased  demand  for  labor;  but  it  is  partly  due  to  the 
augmented  cost  of  living. 

In  France,  Belgium,  and  Prussia,  the.  three  great  competing 
countries  with  England,  prices  are  from  twenty  to  thirty  per  cent, 
dearer  than  twenty  years  ago;  and  this  increase  in  the  cost  of 
living  tells  immediately  upon  the  price  of  all  l^J>or,  especially  of 
common  or  unskilled  labor.  In  France,  twenty  years  ago,  laborers 
were  content  to  work  for  is.  6 d.  a day.  At  the  present  time,  from 
2s.  2 d.  to  2 s.  \d.  is  the  ordinary  rate  of  pay.  Mr.  Fane  says,  in 
his  report  to  Lord  Stanley,  that  “ the  general  rate  of  money  wages 
in  France  has  increased  about  forty  per  cent,  in  the  last  fifteen 
years,  in  those  industries  which  compete  with  foreigners  in  tJle 
neutral  markets.  This  rise  in  the  money  wages  has  been  accom- 
panied by  a considerable  rise  in  the  price  of  food  and  clothing; 
still,  the  relative  proportions  in  which  money  wages  and  the  price 
of  commodities  have  risen,  leave  a margin  in  favor  of. the  former.” 

Mr.  Wells  attributes  the  rise  in  the  price  of  agricultural  labor  in 
France  and  Germany  to  the  -drain  which  is  constantly  taking  place 
from  the  rural  districts  into  the  towns.  The  increase  of  manufac- 
turing industry  has  caused  much  embarrassment  to  agriculture,  and 
a further  supply  of  labor  from  the  same  source  can  only  be  ob- 
tained by  the  payment  of  higher  wages. 

There  cannot  be  a doubt  that  the  same  observation  is  equally 
applicable  to  many  parts  of  England  at  the  present  time. 

In  the  famous  engine-building  establishment  at  Creuzot,  in  France, 
founded  many  years  agoi>y  Mr.  Manby,  10,000  persons  are  now  em- 
ployed, and  the  annual  expenditure  in  wages  amounts  to  .£400,000. 
Mechanics  were  paid,  when  the  establishment  was  first  created,  at 
the  rate  of  2 y2  francs  a day.  At  the  present  time  none  receive 
less  than  5 francs  a day.  Between  1850  and  1866,  the  mean  rate 
advanced  from  2 s.  to  2 s.  n d.  per  head,  or  thirty-eight  per  cent., 
and  some  men  earned  from  6s.  Sd.  to  Ss,.^d.  per  day.  In  addition 
to  their  money  wages,  great  facilities  are  given  to  the  work-people, 
at  the  expense  of  the  proprietors,  for  feeding,  clothing,  and  edu- 
cating themselves  and  their  families;  700  families  of  the  operatives 
are  lodged  by  the  Company  at  fifty  per  cent,  below  the  normal 
rate  of  house  rent,  and  700  gardens  are  let  at  the  nominal  rent  of 
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2 francs  per  annum.  Compare  what  has  occurred  in  this  country 
with  what  has  taken  place  at  MM.  Schneider’s,  at  Creuzot,  and  it 
will  be  clearly  proved,  as  I think,  how  small  is  the  power  of  a 
Trades  Union  in  comparison  with  the  natural  effects  of  an  increas- 
ing trade  and  increasing  competition  among  masters  for  the  supply 
of  labor. 

At  MM.  Schneider’s,  without  the  assistance  of  a Trades  Union, 
the  working-people  have  obtained,  during  the  last  seventeen  years, 
an  augmentation  of  wages  of  thirty-eight  per  cent.  In  England,  in 
the  corresponding  period,  the  most  powerful  of  all  the  Trade 
Societies,  with  an  accumulated  fund  of  £ 149,000,  has  found  it 
impossible  to  secure  any  increase  in  the  earnings  of  its  members. 

I shall  next  refer  to  the  case  of  the  tailoring  trades.  At  the 
military  clothing  establishment  of  M.  Dusautoy,  in  Paris,  there  are 
3,300  persons  employed,  800  of  them  being  men,  2,000  women, 
and  500  children.  The  amount  of  wages  paid  in  1866  amounted 
to  jQ  100,000  in  the  year.  The  daily  wages  for  men  ranged  from 
3s.  4 d.  to  8s.  ; while  in  London  the  rate  is  stated  by  Professor 

Levi,  in  his  essay  on  the  wages  and  earnings  of  the  working 
classes,  to  be  from  45-.  to  7 s.  At  M.  Dusautoy’s,  women  earn  from 
2*4  to  4 francs  a day.  In  London  the  wages  of  girls  are  is.,  and 
of  women  employed  as  seamstresses  from  2 s.  to  2 s.  6 (f.  a day. 

^The  children  at  M.  Dusautoy’s  earn  from  1 to  2 francs  a day. 
In  London  their  wages  would  be  about  is. 

In  France  machine  tools  are  made  to  the  value  of  2,000,000  of 
francs  annually;  but,  though  the  raw  materials  used  are  much 
cheaper  since  the  negotiation  of  the  Treaty  of  Commerce  with  this 
country,  the  selling  price  continues  the  same,  owing  to  the  increas- 
ing dearness  of  labor. 

In  Italy  since  1861  wages  have  risen  considerably,  in  some 
trades  to  the  extent  of  thirty  to  fifty  per  cent.  It  has  been  stated 
that  in  Sicily,  since  i860,  the  pay  of  the  working  classes  has 
doubled.  A field  laborer  in  that  island  now  earns  from  is.  4 d.  to 
2 s.  8d.  a day.  In  Lower  Silesia  the  rates  of  wages  have  doubled 
generally  within  the  memory  of  the  older  workmen.  At  the  great 
zinc  works  known  as  the  Vielle  Montagne  near  Liege,  where 
6,500  hands  are  employed,  in  twelve  years  the  wages  have  in- 
creased forty-five  per  cent.  It  is  therefore  clear  that  the  difficul- 
ties of  the  labor  question  are  likely  to  be  felt  quite  severely  on  the 
Continent  of  Europe,  and  that  they  will  hereafter  increase  in  pro- 
portion to  the  increase  of  Continental  production. 

Whatever  may  be  the  fluctuations  of  wages  in  the  immediate 
future,  we  cannot  doubt  that  it  was  better  for  the  working  man 
that  economy  should  be  obtained  by  improvements  in  mechanism 
and  in  methods  of  working,  than  by  constant  reductions  of  wages. 

M.  Michel  Chevalier  truly  says  that  machinery  can  alone  enable 
dear  labor  to  compete  with  cheap  labor,  and  that  England,  which 
makes  57  per  cent,  of  the  textile  fabrics  of  Europe,  owes  her 
superiority  in  great  part  to  the  extensive  use  of  machinery. 
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The  great  panic  of  1866  in  England  elicited  a number  of  graphic 
sketches  in  the  journals  of  the  day,  exposing  the  tactics  of  the 
speculators  who  worked  so  industriously  to  bring  on  that  revulsion 
and  to  enhance  its  effects  for  purposes  of  gain.  Among  the  papers 
thus  published  we  find  the  following  sketch,  which  was  evidently 
written  by  a man  well  acquainted  with  the  habits  of  the  “bears” 
at  the  Stock  Exchange.  We  omit  or  abridge  some  unimportant 
details.  There  is  much  in  the  paper  to  remind  the  reader  of  the 
maneuvres  of  our  own  cliques  in  Wall  street: 

It  appeared  that,  like  everybody  in  the  monetary  world,  Mr.  Ursa, 
and  his  friends,  believed  a serious  reaction  had  taken  place  in  public 
opinion  with  respect  to  joint-stock  companies  and  joint-stock  shares, 
and  that,  although  nearly  all  the  weaker  of  these  institutions  had 
fallen  greatly  in  price,  it  was  fully  expected,  as  time  went  on,  the 
value  of  all  such  investments  would  be  still  lower.  To  hasten  this 
fall  of  prices  in  shares,  and  to  bring  down  even  those  of  the  more 
respectable  establishments,  was  the  object  of  the  clique  to  which  I 
had  been  introduced,  only  that  instead  of  working  quite  independ- 
ently, each  one  was  to  help  the  other;  and  thus,  as  there  is 
strength  in  union,  our  common  object  would  be  all  the  more 
surely  attained.  Not  that  there  was  anything  like  community  of 
funds  amongst  us,  or  that  if  one  of  us  made  a good  hit  the  others 
were  certain  to  profit  by  it.  Each  member  of  our  confederacy 
worked  for  and  used  what  money  he  could  command  for  himself 
alone,  and  for  his  own  speculations;  but  it  was  in  the  getting  up 
reports,  in  conveying  intelligence  from  one  to  the  other,  and,  in 
short,  by  helping  each  other  to  “bear”  the  share  market,  that  we 
were  to  assist  one  another,  as  I shall  explain  more  fully  presently. 
Thus,  although  no  one  was  admitted  in  our  confraternity  unless  he 
had  some  means  with  which  to  work,  those  means  were  entirely 
under  his  own  control.  If  he  lost  money,  the  loss  was  his;  if  he 
gained,  his  were  the  profits.  “Talent,  money,  and  mutual  help,” 
said  Mr.  Ursa,  as  he  explained  the  object  of  our  confederacy  to 
me,  “ will , make  our  fortunes  in  the  crisis  which  is  coming,  and 
which  we  shall  help,  with  others,  to  bring  about,  if  we  have  only 
the  pluck  not  to  be  frightened  by  scarecrows.” 

There  was  one  peculiarity  connected  with  our  way  of  working, 
which  differed  materially  from  any  other  scheme  for  “ bearing  ” the 
market  that  I have  yet  heard  of.  With  respect  to  small  insigni- 
ficant concerns,  we  were  content  with  crying  them  down  in  general 
terms,  and  taking  our  chance  of  selling  them  at  a higher  price 
than  we  bought  them  for,  in  order  to  make  money.  But  not  so 
with  larger  or  better  known  companies.  With  such  we  settled 
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down  upon  one  or  two  institutions  at  a time,  and  did  our  best  to 
hunt  them  to  death,  no  matter  how  sound  they  were.  Thus,  at 
the  time  I joined  the  confederacy,  there  was  a certain  joint-stock 
bank  whose  shares  stood  at  thirty  to  forty  premium,  and  which  we 
had  agreed  amongst  ourselves  should  be  brought  very  much  lower, 
so  as  to  enable  us,  or  such  amongst  us  as  diked  to  speculate  in 
them,  to  make  a splendid  profit.  Having  first  sold  some  five  or 
six  hundred  of  these  shares  at  the  price  of  the  day,  which  was 
thirty-two  premium,  we  began  to  look  about  us  so  as  to  bring 
down  their  value.  To  the  uninitiated  it  may  be  necessary  to  ex- 
plain that  this  selling  of  shares  on  the  Stock  Exchange  does  nof 
at  all  necessitate  that  the  seller  should  have  in  his  possession  what 
he  sells.  The  sale  is  always  made  for  delivery  at  a future  day, 
and  even  at  that  time  it  is  very  rare  the  shares  themselves  are 
delivered,  but  merely  the  difference  of  price  between  the  quotations 
on  the  day  the  shares  were  sold  and  that  on  which  they  are  de- 
livered. Or,  to  be  more  explicit,  let  us  suppose  that  on  the  1st 
of  March  Mr.  Smith  sells  a hundred  bank  shares,  at  jQ  14  premium. 
Smith  has  not,  and  never  had,  these  hundred  shares,  but  he  is 
bound  to  deliver  them  on  a given  day,  say  the  14th  of  the  same 
month.  If  he  can,  in  the  meantime,  procure  these  shares  at  say 
jQio  premium,  he  will  be  the  gainer  of  ^4  per  share,  or  make 
^400  without  putting  his  hand  in  his  pocket.  But  if,  on  the 
other  .hand,  the  value  of  these  shares  rise  in  the  interval,  and 
Smith  cannot  buy  them  for  less  than  say  jQ  18  premium,  it  is  very 
easy  to  see  that  he  will  be  a loser  to  the  amount  of  jQ  4 per 
share,  or  ^£400  on  the  transaction.  It  being,  therefore,  Smith’s 
interest  to  procure  these  shares  as  low  as  possible,  he  does  his 
best  to  run  down  their  value,  and  this  is  called,  in  Stock  Exchange 
slang,  “ bearing”  the  market,  and  Smith  is  called  a “bear,”  be- 
cause he  wants  to  bring  down  the  value  of  shares.  “ But  this  is 
nothing  more  than  gambling,”  will  exclaim  the  uninitiated  reader 
who  peruses  this  simple  explanation  of  the  verb  “ to  bear,”  and  of 
the  substantive  “bear,”  in  the  Stock  Exchange  meaning  of  the 
, word.  So  it  is,  my  friend;  and  if  you  and  I were  to  sit  down  to 
any  little  game  half  so  risky,  and  keep  a table  at  which  any  re- 
spectable gentleman  so  inclined  could  stake  his  5 or  jQ  10  note, 
it  is  more  than  probable  that  we  should  have  a public  interview 
with  that  worthy  magistrate,  Mr.  Knox,  of  Marlborough  street. 
But  it  seems  that  there  are  different  laws  for  the  East  and  the 
West  of  London,  and  that  what  is  a misdemeanor  in  St.  James’s 
is  allowable  in  the  City. 

Our  association,  then,  was  nothing  more  than  a combination  to 
bear  ” the  share  market  in  general,  and  certain  companies,  which 
we  fixed  upon  as  our  victims,  in  particular.  The  way  in  which 
we  worked,  and  the  results  of  our  operations,  will  be  seen  in  the 
course  of  this  narrative. 

Although  the  confederacy  which  I had  joined  was  not  yet  com- 
plete in  numbers — that  is,  we  were  anxious  to  have  more  members 
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to  work  together,  and  consequently  a greater  amount  of  money 
power  boring,  as  it  were,  in  the  same  direction — this  did  not  hin- 
der us  from  entering  into  any  speculations  which  we  thought  would 
pay,  provided  we  worked  in  the  direction  of  “ bearing  ” the  market. 
As  I mentioned  before,  a certain  joint-stock  bank  had  been  selected 
as  one  of  our  first  victims,  and  to  hound  down  this  institution  was 
at  present  the  chief  object  of  our  combined  efforts.  Nor  did  the 
share  which  I took  in  this  transaction  prove  a bad  speculation  for 
me;  although,  not  feeling  just  at  first  very  confident  in  my  asso- 
ciates, I was  very  cautious  in  my  operations,  wishing  to  see  my 
way  more  clearly  before  I embarked  further  in  my  ventures.  I 
should  not  forget  to  mention  that,  amongst  other  rules  we  had 
formed  for  our  guidance,  three  were  very  imperative.  First,  that 
in  all  settling  or  other  monetary  transactions,  we  were  to  be  in- 
dividually— for  we  never  worked  collectively — extremely  punctual 
in  our  payments ; secondly,  that  we  were  never  to  employ  any  but 
well-known  stock-brokers;  thirdly,  that  we  were  not  to  keep  our 
accounts  in  any  but  the  most  respectable  banking  establishments. 
To  these  stipulations  I at  once  agreed,  knowing  that,  all  over  the 
world,  but  more  especially  in  the  city  of  London,  no  one  can  win 
at  the  game  of — shall  I call  it  “ speculation  ” ? — unless  he  has  all 
the  outward  and  visible  signs  of  a “most  respectable  man.” 

My  first  monetary  venture,  after  joining  Mr.  Ursa  and  his 
friends,  gave  me  a net  profit  of  a thousand  pounds  in  the  course 
of  a fortnight.  I sold  two  hundred  shares  in  the  bank  which  we 
had  resolved  to  “pepper”  at  the  current  price  of  the  day,  which 
was  10  premium.  These  shares  were  to  be  delivered  at  the  next 
settling  day,  and  of  course  it  was  my  interest  that  I should  be 
able  to  buy  them  before  that  time  at  a lower  price  than  I had  to 
receive  for  them.  For  one  or  two  speculators  to  attempt  to  run 
down  the  shares  of  any  well-established  company  with  any  chance 
of  success  would  be  next  to  impossible ; but  when  half  a dozen  or 
more  are  banded  together  for  the  purpose,  the  operation  is  by  no 
means  difficult.  My  confederates  were  all  interested  in  the  same 
way,  and  all  worked  in  the  same  interest.  For  the  present,  how- 
ever, it  did  not  suit  us  that  the  fall  in  these  bank  shares  should 
be  too  sudden,  and  we  had  therefore  agreed  amongst  ourselves 
not  to  attempt  to  lower  them  more  than  three  or  four  pounds  be- 
fore the  next  settling  day.  Had  we  been  more  rash  and  less  cau- 
tious, we  should,  no  doubt,  have  frustrated,  in  a great  measure, 
our  own  plans.  Besides,  we  looked  beyond  this  first  fall  in  the 
value  of  the  shares,  as  will  be  seen  in  the  account  of  our  future 
transactions. 

Although  many  hands  make  light  work,  we  confederates  could 
not  afford  to  be  idle,  if  we  hoped  to  succeed  in  bringing  down  the 
shares  of  this  bank  within  the  time  we  had  proposed.  My  part  of 
the  labor  was  not  very  onerous.  It  consisted  chiefly  in  going 
about  from  broker  to  broker,  as  well  as  to  all  the  chief  “financial 
agents”  with  whom  I was  acquainted,  and  lamenting  that  a few 
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shares  which  I said  that  I held  as  a bond  fide  investment  in  the 
bank  were  likely  to  prove  a bad  speculation,  as  I heard  that  the 
establishment  had  lost  very  heavily  indeed  by  some  most  indiscreet 
advances  upon  cotton,  the  price  of  which  was  going  down  every 
day.  The  story  I made  out  was,  that  the  bank  had  advanced 
very  large  sums  of  money  to  sundry  cotton  houses,  without  leaving 
a sufficient  margin  in  case  of  any  depreciation  in  the  prices.  My 
tale  was  all  the  more  dangerous,  as  it  had  a foundation  of  truth, 
only  that  instead  of  jQ  300,000,  as  I gave  out,  it  risked  to  lose 
about  a . sixth  of  that  sum.  I did  not  calculate  upon  the  story 
being  more  than  half  believed;  but  even  this  would  be  sufficient 
to  introduce  the  small  end  of  the  wedge,  and  accordingly  I was 
rewarded  for  my  trouble,  after  a day  or  two  of  indefatigable  but 
judicious  work,  to  read  in  the  money  article  of  the  Times  that  the 
shares  of  the  bank  had  receded  in  value  jQ  1.  Here  was  the  first 
step  gained.  A day  or  two  later,  the  shares  of  the  bank  being 
then  quoted  at  jQ  9 premium,  four  of  my  confederates — Mr.  Smart, 
Mr.  Edwards,  Mr.  Ursa,  Mr.  Rumford — and  myself,  went  by  agree- 
ment at  the  same  time  to  five  different  brokers,  and  requested  them 
to  sell  at  once  for  whatever  could  be  got  for  them  certain  shares 
in  the  bank,  each  one  offering  only  a small  number.  Coming  as 
the  blow  did  from  several  quarters  at  once,  and  being  struck  as 
it  was  directly  after  the  reports  which  had  got  abroad  concerning 
the  losses  of  the  bank,  it  could  hardly  fail  to  have  some  effect. 
And  accordingly  the  shares  in  the  concern  were  reported  that 
evening  as  having  given  way  a further  ioi-.  each,  followed  the  next 
day  by  a still  further  decline  of  jQ  1.  In  all,  the  value  of  the 
shares  had  been  brought  down  jQ  2 10s.  within  three  or  four  days. 
All  this  time  we  worked  the  oracle  steadily  in  every  direction,  cir- 
culating most  industriously  reports  detrimental  to  the  bank,  and  to 
every  other  kind  of  undertaking.  We  were  so  far  favored  in  our 
designs,  that  the  money  market  was  really  in  a bad  condition,  and 
a counteraction  from  former  over-speculation  was  deemed  inevitable 
by  every  one  capable  of  forming  an  opinion  on  the  subject.  Nor 
must  it  be  supposed  that  at  the  period  I write  of — in  October  and 
November  of  last  year — our  gang  was  the  only  association  delib- 
erately formed  for  the  purpose  of  bringing  down  all  kinds  of 
securities,  and  of  “ bearing  ” the  market  in  every  possible  way.  No 
* doubt  there  were  few  speculators  who  worked  with  as  deliberate 
and  determined  a method  as  we  did;  b.ut  it  is  well  known  thaj 
nearly  the  whole  of  the  numerous  body  that  had  formerly  earned 
their  living  as  “ promoters  of  companies  ” — or,  at  any  rate,  all  such 
as  had  any  means  at  their  command,  and  even  many  who  had  not 
a five-pound  note  they  could  call  their  own — were  now  busily  en- 
gaged in  trying  to  run  down  all  sorts  of  securities,  hoping  by  thJS 
undue  depreciation  of  all  shares  and  every  joint-stock  concern,  *° 
pick  up  some  of  the  few  crumbs  which  they  thought  must  be 
soon  falling  in  the  way  of  those  who  had  the  sense  to  seek  them 
out.  Our  plans  seemed,  on  the  whole,  to  command  singular  suc- 
cess, notwithstanding  some  temporary  delays  and  reverses. 
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Here  again  the  general  public,  that  is  to  say  the  shareholding 
portion  of  the  public,  helped  on  the  destruction  of  their  own  prop- 
erty very  materially — as  they  invariably  do — and  thus  played  our 
game  for  us.  It  is  a curious  fact,  that  no  sooner  are  the  sounds 
of  a monetary  storm  heard  in  the  distance,  than  the  very  first  to 
take  fright — or  at  any  rate  to  act  as  if  they  had  no  more  confidence 
in  their  investments — are  precisely  those  who  are  most  likely  to  be 
injured  by  the  very  depreciation  of  shares  which  they  themselves 
help  so  much  to  bring  about.  Of  this  we  were  fully  aware;  and 
part  of  our  plan  was  to  act  upon  the  fears  of  the  weaker-minded 
public,  a task  which  we  found  far  from  difficult  to  accomplish, 
and  one  of  our  principal  means  of  doing  this  was  by  means  of  the 
press.  Not  that  we  paid  or  gave  anything  to  have  the  notices  we 
wanted  inserted;  the  London  newspapers  are  not  to  be  tampered 
with,  as  many  bold  adventurers  in  the  city  can  testify.  But  there 
is  such  a thing  as  conveying  false  intelligence  through  honest  men. 
One  of  our  party,  Mr.  Smart,  had  a sort  of  bowing  acquaintance 
with  the  money  editor  of  an  evening  paper.  This  intimacy  he  be- 
gan to  improve,  on  the  plea  of  asking  the  editor's  advice  about 
certain  investments  he  pretended  he  was  about  to  make.  The 
money  editors  of  papers,  as  every  one  knows,  are  supposed  to  be 
living  oracles  on  all  financial  questions.  However,  with  the  excep- 
tion of  two  or  three,  these  gentlemen  have  generally  to  trust  en- 
tirely to  others  for  their  information,  and  to  pick  up  the  city 
knowledge  they  impart  to  their  respective  papers  as  best  they  can, 
but  chiefly  from  half  idle  friends  who  “loaf”  in  and  out  of  their 
offices  during  working  hours.  Our  friend  Smart  was  by  no  means 
unwilling  to  take  a little  trouble  for  his  new  friend,  the  money 
editor,  and  by  degrees  became  an  almost  necessary  appendage  to 
that  gentleman’s  office.  The  news  he  collected  for  him  was  in 
the  main  trustworthy,  except  that  it  had  a universal  tinge  of  the 
“ bear  ” color  about  it,  more  particularly  respecting  the  bank  which 
we  were  determined  to  run  down.  The  constant  dripping  of  water 
will  wear  a hole  in  a stone,  and  the  daily  repetition  of  the  same 
tale,  even  if  told  in  the  smallest  of  doses,  cannot  fail  to  have  an 
effect  upon  the  mind  of  the  hearer.  Then  there  is  the  charm — in 
city  matters  doubly  charming— of  hearing  what  you  believe  to  be 
exclusive  information.  Smart  was  no  fool.  He  first,  as  if  by  ac- 
cident, paraded  before  the  editor  the  scrip  certificates  of  about  a 
dozen  shares  in  the  bank,  lamenting  at  the  same  time  that  he 
would  “make  a very  bad  thing  of  this  investment.”  Having  led 
the  editor  to  believe  he  would  be  a considerable  loser  by  the  fall 
in  these  shares,  and  so  assured  that  gentleman,  as  it  were,  of  his 
honesty  of  purpose,  he  began  by  degrees  to  supply  him  with  scraps 
of  news  which  he  said  the  other  papers  had  not,  and  could  not 
get  hold  of.  Thus,  little  by  little,  the  money  article  of  -the  paper 
became,  quite  unconsciously,  the  organ  of  our  confederacy,  and 
was  worked  to  bring  about  the  results  we  wished.  Not  to  make 
this  part  of  my  story  too  long,  I may  mention  that,  three  or  four 
days  before  the  settling  day  on  which  we  had  to  deliver  the 
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shares,  a further  fall  took  place  in  their  value,  and  when  settling 
day  came  they  were  quoted  at  £ 5 premium,  being  jQ  5 lower 
than  the  price  at  which  w*e  had  sold  them.  Having  to  purchase 
a somewhat  large  parcel  for  delivery  as  a matter  of  course  raised 
the  value  of  the  shares  slightly,  but  not  sufficiently  to  diminish  our 
profits.  What  the  other  members  of  our  fraternity  gained  I can- 
not say  exactly,  but  my  own  share  of  the  transaction  bettered  my 
banking  book  by  a cool  thousand  pounds. 

Very  shortly  after  this  excellent  stroke  of  business,  a new  mem- 
ber was  introduced  to  our  confederacy,  and  by  him  our  ideas  be- 
came immensely  enlarged,  and  our  sphere  of  business  very  greatly 
extended.  This  gentleman  was  one  of  those  clever  cosmopolitan 
adventurers  in  the  financial  world,  who,  after  their  education  and 
experiences  are  complete,  find  their  way  to  London  as  surely  as 
sparks  of  fire  fly  upwards.  A German  by  birth,  a Hebrew  by  race, 
a nominal  Christian  by  creed,  a Frenchman  by  education,  an  English- 
man by  naturalization,  a universal  linguist  as  it  were  by  intuition, 
and  a financial  agent  by  profession,  Mr.  Wesser  knew  everybody 
and  every  establishment  connected  with  monetary  matters  through- 
out Europe,  or  I might  say  throughout  the  world.  He  had  re- 
sided in  Russia,  Constantinople,  Paris,  Amsterdam,  Vienna,  New 
York,  Calcutta,  Buenos  Ayres,  and  Berlin.  No  question  about  foreign 
exchanges  could  puzzle  him ; no  problem  in  financial  operations  was 
too  difficult  for  him  to  work  out.  He  knew  every  loan  that  had 
ever  been  contracted  by  any  Government  in  the  civilized  world, 
and  was  as  familiar  with  the  money  markets  of  the  New  as  of 
the  Old  World.  The  first  time  I met  this  gentleman  was  at  a 
dinner,  where  we  all  met  for  the  purpose  of  being  introduced  to 
him,  just  as,  some  weeks  before,  the  confederacy  had  been  intro- 
duced to  me.  This  time,  however,  the  meeting  talked  more  busi- 
ness. Not  that  any  one  except  Mr.  Wesser  had  much  to  say,  for 
he  spoke  so  incessantly  that  no  other  person  could  get  in  a word  ; 
but  from  the  first  he  commanded  our  attention,  and  before  the 
evening  was  over  it  was  evident  that  our  band  had  now  got  what 
it  wanted  so  much  before,  an  exceedingly  clever  leader,  that  each 
one  of  us  believed  it  his  interest  to  obey. 

Mr.  Wesser’s  advice  to  us  was,  not  to  abandon  the  bank^which 
we  had  already  damaged  so  much,  but  to  hang  on  to  it;  and  by 
causing,  if  possible,  its  failure,  to  lower  the  value  of  every  kind  of 
security  in  the  market,  and  by  degrees  to  bring  about  a serious 
crisis,  if  not  a decided  panic.  “As  regards  the  Continent,”  he 
said,  “ I w ill  work  that  part  of  the  machinery  for  you,  only  no 
one  must  trouble  me  with  questions,  and  you  must  be  ready  to 
follow  the  directions  I shall  give  you.”  As  a pledge  of  eur  unity 
of  intentions,  he  proposed  that  wre  should  each  put  down  a hun- 
dred pounds,  which  was  to  be  placed  in  a bank  in  the  joint  names 
of  Mr.  Ursa  and  myself,  and  was  to  serve  as  a fund  which  we 
were  to  use  on  an  emergency  for  any  particular  purpose.  Further, 
it  was  agreed  that  more  than  two  of  us  were  never  to  be  seen  to- 
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gether  in  public;  but  that  twice  a week,  every  Sunday  and  Wednes- 
day, we  were  all  to  meet  and  discuss  past  results,  and  decide  upon 
future  operations. 

It  was  curious  to  observe  how,  from  the  very  moment  Mr. 
Wesser  assumed  command  of  our  band,  we  not  only  obeyed  him 
implicitly,  but  that,  following  his  opinions  and  ideas,  we  all  at 
once  began  to  look  upon  our  past  operations  as  mere  child’s  play 
in  amount,  and  to  determine  upon  a very  much  larger  scale  of 
speculations.  To  the  bank  which  we  had  already  so  seriously  in- 
jured in  reputation  was  added  a much  larger  concern,  which  we 
also  determined  to  “pepper.”  We  continued  to  invest  individually 
for  our  respective  accounts,  and  each  one  as  his  means  permitted 
him ; but  all  our  workings  were  in  the  same  direction,  that  of 
“ bearing  ” the  market,  or  for  a fall  in  the  value  of  shares ; and  to 
this,  at  the  instigation  of  Mr.  Wesser,  we  added  another  kind  of 
“bearing”  speculation.  At  the  time  I speak  of  there  were  in 
London  numerous  small  joint-stock  companies,  the  shares  of  which 
were  almost  valueless.  One  of  us  would  select  an  undertaking  of 
this  kind,  and  by  purchasing  a few  of  its  shares  run  up  their  value 
a pound  or  two;  at  which  price,  if  we  could  find  any  person  in- 
sane enough  to  buy  them,  we  sold  a few  of  the  shares  we  had 
bought  to  be  delivered  next  settling  day.  In  the  meantime,  being 
shareholders  in  the  breaking-down  company,  we  would  go  to  the 
office,  become  possessed  of  the  facts  we  wished  to  know,  and  then 
file  a petition  in  Chancery  that  the  concern  should  be  wound  up. 
No  sooner  was  it  published  in  the  papers  that  such  a petition  had 
been  presented,  than  the  value  of  the  shares  fell  below  zero;  in 
fact,  people  were  glad  not  only  to  give  away  their  interest  in  the 
concern,  but  in  many  instances  to  pay  us  money  for  taking  them. 
As  a matter  of  course,  those  who  had  bought  from  us  were 
obliged  to  pay  the  amount  that  had  been  stipulated,  and  thus  we 
received  money — and  often  a good  price — for  what  we  had  obtained 
gratis.  Nor  was  this  all.  Before  presenting  the  petition  for  the 
winding-up  of  any  company,  we  made  matters  pleasant  with  an 
attorney  and  an  accountant.  The  latter  invariably  got  appointed 
official  liquidator  of  the  concern,  and  then  nominated  the  former 
solicitor  for  the  liquidation.  To  each  of  these  gentlemen  the  job 
was  worth  from  one  to  two  thousand  pounds;  and  as  they  had 
“ made  it  a matter  of  business  ” with  us,  we,  of  course,  made  some- 
thing handsome  by  the  transaction.  Moreover,  every  fresh  announce- 
ment of  a winding-up  order  published  in  the  papers  helped  to  bring 
about  the  monetary  crisis  for  which  we  were  all  working,  and  we 
had  the  good  fortune  before  long  to  see  our  purposes  ripen  beyond 
the  most  sanguine  expectations  of  any  of  our  number,  except  those, 
perhaps^  of  Mr.  Ursa  and  Mr.  Wesser. 
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HAS  THE  GOLD  SUPPLY  AFFECTED  GENERAL  PRICES? 

Three  questions  meet  us  in  all  discussions  on  general  prices. 
First,  there  is  that  great  law  of  industrial  growth,  which  gives  a 
larger  share  of  the  annual  product  of  the  National  wealth  to  be 
allptted  to  labor,  and  a lesser  share  of  the  aggregate  to  capital. 
This  question  has  chiefly  to  do  with  wages,  and  with  the  strife  be- 
tween capital  and  labor.  It  does  not  directly  affect  the  relative 
prices  of  general  commodities.  Secondly,  there  is  the  growth  of 
productive  power,  of  mechanical  invention,  and  of  labor-saving 
machinery  in  certain  industries.  This  question  regards  those  de- 
rangements of  relative  values  which  cause  certain  articles  to  be 
cheapened,  while  others  remain  stationary,  until  the  wave  of 
improvement  in  the  facilities  of  production  reaches  and  disturbs 
these  prices.  A third  topic  is  more  general,  and  treats  of  the 
changes  in  the  value  of  the  money  whereby  prices  are  com- 
puted. 

By  the  “value  of  money,”  as  here  used,  we  mean  the  standard 
value  of  the  monetary  unit.  It  is  well  known  that  the  standard 
value  of  coin  may  be  changed  in  two  ways:  first,  by  diminishing 
the  weight  of  the  coin  so  that  the  dollar  or  the  sovereign  shall 
contain  less  gold;  or,  secondly,  by. a diminution  in  the  value  of 
gold  itself  through  its  relative  abundance.  It  is  the  second  of  these 
changes  that  is  here  referred  to.  The  question  here  raised  is, 
whether  the  enormous  supplies  of  gold  which,  since  1848,  have 
been  poured  into  the  markets  of  the  world  have  diminished  the 
relative  value  of  the  gold  so  that* a given  quantity  of  it  has  not 
so  much  purchasing  power  as  it  used  to  have  in  exchange  for 
other  commodities.  This  question  is  of  great  importance  in  all 
discussions  of  resumption.  If  gold  has  already  depreciated  and  is 
likely  to  depreciate  still  further,  then  it  is  only  needful  for  this 
country  to  wait  a sufficient  interval,  and  if  our  greenback  currency 
remain  without  further  inflation,  gold  will  gradually  descend  to  the 
same  level  with  greenbacks.  The  latter  will  be  at  par  without  any 
contraction  of  the  currency  or  perturbation  of  the  monetary  system. 
Many  supporters  of  this  theory  express  it  under  the  formula  of 
“ growing  up  to  specie  payments.”  Of  course  this  theory,  that  the 
country  can,  in  the  way  suggested,  grow  up  to  specie  payments, 
includes  also  the  further  condition,  that  the  commerce  and  indus- 
try of  the  nation  must  expand  so  as  to  find  full  use  for  the  exist- 
ing volume  of  greenbacks.  But  it  is  a familiar  principle  of  monetary 
science,  that  the  mere  increase  of  business  does  not  by  itself  re- 
quire an  increase  of  currency.  England  has  tripled  her  commerce 
since  1844,  but  her  monetary  circulation  has  increased  very  little. 
It  is  evident,  then,  that  the  theory  of  our  growing  up  to  the  specie 
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standard,  so  far  as  it  rests  on  a solid  basis,  is  founded  chiefly  on 
a belief  in  the  depreciation  of  gold  to  which  we  have  referred 
above.  Hence  it  is  very  important  for  us  to  know  whether  or 
not  there  has  been  any  such  depreciation  of  gold.  The  fact  has 
been  disputed,  and  the  dispute  has  been  recently  revived  by  the 
agitation  in  England  as  to  the  scarcity  of  gold  consequent  on  the 
competition  for  a gold  reserve  among  the  three  great  nations  of 
Western  Europe.  The  latest  contribution  to  the  data  on  which  this 
dispute  rests  is  the  report  just  published  of  the  supply  from  the  gold 
fields  of  the  United  States. 

The  total  bullion  product  of  the  Pacific  States  and  Territories 
for  the  year  1873  was  $72,258,693.  This  year  it  was  $74,401,055, 
showing  an  increase  of  $ 2,142,362  over  1873.  Mr.  John  J.  Val- 
entine, General  Superintendent  of  Wells,  Fargo  & Co.’s  Express, 
in  his  annual  report  of  the  precious  metals  produced  in  the  States 
and  Territories  west  of  the  Missouri  River,  including  British  Colum- 
bia, during  1874,  shows  an  aggregate  yield  of  $74,401,055,  being 
an  excess  of  $2,142,362  over  1873.  California,  Nevada,  Utah, 
Colorado  and  British  Columbia  increased;  Oregon,  Washington, 
Idaho,  Montana,  Arizona  and  Mexico  (west  coast)  decreased.  The 
increase  in  Nevada  and  Colorado  is  merely  nominal,  but  in  Cali- 
fornia and  Utah  it  is  $3,100,000,  three-fourths  of  which  is  to  the 
credit  of  California. 


States  Geld  dust  and  bullion  Ores  and  base 

and  by  by  other  Silver  bullion  bullion 

Territories.  express.  conveyances.  by  express.  by  freight.  . Totals. 


California $16,015,568 

Nevada 345,394 

Oregon 553*564 

Washington..  141,396 

Idaho 1,207,667 

Montana 2*581,362 

Utah 83,721 

Arizona 23,333 

Colorado 1,590,700 

Mexico 84,655 

Brit.  Columbia  1,487473 

Grand  total . $ 24, 1 14,833 


$1,601,556  $967,857 

34,539  * 3°»954,6o2 

- 55,356  - 150 

14,139 

. 120,765  . 55l,572 

- 258,136 

8,372  . 746,565 

2,333  . 400 

1,745,705 

714,223 

-T-  148,747  - 337 

$2,243,943  $35,681411 


$i>715>55° 

$20,300,531 

. 4,117,698 

• 35>452,233 

609,070 

. .... 

- 155,535 

. .... 

. 1,880,004 

600,000 

• 3439498 

• 5,072,620 

. 5>9i,,278 

. 

26,066 

855,000 

. 4,191,405 

. .... 

798,878 



• 1,636,557 

$ 12,360,868 

$ 74*401,055 

In  the  statement  for  1873  the  yield  was  reported  by  Mr.  Val- 
entine— $72,258,693 — as  “the  largest,  for  one  year,  in  the  history 
of  the  coast.”  The  accuracy  of  the  statement  has  been  questioned, 
and  the  yield  of  1853  referred  to  as  being  greater.  Dr.  Linder- 
man,  Director  of  the  United  States  Mint,  w’hose  information  is 
probably  as  reliable  as  may  be  had,  names  $65,000,000  as  the 
amount  produced  in  1853,  and  that  amount  was  not  exceeded 
until  1873,  which  is  now  exceeded  by  1874,  and  the  recent  devel- 
opments on  the  Comstock  lode  are  interpreted  to  show  that  the 
total  product  for  1875  will  approximate  $80,000,000. 

Assuming  these  figures  to  be  correct,  and  adding  them  to  Mr. 
Rossiter  Raymond’s  well-known  tables,  the  total  production  of 
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gold  since  1848  will  be  $ 1,267,108,776,  and  of  silver  $ 234,092,279, 
making  the  total  yield  of  the  precious  metals  supplied,  since  1848, 
from  this  country  $ 1,501,201,055,  or  just  half  as  much  again  as 
the  French  indemnity  recently  paid  to  Germany.  If  these  enor- 
mous supplies  of  gold  from  this  country  are  to  contribute,  in  the 
way  suggested  above,  to  help  us  in  the  work  of  specie  resumption, 
they  must  have  been  operating  on  prices  during  the  whole  of  the 
last  quarter  of  a century,  so  that,  in  some  of  its  aspects,  this 
problem  is  by  no  means  new. 

Ever  since  the  gold  discoveries  of  1848  and  1850,  the  question 
has  been  agitated,  how  far  those  discoveries  were  perturbing  the 
general  equilibrium  of  money-prices  throughout  the  commercial 
world.  The  theory  that  changes  of  a violent  and  sudden  character 
were  threatening  to  disturb  values,  appears  to  have  been  held  by 
several  of  the  French  economists,  and  suggested  questions  which 
were  very  early  discussed  by  Bastiat,  Chevalier,  and  other  writers; 
but  the  discussion  is  still  as  far  as  ever  from  a satisfactory  con- 
clusion. 

The  first  publication  of  Bastiat  on  this  aspect  of  the  gold  supply 
was  in  the  Journal  des  Economises  for  April,  1849.  In  his  essay 
on  money,  entitled  “ Maudit  Argent,”  he  says : “I  do  not  think 
that,  on  the  whole,  the  gold  discoveries  of  California  will  add  very 
much  to  the  enjoyments,  to  the  real  satisfactions,  of  mankind.  It 
is  true  the  gold  of  California  might  be  useful,  if  it  does  nothing 
more  than  take  the  place  of  that  which  is  lost  and  destroyed. 
But  if  it  augments  the  current  mass  of  gold  in  circulation  it  will 
cause  that  mass  to  depreciate.  The  gold-seekers  will  be  richer 
than  they  would  otherwise  have  been.  But  the  people  in  whose 
hands  the  gold  may  be  at  the  moment  of  depreciation  will  not  be 
able  to  purchase  as  much  of  what  they  want  for  a given  sum  of 
money.  In  such  a result  as  that,  I see  simply  a displacement  ot 
wealth,  but  no  augmentation  whatever.” 

In  view  of  the  large  quantity  of  gold  used  in  the  arts,  the 
precise  inquiry  which  recent  events  hay£  forced  on  the  public 
attention,  is,  how  much  of  the  silver  and  gold  produced  in 
California  and  Australia  has  gone  to  swell  the  metallic  currency  of 
the  world,  and  has  thus  had  a direct  tendency  to  raise  general 
prices.  The  recent  adoption  of  a gold  standard  by  Germany,  and 
the  coinage  by  the  Imperial  Mint  of  $ 275,000,000  of  ten  and 
twenty  mark  pieces,  has  caused  this  coinage  question  to  occupy 
attention,  though  the  progress  of  the  inquiry  is  not  so  rapid  as  we 
could  wish.  ^ 

The  real  question  comes  back  to  us  as  it  was  proposed  in 
the  Economist  in  June,  1872,  by  Mr.  Thomson  Hankey  of  London. 
“ If  the  quantity  of  gold  poured  into  the  European  markets  in  318 
years  from  the  discovery  of  Hispaniola  to  the  revolution  in  Mexico, 
was  somewhat  under  300  millions  sterling,  is  it  possible,  remem- 
bering the  effect  produced  on  prices  by  this  enormous  increase  in 
the  production  during  those  300  years,  that  a great  effect  must 
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not  now  be  experienced  by  the  additional  production  of  an  equally 
large  amount  during  so  comparatively  short  a time  as  twenty 
years?”  To  this  inquiry  so  well  put  by  Mr.  Hankey  we  may  add 
the  question,  whether,  if  the  disturbance  of  prices  and  their  general 
rise  be  inevitable,  the  revolution,  when  it  takes  effect,  may  not  be 
expected  to  be  more  rapid  and  to  be  attended  by  more  spasms, 
financial  panics,  and  perturbations  of  credit  among  the  commercial 
nations  of  Europe,  than  the  movement  which  was  developed  by 
causes  of  much  less  activity  and  magnitude  in  the  sixteenth 
century  ? 

The  aggregate  gold  product  since  1849  is  stated  to  be  about 
2,480  millions  of  dollars,  on  the  authority  of  the  London  Economist , 
whose  data  we  have  partly  verified,  and  adopt  them  as  substantially 
correct.  The  following  is  our  cotemporary’s  table  of  the  aggregate 
yield  of  the  gold-producing  countries  since  1848 : 


The  World’s  Product  of  Gold,  1849-74. 


* Total. 

3 years— 1849-5 1 . . . £ 27,830,000 

5 years — 1852-56...  145,880,006 

5 years — 1857-61...  114,651,000 

5 years — 1862-66 . . . 103,203,000 

5 years— 1867-71 . . . 101,053,000 

3 years — 1872-74. ..  56,139,000 


26  years — 1849-74. . . £ 548,756,000 


A nnuaJ  average 

A nnual 

average. 

£9,278,000  .... 

$46,390,000 

145,880,000 

114,650,000 

29,176,000  

22,930,000  

20,641,000  

103,205,000 

20,211,000  

18,713,000  .... 

101,055,000 

93»565, OOO 

£ 21,106,000  

$105,530,000 

As  already  suggested,  we  cannot  hope  to  make  any  useful 
deductions  from  these  figures,  nor  can  we  learn  the  influence  of 
this  enormous  supply  on  general  prices  except  we  can  also  find  out 
precisely  how  much  of  the  gold  has  been  coined,  and  has  added 
itself  to  the  current  of  circulating  money?  It  appears  probable, 
from  official  statistics,  that  the  total  product  of  gold  during  the 
last  twenty -six  years  is  less  by  about  2,500  million  dollars  than  the 
aggregate  of  coinage  during  that  period.  This  circumstance,  com- 
bined with  other  facts,  seems  to  show  that  the  recoinage  aggregate 
is  at  least  one-half  of  the  whole — perhaps  considerably  more.  If 
this  be  so,  the  aggregate  of  coin  circulating  in  the  channels  of 
commerce  has  been  increasing  in  a much  smaller  ratio  than  some 
of  the  writers  on  the  subject  have  supposed.  This  question  lies  so 
conspicuously  on  the  threshold  of  the  investigations  about  prices 
that  we  wonder  it  has  not  commanded  more  attention.  Mr.  New- 
march,  whose  researches  have  shed  so  much  light  on  this  obscure 
pathway  of  economic  travel,  gives  in  the  “ History  of  Prices  ” the 
following  estimate  of  the  disposal  of  the  174  millions  sterling  of 
new  gold  produced  from  1848  to  1856.  Twenty  millions  sterling, 
he  says,  were  added  to  the  coin  circulation  of  England,  60  mil- 
lions sterling  to  that  of  France,  and  50  millions  sterling  to  that  of 
the  United  States.  Of  the  remaining  44  millions,  10  millions 
remained  in  Australia,  10  millions  in  California,  10  millions  in 
Turkey  and  the  East  of  Europe,  and  10  millions  in  Brazil,  Egypt 
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and  Portugal.  The  gold  exports  to  India,  China  and  Japan,  and 
the  amount  consumed  in  the  arts,  are  not  provided  for  in  Mr. 
Newmarch’s  estimate,  which  is  otherwise  as  close  an  approximation 
as  can  be  reached  for  the  period.  The  following  is  Mr.  New- 
march’s account  of  the  supplies  of  gold  from  California,  Australia, 
and  Russia  during  the  same  nine  years — 1848  to  1856.  It  will 
be  found  in  the  sixth  volume  of  the  “History  of  Prices.” 

The  World’s  Product  of  Gold — 1849-1856. 


New  South 


Years. 



1850  

1851  

(i849“5i) 

1852  

*853 

*854 

1855  

1856  

California, 
....  £ 1,770,000 

5,500,000 

....  9 070,000 

Victoria. 

480,000 

Wales. 
510,000  . 

Russia. 

. >£3,650,000 

3.390.000 

3.460.000 

Totals. 

. >£  5,420,000 

8.890.000 
13,320,000 

16,340,000 

12,870,000 

....  13,760,000 

— 15,5x0,000 

— 14,740,000 
• 15,400,000 

480.000 

6.740.000 
9, 53°, 000 

9.080.000 

12.430.000 

13.900.000 

5x0,000 
3,690,00  . 

. x,  060, 000 

850.000 

230.000 
x 10,000 

10,500,000 

3.460.000 

2.840.000 
2,840,000 
2,840,000 
2,840,000 

27.830.000 

27.030.000 

28.080.000 

28.280.000 

30.240.000 

32.250.000 

(1852-56)  

....  72,280,000 

51,680,000 

71 00,000  b . 

14,820,000 

145.880,000 

Grand  total  pounds  >£88,620,000 

. >£52,160,000 

■ £7,610,000 

>£25,320,000 

>£173,710,000 

Grand  total  dollars  $ 443,000,000 

$ 260,800,000 

$ 38,050,000 

$126,500,000 

$ 868,550,000 

The  following  table  has  been  compiled  from  authentic  sources, 
by  the  London  Economist,  to  show  the  supply  of  gold  from  the 
whole  of  the  mines  in  both  hemispheres,  from  1857  to  1874: 


The  World’s  Product  of  Gold — 1857  to  1874. 


Years. 

*857 

1858 

«•» 

1860  

1861  

Net  Exports 
from 
A ustralia. 

. >£11,329,000  . 

11.419.000 

11.640.000 

10.186.000 

10.916.000 

Coinage  of 
Sydney 
Mint. 
>£767,000 

1. 343. 000 

1.221.000 
1,652,000 
1,719,000 

Deposits  of 
Gold  at 
U.  S.  Mints. 
. . >£12,000,000 

8.195.000 
..  5,441,000 

. . 3,792,000 

6.839.000 

Production 

in 

Russia. 

• £3.549.ooo 

3.454.000 

3.156.000 

3.053.000 

2.980.000 

Total 

..  >£27,645^100 

24.411.000 
. . 21.458,000 

18.683.000 

22.454.000 

(1857-61)  

. 55,490,000 

6,702,000 

. . 36,267.000 

. 16,192,000 

114,651,000 

1862 

10.455,000 

2,478,000 

6.195,000 

2,990,000 

22.1x8,000 

1863. . . 

11,468.000 

i.535r°oo 

4,124,000 

2,988,000 

20,1x5,000 

1864  

. 9,025,000 

2,699,000 

4,410,000 

2,862,000 

18,996,000 

1865 

9. 533’ooo 

2,272,000 

..  5,222.000 

3,227,000 

20,254,000 

1866 

9,618,000 

. 2,911,000 

. . 5.794.ooo 

3,397,000 

21.720,000 

(1862-66)  

50,099,000 

11,895,000 

a5.745.ooo 

15,464,000 

103,203,000 

*867 

8,783,000 

2,401,000 

6.139,000 

3.377»ooo 

20,700,000 

1868 

9,351,000 

2,319,000 

. . 4,341,000 

3,503.000 

19.514.000 

1869 

10,382.000 

1,279,000 

5.514,000 

3,6x7,000 

20,792,000 

1870 

9,000,000 

1,220,000 

• • 5.i79.ooo 

3,837.ooo 

* • x9.a36.ooo 

1871 

9,500,000 

1 250,000 

6,461,000 

3,600,000 

20,811,000 

(1867-71)  

. 47,9x6,000 

8,469,000 

..  27,634,000 

17,934,000 

. . 101,053,000 

1872 

5.983.°* 

1.993.000 

2,466,000 

4,500,000 

14,942,000 

*873 

9,444,000 

2,312,000 

• 5.775.000 

4,500,000 

22,031,000 

1874 

6,720,000 

2,000,000 

• • 5-947.000 

4,500,000 

19,167,000 

Total  in  pounds . 

. .>£174,752,000 

;C33.37!.O00 

£103.834,000 

• £63,090,000 

• £375,047»«» 

Total  in  dollars . . 

.$873,760,000 

. $ X66,855,000 

•$519,170,000 

$315, 450,000 

$ i.875»a35»0°o 

From  the  evidence,  so  far  as  it  is  before  us,  two  or  three  facts 
are  suggested.  First,  as  the  price  of  silver  is  falling,  and  as  silver 
coin  when  jn  excess  is  likely  to  be  just  as  effective  as  gold  in  its 
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action  on  prices,  the  silver  coinage  of  the  world  deserves  to  be 
investigated,  and  if  correctly  measured,  may  afford  important  data 
in  the  solution  of  the  problem  of  rising  prices.  Secondly,  the  pro- 
duction of  gold,  which  had  somewhat  fallen  off,  seems  to  have 
received  a new  impulse  on  this  Continent,  owing  either  to  new 
facilities  for  transportation  or  to  other  causes.  If  this  augmented 
production  be  not  counterbalanced  by  a greater  falling  off  than 
has  yet  appeared  in  Australian  - mining,  there  will  be  a new  force 
added  to  those  previously  in  operation,  tending  to  disturb  prices. 
Lastly,  although  a long  period  may  be  required  to  show  the  full 
force  of  these  and  other  perturbations  of  general  values,  and 
although  the  mounting  wave  of  prices  should  move  irregularly 
when  it  does  begin  to  rise,  still  that  delay  of  a score  of  years 
before  the  movement  begins,  and  any  fitful,  irregular  phenomena 
of  alternate  rise  and  fall  of  prices  which  may  afterwards  be  devel- 
oped, are  by  themselves  no  evidence  against  the  theory  of  depre- 
ciation of  gold,  any  more  than  the  momentary  rise  ^jid  fall  of  the 
waves  in  a storm  disproves  the  uniformity  of  the  tides,  or  of  the 
law  of  gravitation. 

The  prospects  of  specie  payments,  and  the  future  pressure  of 
our  debt  on  the  ‘resources  of  the  country,  depend  in  no  small 
degree  on  the  solution  which  the  future  may  give  of  the  questions 
as  to  the  effect  of  the  gold  of  California  and  Australia  on  the 
depreciation  of  the  precious  metals  and  on  the  consequent  rise  of 
general  prices.  Some  people  have  contended  that  gold  has  already 
depreciated,  and  that  the  movement  will  go  no  further.  Others 
deny  that  the  movement  has  yet  begun,  or  is  at  all  pfobable. 
Others  again  declare  that  the  perturbations  of  prices  in  Germany 
and  other  parts  of  Europe  are  the  first  monitions  of  a general 
advance,-  which  will  spread  more  or  less  rapidly  till  it  has  over- 
spread the  whole  domain  of  relative  values.  Few  persons  in  this 
country  have  been  disposed  to  believe  in  any  sudden  and  violent 
revulsion  of  prices.  It  has  been  supposed  that-  if  any  such  changes 
in  prices  should  be  produced  by  the  gold  product,  they  would,  as 
in  the  sixteenth  century,  be  slow  and  gradual.  The  theory  of 
sudden  spasmodic  movement  receives  some  confirmation  from  the 
phenomena  which  caused  so  much  trouble  in  England  lately, 
where  the  three  prime  necessaries — coal,  meat  and  iron — suffered 
an  advance  which  has  been  followed  by  a sharp  decline,  the 
movement  being  attended  by  disastrous  labor  strikes  all  over  the 
country. 

Some  months  ago  a distinguished  English -economist,  Mr.  T.  E. 
Cliffe-Leslie,  attempted,  in  the  Fortnightly  Review , to  continue  the 
researches  of  Mr.  Newmarch.  above  referred  to,  regarding  the  ad- 
vance of  prices,  the  causes  of  fluctuation,  and  the  connection  between 
the  increase  in  the  supply  of  gold  and  the  nominal  rise  of  values. 
This  inquiry  was,  in  the  main,  limited  to  England,  but  valuable  facts 
from  other  countries  occasionally  enforce  Mr.  Leslie’s  conclusions, 
partly  by  way  of  illustration,  and  partly  as  data  to  $lraw  out  an 
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induction,  to  measure  the  effect  of  gold  by  comparing  the  average 
cost  of  certain  commodities  during  the  period  since  the  new  mines 
were  discovered  with  the  cost  of  the  same  for  a number  of  years 
preceding. 

As  Mr.  Leslie  points  out,  Professor  Jevons’  well-known  method 
is  unsatisfactory,  but  rather  from  lack  of  statistical  information 
than  from  any  inherent  inadequacy.  The  buying  power  of  an  in- 
come depends,  of  course,  on  retail,  prices,  and  retail  prices  are  not 
always  just  criteria  of  wholesale.  There  is  likewise  a great  deal 
of  fluctuation  in  the  figures  that  represent  this  relation,  and  what 
is  more  to  the  point,  the  fluctuation  is  one  that  cannot  be  meas- 
ured except  by  observations  of  a very  minute  kind  covering  a 
series  of  years  under  diverse  conditions  of  trade  and  manufactures. 
It  is,  therefore,  as  Mr.  Leslie  argues,  unsound  to  refer  the  whole 
rise  in  prices  of  late  years  to  the  plenitude  of  gold,  though  it  is 
manifestly  spund  to  regard  this  supply  as  one  of  the  prin- 
cipal impulses;  and  did  Mr.  Jevons’  economical  tables  cover  the 
whole  advance  in  the  cost  of  living,  instead  of  a fraction  of  it. 
they  would  still  fail  to  show  the  proportion  of  that  advance  which 
is  to  be  attributed  to  the  modern  discovery  and  diffusion  of  gold. 
For,  as  everybody  knows,  this  advance  has  been  an  irregular  one, 
by  no  means  affecting  all  departments  of  living  in  an  equal  de- 
gree, and  affecting  the  lower  strata  less  than  the  upper;  and  the 
conditions  which  have  affected  it  are  complicated  with  so  many 
unknown  sliding  or  continuous  quantities,  as  to  render  the  ques- 
tion unstatable  in  the  form  of  an  equation.  In  other  wwds,  there 
is  an  unknown  x in  the  problem,  which  defies  measurement,  and 
is  not  sufficiently  conditioned  to  render  its  value  ascertainable. 

Secondly,  the  labor  movement  has  been  instrumental  in  raising  the 
cost  of  living,  and  if  the  gold  discoveries  did  not  start  this  move- 
ment, they  contributed  to  maintain  an  equilibrium  that  wrould  else 
have  been  more  violently  disturbed.  They  have  given  modern  trade 
the  power  to  yield  considerably  to  the  demands  of  a reawakening 
of  the  masses  that  has  occurred  mostly  within  the  past  fifty 
years.  They  have  prevented  or  postponed  the  revolution  in  Europe, 
having  distributed  through  a quarter  of  a century  that  which  would 
else  have  broken  out  as  a volcano.  That  agrarian  speculation  has 
gained  so  little  headway  among  the  people  in  Europe  is  probably 
due  in  a great  measure  to  the  gold  supply,  which  rendered  a 
gradual  increase  in  the  scale  of  wages  feasible;  and  thus,  while 
the  abundance  of  metal  has  assisted  revolution  in  one  direction,  it 
has  prevented  it  in  another  and  more  dangerous  direction.  Mak- 
ing all  allowance  for  differences  in  national  temper,  there  is 
reason  to  conjecture  that  some  part  of  the  violent  turn  the  labor 
movement  has  taken  in  Italy  and  France,  as  compared  with  the 
phenomena  it  has  presented  in  England,  may  be  due  to  the  non- 
liberation or  non-absorption  of  gold  in  sufficient  quantity  to  meet 
the  emergency. 
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In  the  general  analysis  of  prices  several  of  the  elements 
either  elude  investigation  or  give  different  results  under  different 
circumstances.  So  many  causes — not  the  least  among  which  has 
been  the  growing  complexity  of  modem  civilization — have  con- 
tributed to  raise  prices,  that  it  is  impossible  to  assign  to  the  new 
supply  of  gold  its  proper  weight. 

Such  is  the  conclusion  to  which  many  economists  besides 
Mr.  ^Leslie  have  been  led.  Others  think  that  gold  began  to 
depreciate  soon  after  the  discoveries  in  California  and  Australia; 
that,  with  some  interruptions,  the  process  has  continued  ever 
since,  and  that  as  yet  it  is  only  beginning.  In  such  a compli- 
cated question,  there  is  much  room  for  difference  of  opinion. 
Moreover,  as  less  than  thirty  years  have  elapsed  since  the  gold  dis- 
coveries, and  as  the  stupendous  forces  evoked  are  operating  over  an 
immense  field,,  it  is  reasonable  to  suppose  that  the  ultimate  move- 
ments produced  in  prices  will  be  slow  and  irregular.  It  is  prema- 
ture as  yet  for  the  advocates  of  depreciation,  or  for  their  oppo- 
nents, to  dogmatize.  History  and  experience  combine  to  show 
that  a succession  of  spasms  and  perturbations  must  attend  any  widely 
diffused  dislocation  of  prices.  The  disturbance  of  the  equilibrium 
of  value  must  produce  oscillations  of  a very  irregular  and  fitful 
kind,  even  if  the  average  movement  afterwards  prove  to  have 
tended  steadily  upward.  Thus  in  the  sixteenth  century  the  ad- 
vance of  prices,  from  causes  analogous  to  those  now  in  operation, 
is  known  to  have  averaged  about  two  per  cent,  per  annum,  with 
many  intermediate  variations  of  advance  and  decline.  If  the 
same  rate  of  yearly  progress  of  two  per  cent,  were  to  establish 
itself  in  our  time,  and  if  it  began  to  develop  itself  to-day, 
this  single  cause,  acting  upon  general  prices,  would  bring  us 
to  specie  payments  in  six  or  seven  years.  Of  course  we  do 
not  positively  affirm  as  a demonstrated  fact  that  this  movement  is 
actually  going  on.  Still  less  do  we  attempt  to  measure  its  rate  of 
progress.  All  vte  contend  for  is,  that  no  economist  has  yet 
been  able  to  disprove  the  existence  of  such  a movement.  Many 
thoughtful  men  believe  in  it.  If  it  exists,  as  it  probably  does, 
it  cannot  fail  to  help  us  in  any  national  efforts  we  may  wisely 
adopt  to  resume  specie  payments. 

The  London  Economist , in  its  annual  trade  review,  has  for 
several  years  past  compiled  a series  of  comparative  tables  of  rela- 
tive prices  in  England,  in  continuation  of  the  tables  of  Mr.  New- 
march,  above  referred  to.  It  might  be  of  great  service  to  economic 
science,  and  it  would  throw  much  light  on  the  questions  discussed 
above,  if  some  competent  persons  would  take  the  pains  to  com- 
pile similar  statistics  for  Germany,  France  and  the  United  States. 
As  for  our  owm  country,  the  materials  for  such  comparative  tables 
are  all  at  hand  and  waiting  for  us  in  the  elaborate  tables  of  prices 
published  by  the  New  York  Journal  of  Commerce  in  January  and 
May  every  yea<, 
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EVASION  OF  THE  STAMP  TAX  ON  CHECKS. 

We  have  lately  expressed  approval  of  the  proposition  thaf  the 
stamp  tax  on  checks  should  be  repealed.  This  tax  yields  con- 
siderable revenue  to  the  Governments  of  France  and  England. 
Its  product  in  this  country  is  shown  to  be  about  one  and  a half 
millions  a year.  As  soon  as  the  Treasury  can  dispense  with  this 
objectionable  source  of  income  we  desire  to  see  it  given  up. 
The  agitation  against  the  tax  is  very  active  in  some  parts  of  the 
country,  and  especially  in  the  Western  States.  Checks  are  such 
an  important  part  of  the  mechanism  of  modern  banking,  and  have 
so  much  to  do  with  the  monetary  economies  on  which  the  rapid 
growth  of  material  wealth  depends,  that  an  enlightened  policy 
demands  their  liberation  from  all  needless  fiscal  burdens. 

Still,  we  need  not  say  to  intelligent  law-abiding  citizens  that, 
while  the  check  tax  remains  on  the  statute  book,  it  must  be 
enforced.  The  Internal  Revenue  Department  has  lately  announced 
the  fact  that  certain  banks  and  their  customers  have  been  guilty 
of  habitual  neglect  to  stamp  their  checks  and  sight-drafts.  The 
omission  of  a two-cent  stamp  from  a check  seems  to  have  been 
considered  so  venial  an  offense,  that  many  people  have  become 
careless  in  this  respect,  and  the  banks  have  disliked  to  refuse  pay- 
ment of  a good  check  lacking  this  little  tribute  to  the  Treasury. 

In  the  aggregate  this  evasion  of  the  law  has  defrauded  the 
United  States  out  of  considerable  revenue,  and  the  Commissioner 
proposes  to  investigate  and  cure  the  evil.  The  penalty  of  neglect- 
ing to  stamp  a check  or  sight-draft  is  $ 50  in*  each  case.  It  is 
reported  from  one  Western  bank  that  the  revenue  officers  have 
found  there  over  a thousand  checks  liable  to  this  penalty.  The 
only  safety  for  a bank  is  to  refuse  to  receive  a check  or  sight- 
draft  unless  it  bears  the  two-cent  revenue  stamp  on  its  face. 

The  expedient  of  evading  the  stamp  tax  by  country  banks  and 
individuals  who  draw  their  drafts  on  their  city  correspondents  pay- 
able “ one  day  after  date  without  grace,”  is  in  direct  violation  of 
section  15  of  the  Act  of  February  8th,  1875.  A copy  of  this  sec- 
tion will  be  found  on  another  page.  Drafts  drawn  in  this  way 

will  now  cease  to  be  negotiable.  The  best  plan  is  to  draw  all 
checks  and  draffs  in  accordance  with  the  law.  This  course  is  in 
harmony,  not  only  with  the  duties  of  good  citizenship,  but  with 
the  rules  of  business  policy. 

As  to  the  amount  of  revenue  yielded  by  the  stamp  tax,  we  find 
that  it  is  officially  reported  at  $ 1,502,549*40  for  the  fiscal  year 
i873-4. 


Digitized  by  UjOOQle 


i875‘]  OUR  financial  situation. 


70s 


OUR  FINANCIAL  SITUATION  AND  THE  REMEDY. 

By  Robert  Morris. 

No.  3. 

Since  the  publication  of  my  last  paper  (in  the  January  number 
of  the  Magazine)  our  financial  situation  has  undergone  a change, 
which,  if  allowed  to  “work  itself  out”  to  its  logical  results,  is 
destined  to  exert  an  incalculable  influence  on  the  labor,  industry 
and  commerce  of  the  nation.  This  change  is  not  merely  amend- 
atory, as  is  mostly  the  case  in  legislative  tinkerings  of  imperfectly 
tried  laws,  but  it  is  radical-rct'olutionary . I refer  to  that  which  is 
authorized  by  the  Senate  currency  and  specie  payments  bill  passed 
January  7,  whereby  is  repealed  all  parts  of  previously  existing 
laws  which  constituted  an  obstacle  to  “ Free  Banking.”  The  gen- 
eral anatomy  of  the  National  Banking  System  is  preserved ; but 
its  primary  motive,  and  the  fundamental  principle  of  protecting 
the  standard  and  measure  of  value  from  indefinite  fluctuation,  are 
abandoned.  The  material  provisions  of  the  new  bill  are  as 
follows  : 

1.  The  limit  of  the  aggregate  of  bank-note  circulation,  hereto- 
fore fixed  at  $ 354,000,000,  is  repealed.  • 

2.  The  proportion  of  bank-note  circulation  to  capital  remains  as 
heretofore,  at  90  per  cent,  of  the  securities  pledged  by  all  banks 
with  a capital  not  greater  than  $ 500,000,  while  the  descending 
scale  to  60  per  cent.,  fixed  by  the  act  of  July,  1870,  is  of  little 
moment,  inasmuch  as  that  act  forbids,  to  any  bank  thereafter 
organized,  a circulation  in  excess  of  $ 500,000. 

The  consequence  of  these  measures  is  that  all  new  banks  may 
issue  bills  to  full  90  per  cent,  of  the  securities  pledged.  These 
terms,  together  with  the  provision  that  any  person  or  number  of 
persons  may  enter  into  the  banking  business  without  let  or  limit 
as  to  capital,  constitute  all  the  essential  conditions  of  what  is 
popularly  called  “ Free  Banking.” 

The  first  attempt  to  establish  free  banking  in  the  United  States 
was  by  Mr.  Charles  F.  Mayer,  of  Baltimore,  who  introduced  a 
bill  in  the  Legislature  of  Maryland,  in  the  year  1831,  providing 
that  “real  property  and  stocks”  should  be  vested  in  trust  as 
security  for  circulating  bank  notes;  and  on  the  Chancellor  being 
satisfied  of  the  soundness  of  such  security,  a license  was  to  be 
given  to  the  applicant,  with  authority  to  “issue  and  circulate 
notes,  bills,  checks,  drafts,  or  evidences  of  debt  to  the  amount, 
and  one-fourth  more,  of  the  full  value  aforesaid,  on  the  payment  of 
one-fifth  of  one  per  cent,  premium  ” for  the  privileges  conferred. 
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The  bill  was  rejected  by  the  Legislature.  A prior  claim  to  what- 
ever honor  may  attach  to  the  authorship  of  free  banking,  has  been 
set  up  for  the  Rev.  Doctor  McVickar,  who  wrote  an  able  expo- 
sition of  the  principles  of  banking  in  the  year  1827  ; but  some 
doubt  rests  on  the  precise  character  of  the  plan  which  he  pro- 
posed. The  first  article  of  it  wras  as  follow's : 

“ Banking  to  be  a free  trade  in  so  far  that  it  may  be  freely 
entered  into  by  individuals  or  associations,  under  the  provisions  of 
a general  statute.” 

With  more  plausibility,  and,  I may  be  allowed  to  say,  with 
much  greater  merit  and  honor,  it  has  been  claimed  that  the  plan 
of  Dr.  McVickar  contemplated  nothing  beyond  the  general  bank- 
ing law  of  the  State  of  New  York,  which  furnished  the  text  of  the 
National  Banking  System  to  Mr.  Chase  in  1862.  The  law  of  New 
York,  as  it  first  went  into  operation,  was  almost  a literal  copy  of 
the  bill  that  was  rejected  by  the  Legislature  of  Maryland  as  it 
related  to  the  character  of  the  securities  for  circulation.  But  it 
needed  only  a short  experience  to  induce  the  New  York  Legisla- 
ture to  rescind  that  clause  which  admitted  real  estate  and  State 
stocks  generally  as  a security  for  bank  issues.  The  history  of  the 
North  American  Trust  and  Banking  Company,  with  a projected 
capital  of  fifty  million  dollars,  sufficed  to  convince  the  most  ardent 
advocates  of  free  banking  of  the  folly  and  danger  of  such  a wide 
latitude  of  securities.  The  institution  failed  disreputably  and  in- 
volved many  upright  capitalists  in  its  ruin.  Such  is  the  meager 
history  of  free  banking  in  the  United  States  up  to  the  time  of  the 
Sherman  finance  bill  of  January  7,  1875.  The  New  York  general 
law,  after  the  limitations  and  amendments  which  the  experience  of 

a few  years  suggested,  worked  smoothly  and  prosperously.  It 

was  deservedly  regarded  as  the  best  banking  system  which  .had 
yet  been  tried  in  the  United  States.  Its  career  for  twenty-five 
years  was  marked  by  as  few  of  the  casualties  that  commonly 
attend  the  business  of  banking,  as  might  reasonably  be  expected 
in  the  crude  state  of  knowledge  concerning  the  principles  of 

economy  applied  to  financial  organization. 

It  is  now  to  be  tried,  under  the  Sherman  bill,  whether  the 

financial  policy  of  a country  is  of  a nature  to  be  throwm  loosely 
on  the  discretion  of  individuals,  or  whether  it  is  one  of  those  sub- 
jects which  ought  to  be  surrounded  by  every  possible  safeguard; 
whether  it  is  properly  a subject  for  specific  law,  or  for  no  law' 
whatever  excepting  that  which  the  self-interest,  the  ambition,  and 
the  avarice  of  man  may  prescribe.  If  experience  proves  anything 
with  respect  to  the  question  of  limiting  the  paper-money  circula- 
tion of  a country,  it  proves  that  such  limitation  cannot  safely  be 
trusted  to  the  discretion  of  individuals,  or  to  any  thing  short  of 
positive  law,  with  such  penalties  for  its  violation  as  wdll  constitute 
an  effective  guarantee  against  loss  on  the  part  of  the  people, 
either  by  mismanagement  or  fraud.  The  money  of  a country  is 
the  measure  of  its  values  in  every  department  of  labor,  industry 
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and  commerce.  The  power  of  increasing  and  diminishing  its 
volume  is  the  power  of  governing  values,  which,  like  that  of 
establishing  a legal  tender,  ought  to  inhere  in  the  organic  law  of 
the  State,  and  not  be  under  the  control  even  of  Legislatures,  which 
are  at  best  but  transient  bodies,  and  frequently  do  not  represent 
the  majority  of  the  people.  The  free  banking  law  ordained  by 
Congress  is,  in  effect,  the  making  of  values  subject  to  the  interests 
of  individuals.  When  that  interest  is  to  be  promoted,  however 
greatly  at  the  cost  of  the  common  good,  can  it  be  doubted  which 
of  the  two  will  be  sacrificed  ? I am  unable  to  perceive  what 
obstacle  there  is  to  prevent  any  powerful  clique  of  holders  of 
National  bonds,  under  the  Sherman  law,  making  flood  or  famine 
in  the  money  market,  at  their  pleasure. 

I do  not  wish  to  be  understood  as  opposed  in  any  narrow 
spirit  to  the  present  National  banking  system ; but  honestly  believ- 
ing, after  a patient  investigation  of  the  Reports  of  the  Comp- 
troller of  the  Currency,  that  it  has  not  the  ability  to  redeem  its 
circulation,  that  it  never  will  have  that  ability,  and  that  its  outly- 
ing wings  can  never  be  brought  to  specie  payments,  either  by  the 
indulgence  or  the  authority  of  law,  I am  forced  to  the  conclusion 
that  the  sooner  the  country  gets  rid  of  it  the  better.  It  is  my  firm 
conviction  that  there  is  one  way,  and  but  one,  by  which  all  its 
valid  interests  may  be  saved,  and  that  is  by  the  consolidation  of 
its  separate  capitals  under  a National  charter.  To  show  how  this 
can  be  done  will  be  the  object  of  my  next  paper. 


NATIONAL  BANKS  AND  LOANS  ON  REAL  ESTATE. 

No  axiom  of  banking  is  better  established  than  that  banks 
should  not  make  loans  on  real  estate.  -If  this  rule  had  been  more 
faithfully  obeyed,  a very  large  proportion  of  the  banking  disasters 
of  the  last  half  century  would  have  been  prevented.  This  is  as 
tme  of  the  English  joint-stock  banks  as  of  our  own.  The  English 
joint-stock  bank  legislation  has  undergone  great  changes  in  the 
laws  of  1826,  1833,  1845  and  1862,  but,  strange  to  say,  the  per- 
mission to  make  loans  on  real  estate  has  never  been  in  any  way 
curtailed.  The  reason  is  that  the  limits  of  legislative  control  have 
not  been  as  clearly  defined  in  England  as  here.  And  it  has  been 
argued  that  the  law  should  not  interfere  with  banking  any  more 
than  with  any  other  business.  Hence  it  has  happened  that  while 
the  Bank  of  England  has  been  subjected  to  restrictions,  and  has 
been  obliged  to  publish  a weekly  statement  of  its  condition,  the 
joint-stock  banks  escape  this  responsibility.  They  are  let  off  with 
a half-yearly  statement,  and  are  not  even  compelled  by  law  to  publish 
their  reserves  any  oftener  than  once  every  six  months.  Of  course 
this  loose  arrangement  will  not  be  very  long-lived,  and  an  agita- 
tion is  going  on  in  regard  to  it  which  has  been  several  times  of 
late  referred  to  in  our  pages.  In  regard  to  real  estate  there  is 
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nothing,  we  believe,  in  the  English  law  to  prevent  banks  from 
lending  upon  it.  But  several  of  die  London  banks,  in  their  “ Deed 
of  Settlement,”  voluntarily  prohibit  their  managers  from  making 
such  loans.  Under  our  best  systems  of  State  banking  the  prohibi- 
tion was  made  by  law.  They  resembled  in  this  respect  the 
National  Bank  Law  of  1864. 

It  is  w'ell  known  that  the  National  Bank  Law  does  not  allow 
banks  to  loan  money  directly  on  real  estate,  or  to  purchase  real  es- 
tate except  for  its  own  use  in  its  business  location.  Neither  can  a 
National  Bank  purchase  or  take  a mortgage  on  real  estate,  except 
to  secure  the  payment  of  debts  previously  contracted  to  the  bank, 
or  of  debts  incurred  before  the  taking  of  the  mortgage. 

The  object  and  wisdom  of  this  is  plain,  when  w*e  consider  how 
injurious  it  might  be  in  a rapidly  growing  Western  city  for  the 
accumulated  deposits  of  a bank  to  be* controlled  by  a few  officers, 
who  might  use  them  in  monopolizing  lands  to  the  detriment  of  in- 
dividual enterprise;  and,  on  the  other  hand,  all  bankers  know  how 
embarrassing  it  is  to  have  depositors  call  for  money  which  is 
locked  up  in  real  estate.  It  would  be  well  for  all  National  Bank 
officers  to  make  themselves  familiar  with  the  28th  section  of  the 
law,  and  especially  they  must  remember  that  if  a customer  exe- 
cutes a mortgage  to  them,  to  secure  the  payment  of  any  debt  or 
overdraft  of  account  in  the  future,  then  the  bank  cannot  collect 
the  mortgage  under  the  law. 

Besides  this,  if  the  mortgage  is  given  ivith  a note  for  discount 
at  the  bank,  the  law  presumes  that  the  bank  takes  the  mortgage 
before  parting  with  its  money  on  the  discount ; and  in  this  case 
the  mortgage  is  not  collectable,  and  the  security  is  worthless. 

This  is  a matter  of  vital  importance  now,  wrhen  the  customers 
of  country  banks  are  becoming  pressed  for  money,  and  seek  to 
fall  on  their  farms  as  a last  resort;  and  we  quote  a recent  decision 
of  the  United  States  Circuit  Court  in  the  case  of  the  Kansas 
Valley  National  Bank  of  Topeka  vs.  Schuyler  & Sons.  There  the 
bank  held  such  a mortgage,  intended  to  cover  any  advances  made 
by  them  to  the  mortgagors.  Judge  Dillon,  who  gave  this  opinion, 
is  one  of  the  ablest  of  the  eight  Circuit  Judges  of  the  United 
States,  and  has  carefully  weighed  the  subject.  He  says: 

“The  mortgage  of  which  a foreclosure  is  sought,  was  made  by 
the  bankrupt  for  the  double  purpose  of  securing  a debt  to  the 
plaintiff  previously  contracted,  and  to  secure  future  advances,  which 
are  alleged  to  have  been  subsequently  made.  The  mortgage  is 
upon  real  estate.  The  bill  alleges  a mistake  in  the  description  of 
the  property,  and  asks  that  this  mistake  be  corrected  and  the 
mortgage  foreclosed.  The  assignee  files  a general  demurrer  and 
insists  that,  under  the  National  Banking  Act  of  June  3,  1864 
(sections  8 and  28),  the  plaintiff  as  a corporation  organized  under 
that  enactment  has  no  right  to  take,  hold,  or  foreclose  a mortgage 
upon  real  estate,  except  as  a security  for  a debt  contracted  before 
the  taking  of  such  mortgage;  that  the  mortgage  here  in  question 
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was  made  upon  but  one  consideration,  part  of  which — to- wit,  that 
part  which  related  to  future  advances — is  illegal,  and,  being  so, 
the  mortgage  is  wholly  void \ 

“Upon  the  averments  of  the  bill  it  is  my  opinion  that  the 
mortgage  was  made  for  the  two  purposes  above  mentioned,  namely, 
to  secure  a precedent  debt  to  the  bank,  and  also  to  secure  future 
advances  to  be  made  by  the  bank. 

“ I am  also  of  opinion,  under  sections  8 and  28  of  the  National 
Banking  Act,  that  a mortgage  upon  real  estate  is  clearly  author- 
ized as  4 a security  for  debt  previously  contracted/  and  as  clearly 
unauthorized  when  made  as  a security  for  money  to  be  thereafter, 
advanced  by  the  bank  on  the  strength  of  such  security. 

“ The  mortgage  in  question  rests  upon  a valid  consideration,  and 
is  authorized  by  the  law  so  far  as  it  secures  a debt  previously  due 
to  the  bank  by  the  mortgagor ; and  it  is  invalui  so  far  as  it  under- 
took to  secure  a debt  then  or  thereafter  to  be  created.  The 
line  which  separates  that  which  is  good  from  that  which  is  bad  is 
plain;  and  I am  of  opinion  that  the  defendants*  counsel  are  mis- 
taken in  supposing  this  to  be  a case  in  which  the  consideration  is 
indivisible  and  the  whole  mortgage  void.  The  two  parts  of  the 
security  are  easily  separable,  and  the  result  is  that  the  good  stands 
and  the  bad  must  fall. 

“ It  follows  that  the  Court  may  correct  the  mistaken  description 
in  the  mortgage  in  suit  and  enforce  the  same,  so  far,  and  so  far 
only,  as  it  was  given  to  secure  a debt  to  the  bank  previously 
contracted.  The  demurrer  being  general,  it  is  overruled.** 

What  is  essential  to  be  remembered  by  our  bank  officers  is,  first, 
that  the  National  Bank  Law,  section  28,  allows  a bank  “to  pur- 
chase, hold  and  convey  real  estate  ....  in  good  faith  by  way  of 
security  for  debts  prn'iously  contracted ,**  and  secondly,  that  the 
United  States  Circuit  Court  in  the  above  decision  emphatically 
declares  that  a conveyance  of  real  estate  to  secure  debts  afterwards 
created,  either  overdrafts  of  account,  or  notes,  or  otherwise,  is  not 
valid  or  binding,  and  is  worthless  to  a National  Bank. 


State  Debts  in  Default. — A recently  published  statement  places  the  aggre- 

?ite  of  State  debts  in  the  Union  in  1874  at  $382,970,517,  being  an  increase  of 
38,200,000  since  1870.  Of  this  amount  $ 164,732,000  is  reported  in  default — the 
defaulting  States  being  Alabama,  on  $21,350,000;  Arkansas,  on  $12,800,000; 
Florida,  on  $3,774,000;  Georgia,  on  $11,000,000;  Louisiana,  on  $24433,000; 
Minnesota,  on  $2,275,000;  Mississippi,  on  $7,000,000;  North  Carolina,  on 
$24,900,000;  South  Carolina,  on  $13,200,000;  and  Virginia,  on  $46,000,000. 
Of  the  total  State  debts,  $ 92,924,000  is  estimated  to  be  held  abroad,  and  of 
the  amount  in  default,  $54,174,000  is  held  abroad.  The  debts  in  default  bear 
an  average  interest  of  about  seven  per  cent.  Two  of  the  defaulting  States, 
Georgia  and  Minnesota,  have  disowned  the  debts ; others,  like  Mississippi, 
Louisiana,  and  South  Carolina,  have  repudiated  them ; and  others,  like  North 
Carolina  and  Virginia,  declare  their  mability  to  pay — Virginia,  because  the 
new  State  of  West  Virginia  refuses  to  assume  its  just  share  of  the  indebt- 
edness. 
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ANOTHER  FINANCIAL  BILL. 

Nine  Hundred  Million  Dollars  Specie  Wanted. 

To  the  Editor  of  the  Banker* s Magazine : 

Distrust  of  the  “free  banking”  and  specie  payment  bill  of  Sen- 
ator  Sherman  is  already  manifested  in  the  House  of  Representatives 
•by  the  announcement  of  a substitute.  It  is  not  likely,  however, 

that  the  Senate  can  be  brought  to  act  upon  another  financial 

measure  within  the  closing  days  of  the  session.  The  smoke  of  the 
battle  for  the  next  Presidency  already  obscures  the  sight,  and 
pushes  out  of  cognizance  every  other  issue.  The  fourth  day  of 
March,  1877,  is  the  earliest  time  to  which  we  can  look  forward 
with  the  least  hope  of  any  effective  legislation  on  the  subject  of 
the  finances.  Meanwhile  we  are  under  the  “ free  banking  ” and 
“specie  paying”  bill  of  the  Hon.  John  Sherman,  of  Ohio.  It 

may  be  of  some  service  to  analyze  that  bill,  for  the  purpose  of 

discovering  wThat  possible  good. may  be  effected  under  it  in  the  di- 
rection of  the  grand  desideratum — specie  payments.  We  may  pre- 
mise that  the  principal  feature  of  it,  w’hich  is  the  accumulation  of 
nearly  $ 400,000,000  of  gold  and  silver  coin  in  the  Treasury  of  the 
United  States  on  the  first  day  of  January,  1879,  is  of  itself  an  un- 
dertaking of  such  magnitude  as  to  challenge  our  belief  in  the 
possibility  of  it.  The  manner  in  which  the  precious  metals  accu- 
mulate in  any  one  place  is  well  understood  to  be  by  the  continuous 
credits  of  commerce.  The  oft-repeated  simile  of  water  gravitating 
to  its  natural  level  indicates  the  law.  It  is  the  common  agreement 
of  the  world,  the  United  States  included,  that  gold,  and  gold  only 
(or  silver),  shall  liquidate  international  debts.  Wherever  there  is 
debt,  there  gold  must  go  to  pay  it ; and  for  no  other  purpose,  nor 
by  any  other  process,  can  the  precious  medium  be  transferred. 
What,  therefore,  has  the  Congress  of  the  United  States  done,  in 
that  act  of  legislation  by  wThich  it  declares  the  Secretary  of  the 
Treasury  shall  have  on  hand  on  the  first  day  of  January,  1879, 
the  prodigious  sum,  in  gold  and  silver  coin,  of  $400,000,000?* 
It  has  virtually  declared  that  our  exports  shall  exceed  our  im- 
ports by  that  much  up  to  the  date  named;  for  how  otherwise 
could  the  gold  come  to  us?  But  does  not  the  law  authorize  the 
Secretary  of  the  Treasury  to  issue  bonds  for  the  absolute  purchase 
of  gold  to  the  extent  required?  True;  but  to  purchase  gold  is 
one  thing,  to  keep  it  in  the  country  is  another  thing.  The  state 
of  our  foreign  commercial  account  at  the  time  will  settle  the 
question.  If  that  be  favorable,  the  gold  will  come  without  pur- 
chase by  the  common  terms  of  international  liquidation;  if  it  be 

* $300,600,000  to  redeem  the  legal-tender  notes,  and  nearly  $100,000,000  as  a prudential  re- 
serve to  meet  the  interest  on  the  National  debt 


Digitized  by  CjOOQle 


*875-1 


ANOTHER  FINANCIAL  BILL. 


711 

unfavorable,  the  gold  purchased  will  flow  back  again  by  those 
same  terms.  The  solitary  example  that  occurs  to  us  in  which  a 
National  emergency  was  warded  off  by  the  purchase  of  gold  in  a 
foreign  market,  notwithstanding  an  adverse  exchange,  is  that  of  the 
late  Emperor  Napoleon,  who  caused  large  sums  to  be  imported 
from  England,  nominally  to  aid  the  Bank  of  France.  This  was  a 
transient  emergency;  and  it  succeeded  because  there  was  nothing 
in  the  state  of  the  commercial  account  of  France  with  other 
markets  to  maintain  a continuous  outflow  of  specie,  as  there  is 
with  the  United  States.  It  is  to  be  apprehended  that  the  Chair- 
man of  the  Committee  on  Finance,  and  the  majorities  in  the  two 
houses  by  which  the  absurd  measure  of  attempting  to  force  the 
country  into  specie  payments  was  passed,  were  little  troubled  with 
any  laborious  investigation  into  the  means  by  which  the  Secretary 
of  the  Treasury  is  to  get  his  $400,000,000  of  gold  coin  on  the 
first  of  January,  1879.  At  this  very  moment  Congress  is  puzzling 
its  brains  to  raise  the  one-tenth  part  of  that  sum  to  supply  a de- 
ficiency for  immediate  wants.  Why  has  not  the  Chairman  of  the 
Finance  Committee  applied  the  same  expedient  to  raise  the 
$40,000,000,  that  he  apparently  deems  adequate  to  produce  the 
$ 400,000,000  ? That  which  suffices  for  the  larger,  is  it  not  equal 
to  the  smaller  ? Or  «nust  we  settle  to  the  conclusion  that  the 
Chairman  of  the  Finance  Committee  is  not  ignorant  of  the  part 
that  commerce  plays  in  these  great  affairs — that  he  is  well  con- 
vinced of  the  trifling  character  of  the  legislation  with  which  the 
country  is  to  be  deluded  while  the  next  two  years  shall  glide  into 
the  past,  and  devolve  the  disgrace  of  failure  on  a new  party! 
All  intelligent  people  are  gravitating  to  this  view  of  the  case,  and 
we  believe  that  the  time  is  near  at  hand  when  the  responsibility 
for  the  bad  state  of  the  Treasury  will  be  laid  at  the  door  of  those 
ignorant  and  incapable  law-makers  to  whom  it  justly  belongs. 

Every  other  view  of  this  extraordinary  case  aside,  it  is  an  im- 
possible thing  to  accumulate,  in  any  one  market  on  the  face  of 
the  earth,  such  a vast  amount  of  gold  and  silver  coin  as  the 
Sherman  bill  calls  for.  The  average  bullion  reserve  of  the  Bank 
of  England,  for  the  past  thirty  years,  ha£  not  exceeded  $80,000,- 
000.  In  that  great  institution,  if  anywhere,  with  the  largest  trade 
and  commerce  of  the  world  to  back  it,  would  it  be  possible  to 
gather  anything  like  the  vast  sum  which  our  Secretary  of  the 
Treasury  is  under  Congressional  orders  to  amass?  We  hazard 
nothing  by  the  assertion  that,  if  the  British  Government  should 
impose  such  a task  on  the  Chancellor  of  the  Exchequer,  the 
whole  commercial  world  would  rise  in  rebellion  against  it,  and  the 
result  would  be  a general  disorganization  of  the  business  of  all 
countries,  and  at  last  an  inglorious  . failure  of  the  audacious  ex- 
periment. 

If  we  take  a casual  view  of  what  is  going  on  at  this  moment, 
and  at  what  experience  abundantly  teaches  us  must  continue  to 
go  on,  far  beyond  the  interval  of  grace  allowed  Secretary  Bristow 
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for  the  achievement  of  his  greater  than  herculean  labors,  we  shall 
need  no  further  instruction  to  convince  us  of  the  utter  hopeless- 
ness of  our  financial  situation  under  its  present  regime.  First, 
there  is  $100,000,000  of  gold,  or  its  equivalent,  exported  yearly  for 
interest  on  the  debt.  The  estimated  gold  interest  on  railway 
bonds  and  other  obligations  is  give'll  at  $40,000,000.  We  can 
hardly  hope  to  escape  a considerable  addition  to  these  figures  on 
commercial  account.  If  we  place  the  annual  drain  of  gold,  for 
the  four  years  to  come,  at  $150,000,000,  we  shall  have  an  export 
of  $600,000,000  to  provide  for  between  the  present  time  and 
the  first  day  of  January,  1879,  which,  added  to  the  $300,000,000 
for  the  redemption  of  the  legal-tender  notes,  gives  an  aggre- 
gate requirement  of  $900,000,000  for  the  coming  four  years! 
Our  annual  product  from  the  mines  is  about  $60,000,000  a year. 
Where  is  the  rest  of  the  “pile”  to  come  from?  Since  the  gather- 
ing of  it  must  be  a progressive  work,  and  the  result  of  commercial 
dealings,  we  warn  Secretary  Bristow  that  there  is  not  a day  to  be 
lost  in  preparation  for  the  grand  achievement. 

Among  other  expedients  to  lift  ourselves  out  of  the  bog  of 
suspension,  is  that  of  . borrowing — wdiich,  we  apprehend,  would  be 
found  impracticable.  If  Mr.  Bristow  shoulder  couU,  borrow  three 
or  four  hundred  million  dollars,  he  could  not  borrow'  the  rate  of 
exchange!  It  might  not  prove  impossible  to  get  up  another  syn- 
dicate of  foreign  bankers  of  w hich  to  make  such  a loan ; but 
what  would  that  be  in  effect,  different  from  the  selling  of 
bonds  ? The  latter  would,  after  all,  be  the  better  ex- 
pedient, as  it  is  the  simpler.  But  what  a farce  for  the 

nation  that  is  constantly  proclaiming  itself  replete  with  the 

richest  resources  in  the  world — the  nation  that  has  been  mak- 
ing the  world  ring  with  its  boast  of  having  paid  off  some  four 
hundred  million  dollars  of  its  debt  (Boutwell,  Fin.  vol.,  p.  v.)  to 
turn  beggar,  hat  in  hand,  to  borrow  it  back  again  from  those  na- 
tions whom  we  have  taunted  with  inability  to  pay  their  owrn  creditors 
their  just  dues!  Is  not  this  a picture  to  laugh  at?  The  discov- 
ery forces  itself  upon  us  at  length,  that  our  reduction  of  debt  is 
a seeming  rather  than  a reality — that  it  is  no  more  than  shifting 
the  place  of  the  debt  from  one  ledger  to  another!  It  is  to  be 
hoped  that  we  may  add  to  this  another  discovery,  viz.: 

That  it  is  unworthy  of  a great  nation  to  resort  to  mere 

expedients  of  financial  jugglery  to  lighten  its  burdens,  instead 
of  cultivating  its  solid  reserves  of  wealth,  and  profiting  by  the 
experience  of  other  nations  in  organizing  its  financial  methods 
harmoniously  with  the  principles  of  scientific  economy. 

J.  S.  G. 
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THE  BANKING  LAWS  OF  PENNSYLVANIA. 

The  annual  message  of  Governor  Hartranft,  to  the  Legislature 
of  Pennsylvania,  takes  strong  ground  against  existing  facilities  in 
that  State,  for  the  incorporation  of  banks,  savings  banks  and  trust 
companies.  It  urges  such  enactments  as  shall  more  clearly  define 
their  powers  and  privileges,  and  shall  guard  the  interests  of  the  pub- 
lic, while  duly  encouraging  the  proper  investment  of  banking  capi- 
tal. The  message  furnishes  the  following  statements  and  opinions : 

“ We  have  in  the  State  one  hundred  and  ninety-nine  National 
banks,  whose  capital  is  about  $52,000,000,  and  one  hundred  and 
seventeen  State  banks,  and  savings  institutions,  whose  capital,  ac- 
tually paid  in,  as  per  Auditor  General’s  report  of  1874,  was  $8,- 
370,168.85;  in  all,  three  hundred  and  sixteen  banks  and  savings 
institutions,  with  an  aggregate  capital  of  $60,000,000.  For  the 
proper  regulation  of  National  banks  we  are  dependent  upon  the 
National  Government.  For  the  regulation  of  State  banks,  savings 
funds,  and  trust  companies,  the  State  Government  is  responsible  to 
its  people,  and  as  it  is  probable  a bill  for  the  enactment  of  a gen- 
eral law,  in  compliance  with  the  provisions  of  the  new  Constitu- 
tion for  the  organization  of  banks,  may  come  before  you  at  this 
session,  I invite  your  special  consideration  thereto.  In  my  last  annual 
message  I called  attention  to  the  vicious  practice  that  had  grown 
up  in  the  State,  of  incorporating  banks,  savings  and  trust  compa- 
nies, without  fixing  proper  and  definite  limitations  to  their  powers 
and  privileges,  and  providing  for  their  enforcement.  In  the  enact- 
ment of  a general  law,  whereby  they  can  be  organized  without 
limit,  it  is  of  the  highest  importance  to  the  business  interests  of  the 
people,  and  the  material  development  of  the  State,  that  their  powers 
and  privileges  be  clearly  defined,  and  any  violation  thereof  should 
subject  them  to  proper  penalties  or  the  forfeiture  of  their  charters. 

“The  charters  of  these  State  banks  and  institutions  were  mostly 
granted  within  the  past  few  years,  and  many  of  them  possess 
powers  and  privileges  which  should  never  have  been  conferred. 
The  Auditor  General’s  report  of  1874  shows  they  had  over  $ 23,- 
000,000  of  deposits.  Some  of  them  are  averaging  $10,  $20,  $30 
and  $ 40  of  deposits  for  each  dollar  of  capital  stock  paid  in ; de- 
pending, in  some  instances,  almost  entirely  upon  their  deposits  for 
banking  facilities.  These  are  obtained  by  offering  usually  six  per 
cent,  interest,  and  loaned  back  to  the  community  in  which  they 
are  borrowed  at  higher  rates  of  interest. 

“ These  banks  and  savings  institutions  act  as  ‘ middle  men  ’ be- 
tween the  lender  and  the  borrower,  resulting  in  the  rates  of  inter- 
est advancing  wherever  they  are  established.  That  these  banks 
and  institutions,  with  rare  exceptions,  charge  interest  greatly  in 
excess  of  legal  rates  is  notorious ; that  excessive  rates  of  interest 
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enrich  the  few  and  impoverish  the  many  is  equally  undeniable, 
and  the  public  welfare  demands  that  a policy  so  injurious  should 
be  abided.  The  large  majority  of  these  State  institutions  are 
styled  savings  banks ; with  few  exceptions,  their  resemblance  to 
properly  regulated  savings  banks  exists  only  in  name.  * * * 

“ I also  suggest  that  in  any  general  law  that  may  be  enacted 
for  the  organization  of  banks,  they  be  required  to  have  a reasona- 
ble amount  of  capital  stock,  not  less  than  $ 50,000,  and  to  pay  it 
up  within  one  year  after  organization ; that  the  stockholders  be  made 
personally  liable  for  double  the  amount  of  stock  held  by  them 
respectively,  and  they  be  prohibited  from  charging  or  receiving 
interest  above  legal  rates ; and  that  this  prohibition  be  extended 
alike  to  securities  discounted  or  purchased.  I also  renew  my 
suggestions  that  they  be  made  subject  to  examinations,  re- 
quired to  publish  quarterly  statements,  under  oath,  and  to  retain 
in  their  vaults  a cash  reserve  of  ten  per  cent,  of  their  net  liabili- 
ties. ” 


NEW  ACTS  OF  CONGRESS. 

Extracts  from  “an  act  to  amend  existing  customs  and 

INTERNAL  REVENUE  LAWS,  AND  FOR  OTHER  PURPOSES,”  AP- 
PROVED FEBRUARY  8th,  1875. 

Sec.  15.  That  the  words  “bank-check,  draft,  or  order  for  the 
payment  of  any  sum  of  money  whatsoever,  drawn  upon  any  bank, 
banker,  or  trust  company,  at  sight  or  on  demand,  two  cents,”  in 
Schedule  B of  the  Act  of  June  thirtieth,  eighteen  hundred  and 
sixty-four,  be,  and  the  same  are  hereby,  stricken  out,  and  the  fol- 
lowing paragraph  inserted  in  lieu  thereof : 

“ Bank-check,  draft,  order  or  voucher,  for  the  payment  of  any 
sum  of  money  whatsoever,  drawn  upon  any  bank,  banker,  or  trust 
company,  two  cents.” 

Sec.  19.  That  every  person,  firm,  association  other  than  National 
bank  associations,  and  every  corporation,  State  bank  or  State  bank- 
ing association,  shall  pay  a tax  of  ten  per  centum  on  the  amount 
of  their  own  notes  used  for  circulation  and  paid  out  by  them. 

Sec.  20.  That  every  such  person,  firm,  association,  corporation. 
State  bank,  or  State  banking  association,  and  also  every  National 
banking  association,  shall  pay  a like  '.ax  of  ten  per  centum  on  the 
amount  of  notes  of  any  person,  firm,  association  other  than  a na- 
tional banking  association,  .or  of  any  corporation,  State  bank,  or 
State  banking  association,  or  of  any  town,  city,  or  municipal  cor- 
poration, used  for  circulation  and  paid  out  by  them. 

Sec.  21.  That  the  amount  of  such  circulating  notes,  and  of  the 
tax  due  thereon,  shall  be  returned,  and  the  tax  paid  at  the  same 
time,  and  in  the  same  manner,  and  with  like  penalties  for  failure 
to  return  and  pay  the  same,  as  provided  by  law  for  the  return 
and  payment  of  taxes  on  deposits,  capital,  and  circulation,  imposed 
by  the  existing  provisions  of  internal  revenue  law. 
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THE  SINKING  FUND. 

Congress  passed  three  successive  laws  in  regard  to  the  Sink- 
ing Fund  prior  to  the  bill  introduced  10th  February  by  the 
Committee  on  Ways  and  Means.  To  carry  out  the  provisions  of 
those  three  previous  statutes,  35  millions  of  dollars  of  revenue 
are  computed  to  be  necessary.  This  sum,  the  committee's  bill 
proposes  to  raise  by  new  taxation.  The  Secretary  of  the  Treasury 
has  expressed  his  earnest  desire  to  carry  out  the  provisions  of  the 
Sinking  Fund  law,  for  two  reasons.  First,  because  these  provisions 
must  be  obeyed,  so  long  as  they  are  the  law  of  the  land;  and 
secondly,  because  the  credit  of  the  Government,  and  the  efforts  of 
the  Syndicate  to  float  the  new  five  per  cents.,  will  be  aided. 

The  Sinking  Fund  arrangements  by  which  the  old  debt  of  the 
United  States  was  extinguished,  form  no  part  of  our  present  argu- 
ment, though  the  progress  of  that  fund  was  extremely  interesting. 
Our  present  sinking  fund  was  created  by  the  Act  Feb.  25,  1862,  which 
authorized  a war  debt  of  $650,000,000,  for  the  security  of  which 
it  provided  that  the  customs  duties  should  be  paid  in  coin.  This 
coin  was  directed  to  be  used  for  three  purposes  only:  First,  to 

pay  the  interest  on  the  public  debt.  Secondly,  for  “the  purchase 
or  payment  of  one  per  centum  of  the  entire  debt  of  the  United 
States,  within  each  fiscal  year  after  the  first  day  of  July,  1862,. 
the  bonds  to  be  set  apart  as  a sinking  fund,  and  the  interest  upon 
them  to  be  in  like  manner  applied  to  the  purchase  or  payment  of 
the  public  debt  as  the  Secretary  shall  from  time  to  time  direct." 
Thirdly,  the  residue  of  the  coin  received  for  customs  duties  was 
directed  “to  be  paid  into  the  Treasury  of  the  United  States." 

% Every  one  knows  that  without  a surplus  revenue  a sinking  fund 
is  impossible.  During  the  war  no  such  surplus  existed,  hence  the 
Sinking  Fund  law  was  in  abeyance  until  Congress,  by  joint  resolu- 
tion of  17  th  March,  1864,  gave  the  Secretary  of  the  Treasury  per- 
mission to  sell  gold  from  the  Treasury,  but  added  a proviso  that 
“ the  obligation  should  not  be  impaired  to  create  the  sinking  fund, 
as  provided  in  the  Act  of  25th  February,  1862."  Of  course  it  was 
absurd  to  borrow  money  for  the  mere  purpose  of  putting  it  into 
the  sinking  fund;  and  as  the  pressure  of  the  war  debt  was  very 
heavy,  the  disbursements  of  the  Government  required  that  the 
whole  revenue  should  be  paid  directly  into  the  Treasury,  to  be 
used  for  the  ordinary  expenses  of  the  Government.  On  the  12th 
May,  1869,  Mr.  Boutwell,  who  was  then  Secretary  of  the  Treas- 
• ury,  purchased  one  million  of  bonds  for  the  sinking  fund  at  83.22 
in  coin.  This  was  the  first  transaction  under  the  Sinking  Fund 
law.  The  last  of  these  transactions  took  place  under  Mr. 
Richardson,  on  the  24th  September,  1873.  The  bonds  pur- 
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chased  during  the  interval  of  nearly  four  years  and  a-half 
amounted  to  $323,253,800,  and  post  in  gold  about  $307,702,207. 

Since  September,  1873,  no  bonds  have  been  purchased  for  the 
sinking  fund,  inasmuch  as  the  Treasury  has  had  barely  sufficient  rev- 
enue to  meet  its  other  disbursements,  the  surplus  last  year  amount- 
ing to  no  more  than  $2,344,882.  The  third  statute  to  which  we 
referred  is  found  in  the  0th  section  of  the  funding  lawr  of  14th 
July,  1870.  This  law  was  passed  when  Mr.  Boutwell,  after  carry- 
ing on  his  bond  purchases  during  fifteen  months,  had  accumulated 
about  130  millions  in  the  sinking  fund.  This  statute  required 
these  bonds  to  be  canceled,  instead  of  being  allowed  to  accumu- 
late as  before.  It  provided  that  a record  of  the  bonds  so  destroyed 
should  be  first  made  in  the  books  of  the  Treasury  Department, 
and  that  the  amount  of  the  bonds  of  each  class  that  have  been 
canceled  should  be  deducted  respectively  from  the  amount  of  each 
class  of  the  outstanding  debt  of  the  United  States.  To  provide 
means  for  this  purpose  the  statute  of  June,  1870,  further  enacted 
that  “ the  amount  so  to  be  applied  is  hereby  appropriated  annually 
for  that  purpose  out  of  the  receipts  for  duties  on  imported  goods.” 

These  three  statutes  now  constitute  the  law  of  the  United  States 
controlling  the  sinking  fund.  Their  provisions  are  all  contained  in 
the  digest  of  the  laws  of  the  United  States  just  published.  In  this 
digest  the  various  sections  read  as  follows: 

Sec.  369^.  The  faith  of  the  United  States  is  solemnly  pledged  to  the  pay- 
ment in  com,  or  its  equivalent,  of  all  the  obligations  of  the  United  States  not 
bearing  interest,  known  as  United  States  notes,  and  of  all  the  interest-bearing 
obligations  of  the  United  States,  except  in  cases  where  the  law  authorizing 
the  issue  of  any  such  obligation  has  expressly  provided  that  the  same  may  be 
paid  in  lawful  money,  or  other  currency  than  gold  and  silver.  But  none  of 
the  interest-bearing  obligations  not  already  due  shall  be  redeemed  or  paid  be- 
fore maturity,  unless  at  such  time  United  States  notes  are  convertible  into 
coin  at  the  option  of  the  holder,  or  unless  at  such  time  bonds  of  the  United 
States,  bearing  a lower  rate  of  interest  than  the  bonds  to  be  redeemed,  can 
be  sold  at  par  in  coin.  The  faith  of  the  United  States  is  also  solemnly 
pledged  to  make  provisions,  at  the  earliest  practicable  period,  for  the  redemp- 
tion of  the  United  States  notes  in  coin. 

Sec.  3694.  The  coin  paid  for  duties  on  imported  goods  shall  be  set  apart 
as  a special  fund,  and  shall  be  applied  as  follows: 

First.  To  the  payment  in  coin  of  the  interest  on  the  bonds  and  notes  of 
the  United  States. 

Second.  To  the  purchase  or  payment  of  one  per  centum  of  the  entire  debt 
of  the  United  States,  to  be  made  within  each  fiscal  year,  whjch  is  to  be  set 
apart  as  a sinking  fund,  and  the  interest  of  which  shall  in  like  manner  be 
applied  to  the  purchase  or  payment  of  the  public  debt,  as  the  Secretary  of 
the  Treasury  snail  from  time  to  time  direct. 

Third.  The  residue  to  be  paid  into  the  Treasury. 

Sec.  3695.  All  bonds  applied  to  the  sinking  fund,  and  all  other  United 
States  bonds  redeemed  or  paid  by  the  United  States,  shall  be  canceled  and 
destroyed.  A detailed  record  of  the  bonds,  so  canceled  and  destroyed,  shall 
be  first  made  in  the  books  of  the  Treasury  Department.  The  amount  of  the 
bonds  of  each  class  that  have  been  canceled  and  destroyed  shall  be  deducted 
respectively  from  the  amount  of  each  class  of  the  outstanding  debt  of  the 
United  States. 
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Sec.  3696.  In  addition  to  other  amounts  that  may  be  applied  to  the  re- 
demption or  payment  of  the  public  debt,  an  amount  equal  to  the  interest  on 
all  bonds  belonging  to  the  sinking  fund  shall  be  applied,  as  the  Secretary  of 
the  Treasury  shall  from  time  to  time  direct,  to  the  payment  of  the  public 
debt. 

Sec.  3697.  The  Secretary  of  the  Treasury  is  authorized,  with  any  coin  in 
the  Treasury  which  he  may  lawfully  apply  to  such  purpose,  or  which  may  be 
derived  from  the  sale  of  any  of  the  bonds  which  he  may  be  authorized  to  dis- 
pose of  for  that  purpose,  to  pay  at  par  and  cancel  any  six  per  centum  bonds 
of  the  United  States  of  the  kind  known  as  five-twenty  bonds,  which  have 
become,  or  shall  hereafter  become,  redeemable  by  the  terms  of  their  issue. 
But  the  particular  bonds,  so  to  be  paid  and  canceled,  shall  in  all  cases  be 
indicated  and  specified  by  class,  date,  and  number,  in  the  order  of  their  num- 
bers and  issue,  beginning  with  the  first  numbered  and  issued,  in  a public 
notice  to  be  given  by  the  Secretary  of  the  Treasury,  and,  in  three  months 
after  the  date  of  such  public  notice,  the  interest  on  the  bonds,  so  selected  and 
advertised  to  be  paid,  shall  cease. 

Sec.  3698.  The  Secretary  of  the  Treasury  shall  cause  to  be  paid,  out  of 
any  money  in  the  Treasury  not  otherwise  appropriated,  any  interest  falling 
due,  or  accruing,  on  any  portion  of  the  public  debt  authorized  by  law. 

Sec.  3699.  The  Secretary  of  the  Treasury  may  anticipate  the  payment  of 
interest  on  the  public  debt,  by.  a period  not  exceeding  one  year,  from  time  to 
time,  either  with  or  without  a rebate  of  interest  upon  the  coupons,  as  to  him 
may  seem  expedient ; and  he  is  authorized  to  dispose  of  any  gold  in  the 
Treasury  of  the  United  States  not  necessary  for  the  payment  of  interest  of 
the  public  debt.  The  obligation  to  create  the  sinking  fund  shall  not,  how- 
ever, be  impaired  thereby. 


Mr.  Chase  and  the  Treasury.— A letter  to  Judge  Whittaker,  of  New 
Orleans,  from  the  late  Chief  Justice  Chase,  dated  at  Cincinnati,  November 
21,  1864,  has  recently  been  published.  It  contains  the  following  reason  for  his 
resignation  of  the  Treasury  Department,  and  his  confidence  in  what  could  be 
done  by  its  head: 

“I  never  thought  much  of  position  in  itself;  as  an  opportunity  for  useful 
labor,  in  a good  cause  only,  have  I thought  it  specially  desirable.  I resigned 
the  Secretaryship  of  the  Treasury  because  I did  not  think  I could  hold  it 
longer  usefully  to  the  country  or  honorably  to  myself.  I did  not  resign  because 
I saw  any  difficulty  in  the  financial  position  which  judicious  administration  and 
legislation  could  not  easily  overcome.  On  the  contrary,  I would  have  been 
willing  to  give  bond  and  security  to  the  amount  of  all  I nave,  that  if  supported 
according  to  my  judgment  of  what  was  expedient  and  fit,  I would  make  every 
greenback  and  National  bank  note  par  with  gold  in  a year ; or,  if  thought 
wiser,  within  six  months.” 


Savings  Banks  in  France. — The  returns  of  the  Paris  Savings  Banks  for 
the  past  year  show  that  the  class  of  the  community  which  patronizes  that  in- 
stitution is  slowly  recovering  from  the  effects  of  the  war  and  the  Commune. 
The  deposits  amounted  to  nearly  14,500,000  francs,  while  in  1873  they  were 

13.500.000,  and  in  1872  only  12,629,000  francs.  In  former  years  they  reached 

23.500.000.  The  repayments  were  55,000  francs  less  in  1874  than  in  1873; 
the  number  of  depositors  increased  from  240,000  to  245,000,  and  the  gross  sum 

- held  by  the  bank  is  37.857,000  francs,  being  an  increase  of  1,100,000  francs. 
The  Republique  Francaise  which  gives  these  statistics,  advocates  the  introduc- 
tion of  penny  and  school  banks,  m order  that  France  may  recover  its  high 
position  among  the  nations,  the  laboring  classes  of  which  are  distinguished  for 
their  thrift. 
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INQUIRIES  OF  CORRESPONDENTS, 

Addressed  to  the  Editor  of  the  Banker’s  Magazine. 


I.  Should  Post-Dated  Checks  be  Protested  for  Non-Acceptance? 

Ohio,  December,  1874. 

We  are  in  the  habit  of  protesting  for  non-acceptance  all  checks  dated  ahead, 
and  claim  this  to  be  the  correct  practice.  Please  express  your  opinion. 
These  post-dated  checks  are  a nondescript,  and  a nuisance.  Parties  may  as 
well  draw  time-checks,  like  drafts;  then  every  one  will  understand  them. 

Ohio,  December  31,  1874. 

John  Smith,  a depositor  of  this  bank,  draws  his  check  for  $100  on  this  day, 
but  dates  it  January  15,  1875,  making  it  payable  to  the  order  of  Richard  Roe, 
resident  of  New  York,  who  endorses  it  over  to  his  bank.  His  bank  sends  it 
to  a bank  at  this  place  for  collection  and  returns.  On  January  12th  such 
bank  presents  it  at  our  office  and  demands  acceptance . 

I hold  that  as  the  check  is  not  due,  I cannot  pay  it;  that  I cannot  accept 
without  certifying  it  to  be  good.  The  depositor’s  account  is  good  for  the 
amount  on  the  12th,  but  may  not  be  on  the  15th.  To  certify  it  on  the  12th, 
I must  charge  depositor  with  it,  thus  diverting  funds  from  uses  other  than  he 
may  have  intended.  Is  our  neighbor  bank  justified  in  protesting  check  on  the 
1 2th  for  non-acceptance? 

Reply. — As  both  the  above  come  from  the  same  place,  it  is  to  be  inferred 
that  each  refers  to  the  same  transaction,  although  a post-dated  check,  and  a 
check  payable  at  a day  subsequent  to  its  date,  are  quite  different  in  the  eye 
of  the  law.  The  former  is  simply  a check,  and  to  be  treated  only  as  such. 
It  is  payable,  absolutely,  on  the  day  of  its  date,  or  any  time  thereafter.  The 
latter  occupies  an  uncertain  status,  for  the  decisions  of  high  legal  authorities 
have  alternately  fixed  it  as  a check  and  as  an  inland  bill  of  exchange.  In 
view  of  this  uncertainty,  and  the  risk  and  annoyance  involved,  we  do  not 
wonder  that  one  of  our  correspondents  vigorously  condemns  such  checks. 
But  if  received  for  collection,  it  is  not  his  duty  to  demand  acceptance  before 
their  maturity,  and  still  less  is  it  the  duty  of  the  bank  upon  whom  drawn  to 
accept  them.  The  latter  would  be  clearly  wrong  in  so  doing,  for  either  ac- 
ceptance or  payment  before  maturity,  would  be  entirely  at  its  own  risk. 

We  give  the  substance  of  Morse’s  summary  of  this  question,  in  his  ex- 
cellent treatise  on  the  Law  relating  to  Banks  and  Banking,  a book  which 
should  be  in  the  hands  of  every  banker  in  the  land. 

Treating  generally  of  an  instrument  dated  on  a certain  day,  and  by  some 
form  of  words  made  payable  at  a day  certain  thereafter,  it  is  probable  that 
between  the  array  of  opposing  authorities  the  preponderance  will  be  considered 
to  lie  in  favor  of  the  doctrine  that  such  paper  is  not  to  be  considered  as  a 
check,  but  as  an  inland  bill  of  exchange,  and  so  as  entitled  to  grace.  The 
cases  which  sustain  this  view  are  numerous,  and  some  of  them  have  been 
rendered  by  tribunals  entitled  to  command  great  respect.  .... 

Upon  the  other  side  the  authorities  are  few,  and  derive  their  weight  chiefly 
from  the  influence  which  attaches  itself  to  the  opinion  of  one  who  has  had  so 
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much  to  do  with  the  molding  of  American  law  as  Mr.  Justice  Story.  His 
opinion,  delivered  in  the  matter  of  Brown,  is  an  elaborate  disquisition,  in 
which  many  auestions  concerning  the  law  of  checks  are  treated  with  much 
learning  and  clearness.  He  lays  down  very  positively,  in  an  argument  of  con- 
siderable length,  that  an  instrument  having  the  general  form  and  characteris- 
tics of  a check,  save  that,  being  drawn  ana  dated  on  a certain  day,  it  is  made 
payable  on  a future  day  named,  is  payable  on  and  after  such  day,  immediately 
upon  presentment,  without  grace.  He  well  remarks  that  the  parties,  by  using 
the  common  form  of  a bank  check,  an  instrument  to  which  tne  peculiarity  of 
carrying  no  grace  is  wdll  known,  to  be  inseparably  attached,  signify  that  they 
propose  to  execute  and  issue  a bank  check,  and  not  any  other  species  of  busi- 
ness paper  whatsoever;  wherefore  they  impliedly  authorize  and  direct  the  bank 
to  treat  the  document  as  a check — that  is,  to  pay  it  immediately  upon  present- 
ment and  demand  on  any  day  on  or  after  that  specially  named  for  payment. 
- . . . . Strong  as  Judge  Story’s  argument  is,  tne  weight  of  judicial  author- 

ity is  clearly  very  preponderant  in  the  opposite  scale.  Further,  it  will  be 
observed  that  the  latest  decisions  tend  quite  uniformly  to  the  view  that  all 
such  hybrid  instruments,  which  are  ordinary  checks  in  all  saving  the  naming 
of  a future  day  for  payment,  but  in  that  respect  are  bills  of  exchange,  take 
their  legal  character  from  this  last  important  feature,  and  bear  grace  accord- 
ingly. The  influence  of  New  York  decisions  upon  matters  of  financial  law  is, 
of  course,  of  immense  weight;  and  these,  backed  by  the  troop  of  lesser 
authorities  which  have  already  adopted  the  same  view,  will,  doubtless,  finally 
suffice  to  settle  the  law  for  the  country.  The  advantage  of  having  the  ques- 
tion definitely  settled  would  be  so  great  that  the  community  will  probably  be 
well  satisfied  with  a conclusion  in  either  direction. 

A post-dated  check  with  us  has  no  peculiar  characteristic  whatsoever  dis- 
tinguishing it  from  an  ordinary  check,  beyond  the  mere  fact  of  its  bearing  a 
date  subsequent  to  the  day  of  its  actual  writing  and  delivery.  On  that  date, 
or  after  it,  It  is  payable  immediately,  just  like  any  other  check.  We  are  now 
speaking  of  post-dated  checks  strictly,  and  not  of  instruments  having  the  gen- 
eral form  of  checks,  but  naming  a day  certain,  or  a certain  number  of  days 
after  date  for  their  payment.  The  construction  and  legal  qualities  of  these 
instruments  have  been  already  discussed.  But  the  simple  post-dated  check 
proper  has  none  of  their  traits,  neither  is  it  subject  to  any  of  the  questions 
which  have  been  mooted  concerning  such  other  nondescript  or  mongrel  docu- 
ments. There  is  no  possible  pretense  for  claiming  days  of  grace  upon  it.  It 
is  simply  and  unquestionably  payable  on  demand  so  soon  as  the  day  of  the 
date  comes  round ; but  it  is  the  bank’s  own  risk  if  it  pays  before  that  day. 
Such  a payment  is  irregular,  and  circumstances  may  easily  supervene  under 
which  the  bank  will  be  held  to  pay  the  amount  again,  of  to  restore  it  to  the 
credit  of  the  drawer,  if  it  has  debited  him  with  it;  which,  however,  it  has  no 
right  to  do.  For  it  is  unquestionable  that  in  the  interval  between  such  irreg- 
ular payment  and  the  day  of  the  date  when  the  payment  could  be  properly 
made,  the  amount  ought  still  to  be  left  standing  to  the  credit  of  the  drawer. 
The  bank  has  no  right  to  charge  him  with  the  disbursement  till  the  time 
comes  when  the  disbursement  could  be  properly  made  on  his  account..  His 
check  is  no  order  till  it  has  matured.  So  if,  in  the  interval,  he  continues  to 
draw  checks,  the  bank  must  continue  to  honor  them  upon  presentment,  so 
long  as  his  account,  without  decrease  by  the  debit  of  this  item,  is  sufficient  to 
meet  them  until  the  day  of  the  date  arrives.  When  that  day  does  arrive  the 
bank. may,  of  course,  appropriate  the  sum  it  has  paid  out.  But  if  then  the 
intervening  drafts  have  so  diminished  the  depositor’s  balance  that  the  remain- 
der is  not  enough  to  meet  the  amount  of  the  post-dated  check,  the  deficiency 
mnst  be  the  loss  of  the  bank,  brought  upon  it  by  its  own  gratuitous  and 
uncalled-for  liberality.  Its  only  source  of  restitution  is  from  the  depositor. 
Even  the  right  to  demand  reimbursement  from  him  may  be  taken  away  by  his 
revocation  in  the  interval  before  the  maturity.  If  after  the  bank  has  paia,  but 
before  the  date  of  the  instrument  gave  it  the  right  to  pay,  the  drawer  counter- 
mands his  immature  order  and  forbids  payment,  it  is  certain  that  the  anticipa- 
tory action  of  the  bank  cannot  operate  to  deprive  him  of  this  right. 
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II.  Does  the  Certification  of  a Check  Release  the  Drawer? 

St.  Louis,  February,  1875. 

Suppose  a firm  to  pay  a note  in  bank  with  their  check  upon  another  bank 
duly  certified,  and  the  bank  certifying  it  to  fail  before  the  check  is  presented. 
Is  the  drawer  of  such  a check  liable  to  the  party  holding  it,  or  has  the  holder 
recourse  only  upon  the  bank  which  certified  it? 

Reply. — If  the  bank  holding  a note  should  receive  for  it  a check  uncerti- 
fied, and  afterwards  send  it  to  the  bank  on  whom  drawn  for  certification,  the 
drawer  is,  by  the  act  of  certification,  unquestionably  released.  But  if  the  party 
owing  the  note  bring,  in  payment  of  it,  a check  already  certified,  he  is  in 
effect  an  indorser  after  certification , and  in  our  judgment  is  just  as  much  held 
as  if  the  check  were  not  certified.  In  the  one  case,  the  holder  of  the  note 
has  an  opportunity  to  get  the  money  for  the  check,  but  takes  the  certifica- 
tion in  its  stead.  In  the  other  case  the  holder  is  entitled  to  a reasonable 

time  to  get  the  money.  If,  instead  of  collecting  the  certified  check  on  the 
same  day,  the  bank  deposits  it  in  the  Clearing-House  in  the  ordinary  way,  we 

should  say  that  the  drawer  (if  the  payer  of  the  note)  is  still  liable. 


III.  The  Certification  of  Altered  Checks. 

Conn.,  January,  1875. 

The  circular  of  a New  Jersey  concern  selling  stamping  machines  says:  “It 
is  now-  decided  that  he  who  gives  a check  is  responsible  for  the  full  amount 
said  check  calls  for  w'hen  paid  at  bank,  provided  said  check  bears  no  evidence 
of  being  altered.”  If  there  is  such  a decision,  it  is  worth  noticing  in  your 
Magazine.  Do  you  know  of  it,  and  have  you  called  attention  to  it  ? 

Reply.— There  has  been  a decision  by  the  U.  S.  Circuit  Court  at  Philadel- 
phia (see  Banker’s  Magazine  for  November,  page  392),  against  the  drawer  of 
a check  which  was  altered  before  its  payment,  but  the  case  was  an  exceptional 
one.  The  check  was  drawn  up  by  the  book-keeper  of  the  drawer;  a blank 
left  before  the  w'ritten  amount  (one  hundred)  and  the  word  “Twenty”  then 
filled  in.  It  was  a case  of  clear  negligence  on  the  part  of  the  drawer,  and 
nothing  in  the  appearance  of  the  check  could  enable  the  bank  to  suspect  or 
detect  any  fraud,  especially  as  the  money  was  drawn  by  the  clerk,  who  habitu- 
ally obtained  such  funds  in  person. 

The  stamp  seller  is  evidently  trying  to  make  a good  deal  of  hay  with  a 
very  small  gleam  of  sunshine. 


IV.  The  Right  to  Retain  a Debtor’s  Deposit. 

Pa.,  February,  1875. 

This  bank  holds  a note  of  John  Smith,  maturing  some  weeks  hence.  Smith 
says  he  is  unable  to  pay  the  note  at  maturity,  ana  will  require  an  extension. 
He  is  closing  up  his  business,  and  has  signified  his  intention  of  leaving  the 
country.  He  has  $175  to  his  credit  on  our  books.  Should  a check  of  Smith’s 
for  this  amount  be  presented  before  the  note  matures,  would  w*e  have  the  legal 
right  to  refuse  it,  and  to  hold  the  funds  as  collateral  for  the  payment  of  the 
note? 

Reply. — The  bank  holding  funds  to  credit  of  John  Smith  cannot  refuse  to 
pay  his  check  for  the  amount  by  reason  of  holding  his  note  not  yet  due. 
The  only  remedy  is  by  means  of  an  attachment  suit,  which  might  tie  it  up  for 
the  intervening  time.  The  grounds  for  the  attachment  must  be  determined 
by  the  laws  of  the  State. 
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BOOK  NOTICES. 

The  Banker’s  Code:  a Compilation  of  the  Laws  of  the  State  of  New  York 
relating  to  Incorporated,  Associated  and  Individual  Banks,  National  Banks, 
Savings  Banks  ; Loan , Trust,  Mortgage , Guaranty,  Security  and  Indemnity 
Companies;  with  an  Appendix  containing  Forms  for  the  Organization  of 
Banks  and  Savings  Banks,  and  an  approved  Form  of  Charter  of  Savings 
Banks . By  Daniel  Shaw,  Late  Superintendent  of  the  Banking  Department 
of  New  York . Albany:  Weed,  Parsons  & Co.,  1875. 

Mr.  Shaw  here  attempts  to  supply  a want  which  has  often  been  the  subject 
of  comment.  His  work  will  be  useful  not  only  to  bank  officers,  but  to  managers 
of  savings  institutions  and  to  the  general  public.  It  is  the  only  book  recently 
published  in  which  the  precise  condition  of  the  laws  affecting  moneyed  cor- 
porations, banks  and  savings  institutions,  can  be  easily  ascertained  to  the  latest 
date.  In  the  State  of  New  York  those  laws  have  been  so  often  revised  and 
amended  that  it  is  not  unusual  for  lawyers  of  experience  to  spend  much  valu- 
able time  in  the  task  of  tracing  the  numerous  amendments  in  the  statutes  of 
successive  years.  The  text  of  the  laws  of  this  State  relative  to  banks,  savings 
institutions  and  insurance  companies,  has  been  carefully  compiled  by  Mr.  Shaw, 
in  sixteen  chapters* in  which  the  precise  words  of  the  statutes  are  given,  with 
the  proper  references  to  the  Revised  Statutes  and  to  the  recent  enactments  by 
which  the  law  has  since  been  modified.  We  need  not  show  how  useful  such 
a compilation  must  be  to  business  men  and  to  persons  interested  in  the  man- 
agement of  banks  and  financial  corporations.  The  book  ought  also  to  be  found 
in  the  office  of  every  broker  and  private  banker.  As  an  aid  to  the  intelligent 
discussion  of  the  proposed  legislation  relative  to  our  savings  banks  in  this 
State,  the  book  may  also  render  timely  service. 

The  Political,  Personal  and . Property  Rights  of  a Citizen  of  the  United  States : 
How  to  Exercise  and  How  to  Present  Them,  together  with  (1),  Treatise  on 
the  Rules  of  Organization  and  Procedure  in  Deliberative  Assemblies,  and  (2) 
a Glossary  of  Law  Terms  in  Common  Use.  By  Theophilus  Parsons,  LL.  D., 
ex- Professor  of  Law  in  Harvard  College.  Hartford:  S.  S.  Scranton  & Co., 
1874. 

Americans,  as  has  often  been  said,  are  more  given  to  the  study  of  the  various 
branches  of  political  science  than  any  other  nation  of  modern  times.  However 
this  may  be,  it  is  certain  that  we  have  a greater  number  of  popular  works  on 
these  topics  than  have  been  published  of  late  years  in  Europe.  One  of  the 
latest  and  best  of  these  works  is  now  before  us.  Professor  Parsons  is  well 
known  as  one  of  our  most  successful  teachers  of  commercial  jurisprudence. 
This  book  consists  of  744  pages  of  closely  printed  matter,  and  is  furnished 
with  an  elaborate  index,  and  .glossary  of  law  terms  in  common  use.  The  pol- 
itical, the  personal,  and  the  property  rights  of  our  citizens  are  clearly  expounded 
in  the  body  of  the  work,  which  thus  forms  a compendium  of  municipal  and 
commercial  law.  In  the  appendix  the  rules  for  organization  and  procedure 
form  the  subject  of  a separate  treatise.  Under  each  head  a variety  of 
statistical  and  general  information  is  given,  which  adds  much  to  the  general 
interest  of  the  book,  and  will  make  it  extremely  useful  to  a large  class  of 
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persons  at  home  and  abroad  who  wish  to  become  acquainted  with  our  polity. 
Every  youth  on  entering  financial  or  commercial  life  requires  to  possess  just 
the  kind  of  information  which  this  book  supplies.  Its  language  is  simple  and 
untechnical,  and  it  contains  the  substance  of  some*  of  the  previous  works  of 
Professor  Parsons  with  his  latest  revision. 

Politics  for  Youn%  Americans.  By  CHARLES  Nordhoff.  Harper  & Bros. 
1875. 

The  admirable  series  of  educational  works  by  which  the  Harpers  have  obtained 
so  much  reputation  during  the  last  quarter  of  a century  will  doubtless  command 
for  this  little  book  a considerable  sale.  It  contains  the  Articles  of  Confederation 
of  1778,  the  Constitution  of  the  United  States  with  its  fifteen  amendments,  the 
Declaration  of  Independence  of  4th  July,  1776,  and  Washington’s  Farewell  Ad* 
dress,  issued  17th  September,  1796.  As  a preparation  for  the  profitable  study  of 
these  documents,  Mr.  Nordhoff  has  written  a treatise  of  forty-three  chapters  on 
various  topics  of  political  and  financial  interest.  This  treatise  is  made  up  of  a 
number  of  essays,  some  of  which  are  extremely  valuable,  while  others  bear  the 
marks  of  hasty  and  imperfect  investigation.  With  a little  careful  modification 
and  judicious  pruning,  this  work  might  easily  be  made  a valuable  school-book. 

“ Money  ami  Finance — the  Best  Currency  in  the  World."  By  Mr.  D.  C.  COLLINS, 

of  Covington,  Kentucky. 

We  have  received  a well-written  pamphlet  with  this  title,  jhe  aim  of  which  is 
to  prove  the  disputed  and  oft-reiterated  theory  that  “greenbacks  99  redeemable  in 
gold  and  silver  would  be  a far  preferable  currency  to  that  of  the  present 
National  Banks.  And  we  heartily  coincide  with  the  proposition  in  this  plain 
and  unvarnished  character.  The  writer  advances  some  points,  however,  that 
do  not  command  our  immediate  assent.  “ The  nation  is  sovereign  over  money 
(gold  and  silver),  and  should  also  be  over  its  most  important  substitute,” 
(currency).  The  only  constitutional  power  that  the  Government  has  over  gold 
and  silver  is  to  coin  those  metals  and  declare  the  value  of  the  coins.  Every 
thing  else  belongs  to  the  people.  The  Government  is  agent  for  the  people. 
The  fact  that,  by  a certain  policy,  the  Government  accumulates  and  holds  in 
perpetual  limbo  nearly  all  the  gold  that  comes  into  the  country,  gives  it  no 
mastery  over  it,  further  than  to  disburse  it  according  to  law. 

The  proposition  of  Mr.  Collins  would  involve  the  necessity  of  converting 
the  Sub-Treasury  into  a bank,  with  all  the  machinery  of  current  redemption  of 
its  issue  of  Treasury  notes.  These  notes  must  then,  by  some  means  or  other, 
be  put  in  circulation  again,  and  the  circuit  of  issue  and  redemption  be  kept 
alive.  If  there  is  any  other  way  of  “going  through”  on  Mr.  Collins’s  “line” 
we  would  be  glad  to  know  it.  He  does  not  “propose,”  he  says,  “that  the 
nation  or  its  treasury  should  be  converted  into  a bank — far  from  it — but  simply 
that  it  should  furnish  a uniform  circulating  medium,  judiciously  adjusted  and 
sufficient  for  the  commercial  wants  of  the  entire  country,  provide  for  its  pay- 
ment in  money,  the  same  as  all  of  the  obligations  of  the  Government  are,  and 
should  be,  provided  for,  and  then  stop.” 

There  are  parts  of  Mr.  Collins’s  pamphlet  relating  to  the  conferring  of  special 
privileges  on  bankers,  and  the  advantages  of  free  banking,  which  are  well 
worthy  of  consideration.  With  respect  to  the  supply  of  the  precious  metals, 
he  says  with  truth  that  “ the  only  sources  are  the  earth  and  foreign  commerce, 
and  in  this  country  the  nation  can  regulate  and  control  both  of  them.” 
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NATIONAL  BANKS  OF  THE  UNITED  STATES. 


December , 1874.  • 


Abstract  of  reports  made  to  the  Comptroller  of  the  Currency,  showing  the  * 
condition  of  the  National  banks  of  the  United  States,  at  the  close  of  busi- 
ness on  the  31st  of  December,  1874,  and  also  on  September  12th  and  Decem- 
ber 26th,  1873. 


LIABILITIES. 

Capital  stock  paid  in 

Surplus  fund 

Undivided  profits^ 

National  bank  notes  outstanding. 

State  bank  notes  outstanding 

Dividends  unpaid 

Individual  deposits 

U.  S.  deposits 

U.  S.  disbursing  officers 

Due  to  National  banks 

Due  to  State  banks  and  bankers. 

Notes  and  bills  re-discounted 

Bills  payable 


« i87> 

December  31, 
2, 027  banks. 

December  26, 

September  13, 

1,976  banks. 

1,976  banks . 

$495,802481  . 

$490,266,611  . 

$491,072,616 

13°, 485, 641  - 

120,961,267  . 

120,314499 

51, 477.629  - 

58,375*169  - 

54>5,5>,3I 

33M93.I59  • 

341,320,256  . 

339.o8i.799 

850.775  - 

1,130*585  - 

1,188,853 

6,088,845  . 

1,269474  . 

1 >402,547 

682,856,249  . 

540,510,602  . 

622,685,563 

7492,307  - 

7,680,375  . 

7.829,327 

8,098,560 

3,579,722  . 

4*705,593  - 

129,188,671  . 

114,996,666  . 

*33,^72,73* 

51,629,602  . 

36,598,076  . 

39,298,148 

6,365,652  . 

5,398,900  . 

3*811,487  . 

5.987.5** 

7,754*137  - 

5480,554 

Aggregate  Liabilities. . $1,902,409,638  $1,729,380,303  $1,830,627,845 


RESOURCES. 


Loans  and  discounts 

Overdrafts 

U.  S.  bonds  to  secure  circulation. 
U.  S.  bonds  to  secure  deposits..., 

U.  S.  bonds  on  hand 

Other  stocks,  bonds,  & mortgages 
Redeeming  and  reserve  agents. . . 
Due  from  other  National  banks.. 
Due  from  State  banks  & bankers. 
Real  estate,  furniture  and  fixtures 

Current  expenses 

Premiums  paid 

Checks  and  other  cash  items 

Exchanges  for  Clearing-House. . . 

Bills  of  other  National  banks 

Bills  of  State  banks 

Fractional  currency 

Specie  on  hand 

Legal-tender  notes 

U.  S.  certif.  for  legal-tedder  notes 

5 per  cent,  redemption  fund 

Due  from  U.  S.  Treasurer  other 
than  5 per  cent.  Red’n  Fund.. 


$950,898,978 

4,963,602 

382,976,200 

i4,7i4;ooo 

15,290,300 

28,313473 

80,488,831 

48,100,842 

*1,655,573 

39,190,683 

5,510,566 

8,626,112 

14,005,517 

112,995,317 

22,508,036 

24,300 

2,392,668 

22,436,761 

82,75i.79« 

33,523,000 

16,935,063 

4,108,020  . 


Aggregate  Resources  . . $1,902409,638 


$856,816,555 


389,384^00 

14,815,200 

8,630,850 

24.358.125 


73,032,046 

40404,757 

11,185,253 

35.556,740 

8,678,170 

7,9»7>707 


12,321,972 

62,881,342 

21403*179 


2,287,454 

26,907,037 

108,719,506 

24,010,000 


$i,729»38o>3°3 


$944,220,116 


3^330400 

14,805,000 

8,824,850 

23*709.034 


96,134,120 

41413,680 

42,022,873 

34,661,823 

6,985430 

7*752,843 


£1433*913 

88,926,003 

16,103,842 


2,302,775 

19,868469 

92,522,663 

20,610,000 


$1,830,627,845 
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PUBLIC  DEBT  OF  THE  UNITED  STATES. 


m Recapitulation  of  the  Official  Statements . 

Debt  Bearing  Interest  in  Coin. 

Jan.  2,  1875. 

Bonds  at  six  per  cent $ 1,157,085,100 

Bonds  at  five  per  cent 556,525,200 

$1,713,610,300  .. 

Debt  Bearing  Interest  in  Lawful  Money. 
Certificates  of  indebtedness  at  4 per  cent . . $ 678,000 

Navy  pension  fund  at  3 per  cent. 14,000,000 


$ 14,678,000 

Debt  on  which  interest  has  ceased 19,122,390 

Debt  Bearing  no  Interest. 

Old  demand  and  legal-tender  notes $382,072,317 

Certificates  of  deposit 41,200,000 

Fractional  currency 46,390,598 

Coin  certificates 23,540,000 


$493,203,515 

Total  debt $2,240,614,206 

Interest 39,724477 


Total  debt,  principal  and  interest $ 2,280,338,683 

Cash  in  tiie  Treasury. 

Coin $ 82,587,449 

Currency . 13,952,931 

Special  deposit  held  for  redemption  of  cer- 
tificates of  deposit,  as  provided  by  law  41,200,000 


$ 137.740.38> 


Debt,  less  cash  in  the  Treasury,  Jan.  1,  *75  $ 2,142,598,302 

Debt,  less  cash  “ “ Feb.  1,  *75  


Increase  in  debt  during  the  past  month...  $3,1 659,967 

Increase  of  debt  since  June  30,  1874 489,939 


Feb.  1,  1875. 

$ 1,1577085,100 
562,025,200 


$1,719,110,300 


$678,000 

14,000,000 


$ 14,678,000 
11,343,260 


$382,072,147 

45405,000 

45»°37,°74 

24*655,300 


$497,169,522 


$ 2,242,301,082 
26,908,225 


$ 2,269,209,307 


$ 69,465,084 

10,343*05° 

45405, ooo 
$ 125,213,135 


$2,143,996,172 


$ L397 .87° 
9°7»93I 


Bonds  Issued  to  the  Pacific  Railway  Companies,  Interest  Payable 
in  Lawful  Money. 


Principal,  outstanding $64,623,512 

Interest  accrued  and  not  yet  paid 1*938*795 


$64,623,512 

323>n7 


Interest  paid  by  the  United  States 24,325,396 

Interest  repaid  by  transportation  of  mails,  See.  5,001,838 


26,264,1 02 
5,602,165 


Balance  of  interest  paid  by  the  U.  S...  $ 18,723,558 


$ 20,661,936 
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Notice. — The  Second  Edition  of  the  Banker’s  Almanac  and  Register 
for  1875,  corrected  to  March  1st,  is  now  in  press.  Price,  $3.  4 

The  National  Bank  Act. — A new  edition,  containing  all  Acts  of  Congress 
relating  to  National  banks  up  to  the  present  time,  will  shortly  be  issued  from 
the  office  of  the  Banker’s  Magazine.  Price,  $2. 


National  Bank  Circulation. — The  total  number  of  applications  received 
by  the  Comptroller  of  the  Currency  for  the  organization  of  new  National  banks 
since  the  passage  of  the  Act  of  January  14,  1875,  is  forty-three,  with  a capital 
of  $4,925,000.  Applications  from  existing  organizations  for  increased  capital 
stock,  $3,109,200.  For  circulation  on  capital  already  paid  up,  $2,997,870.  The 
total  amount  of  circulation  required  to  supply  the  banks  proposed  to  be  organ- 
ized, and  upon  proposed  increased  capital  stock,  is  $ 10,229,000.  The  total 

amount  of  circulation  issued  since  the  passage  of  the  Act  of  January  14  to 
new  organizations,  and  upon  increased  capital  stock,  is  $ 1,080,700.  Total 
amount  of  legal-tender  notes  deposited  under  section  4 of  the  Act  of  January 
20,  1874,  $11,852,974.  Total  amount  deposited  under  the  same  provision 
since  the  passage  of  the  Act  of  January  14,  1875,  $ 3,528,025,  of  which 
amount  legal- tender  notes  have  been  deposited  by  banks  located  in  the  fol- 
lowing States:  New  York,  $1,424,000;  New  Jersey,  $180,000;  Georgia, 

$135,000;  Missouri,  $41,500;  Illinois,  $802,200;  Michigan,  $1,000;  Wiscon- 
sin, $>243,000;  Iowa,  $92,800;  Minnesota,  $450,000;  Kansas,  $45,000;  Ne- 
braska, $ 40,000. 

. The  amount  of  circulation  issued  during  the  past  month  have  been  chiefly 
to  banks  which  were  in  progress  of  organization  previous  to  the  passage  of 
the  Act  of  January  14,  1875,  and  most  of  the  banks  that  are  organizing  de- 
posit bonds  for  a considerable  less  amount  than  the  amount  of  their  capital 
stock.  The  Comptroller  will  report  to  the  Secretary  of  the  Treasury  on  the 
first  of  each  month  the  amount  of  additional  circulation  issued,  upon  which 
legal-tender  notes  to  80  per4  cent,  of  that  amount  will  be  redeemed. 

The  Redemption  of  Five-Twenty  Bonds. — The  Secretary  of  the  Treasury 
issued,  on  February  1st,  a call  (the  fourteenth)  for  the  redemption  of  $ 15,- 
000,000  five-twenty  bonds  of  1862,  to  be  paid  on  the  1st  clay  of  May  at  the 
United  States  Treasury,  at  which  date  interest  will  cease.  Of  this  amount 
$12,000^000  are  coupon  bonds,  and  $3,000,000  registered  bonds.  The  num- 
bers are  given  below,  and  are  all  inclusive. 

Coupon  Bonds.  Registered  Bonds. 

$50,  No.  4,862  to  No.  8,350  $50,  No.  1,821  to  No.  2,000 

$ioo,  No.  10,501  to  No.  23,100  $100,  No.  14,151  to  No.  15,500 

$500,  No.  7,001  to  No.  11,000  $500,  No.  8,071  to  No.  8,650 

$1,000,  No.  20,001  to  No.  36,700  $ 1,000,  No.  33,351  to  No.  35,700 

$5,000,  No.  10,261  to  No.  11,600 

$10,000,  No.  13,201  to  No.  15,500 

Interest  on  Bank  Deposits. — Mr.  P.  Lorrilard  Ronaldo,  a depositor  in 
the  Mechanics’  National  Bank,  on  having  his  pass-book  balanced,  was  credited 
with  81  cents.  Subsequently  it  was  ascertained  that  the  bajance  due  him  was 
really  $6,750,  which  amount  was  paid  him.  Seven  years  had  elapsed  between 
the  deposit  of  the  money  and  its  payment.  -He  brought  suit  for  interest  on 
the  amount  during  that  period,  and  the  case  was  brought  to  trial  in  the  Supe- 
rior Court  of  New  York.  A motion  was  made  to  dismiss  the  complaint  on 
the  ground  that  acceptance  of  the  principal  was  a bar  to  the  recovery  of  inter- 
est. This  motion  was  denied.  Pending  a recess  of  the  court,  the  case  was 
settled  by  the  payment  of  $ 1,800  interest. 
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The  Stamp  Tax  on  Checks. — The  banks  of  Pittsburg  have  been  in  the 
habit  of  issuing  checks  on  themselves  or  “ clearing-house  memoranda  ” to  take 
up  checks  presented  for  certification,  instead  of  marking  their  customers*  checks 
“good.”  As  these  memoranda  are  issued  in  place  of  checks  already  stamped, 
it  was  thought  that  they  did  not  require  to  be  stamped,  and  in  fact  were  so 
decided  some  years  since  by  the  Internal  Revenue  Office.  The  question  was 
within  a few  days  submitted  by  the  Union  National  Bank  to  the  Commissioner 
for  his  opinion,  and  he  now  rules  that  memorandum  checks  must  be  stamped. 

The  Internal  Revenue  Bureau  holds  that  the  new  law  requires  stamps  on 
receipts  to  savings  banks,  and  on  all  vouchers,  etc.,  except  promissory  notes. 
If  the  drawee  of  a draft  or  order  writes  across  it  “Accepted,  payable  at  the 
First  National  Bank,’*  the  document  must  be  stamped,  unless  it  already  bears 
a stamp.  A draft  payable  one  day  after  date  without  grace  mnst  be  stamped. 

The  intrusion  of  revenue  officers  into  bank  drawers  in  search  of  unstamped 
checks  has  been  in  some  instances  resisted  by  the  bank  officials.  Among 
these  have  been  the  cashier  of  the  Monongahela  National  Bank  of  Brownsville 
and  the  cashier  of  the  bank  at  Freeport,  Pa.,  who  have  been  proceeded 
against,  the  one  criminally  and  the  other  in  a civil  suit. 

The  Use  of  Safes. — The  following  hints  for  the  use  of  safes,  and  for  the 
preservation  of  their  contents  from  fire,  are  vouched  for  by  good  authority. 
Avoid  fancy  colored  inks,  as  more  liable  to  be  obliterated  by  heat  when  the 
safe  is  under  fire.  Black  inks  are  better.  Lead  pencil  writing  will  stand  heat 
better  than  either,  even  when  the  paper  is  burned  black.  Do  not  put  the 
most  valuable  account  books  at  the  sides  of  the  safe,  as  the  heat  coming  from 
the  outside  will  affect  them  first.  Crowd  the  books  from  the  sides  to  the 
center  of  the  safe  for  the  purpose  of  making  them  tight  together,  this  condition 
enabling  them  to  stand  the  heat  much  longer.  Wood  drawers  are  preferable 
to  iron  for  cash  boxes,  and  for  small  valuable  papers,  as  wood  is  a non-con- 
ductor of  heat,  and  iron  a good  conductor.  Never  use  in  a safe  a leather 
wallet  as  a receptacle  for  valuable  papers,  as  boiling  water,  heat  212°,  will 
crisp  and  curl  it,  convert  it  into  a gluey  substance,  and  destroy  the  papers. 
When  a safe  has  been  under  fire,  send  for  an  expert  to  open  it. 

California. — The  Stockton  Savings  and  Loan  Society,  of  Stockton,  is  one 
of  the  savings  banks  which  transacts  an  active  banking  and  exchange  business, 
having  a capital  of  $500,000.  Their  facilities  are  indicated  in  their  card  at  end 
of  this  number. 

Females  as  Bank  Directors. — The  first  instance  on  record  of  the  election 
of  a lady  as  a member  of  a board  of  bank  directors  has  occurred  in  Illinois. 
At  the  recent  annual  meeting  of  the  stockholders  of  the  First  National  Bank 
of  Peoria,  the  name  of  Mrs.  Lydia  Bradley  was  placed  at  the  head  of  the 
newly  elected  board  of  directors.  Mrs.  Bradley  is  a wealthy  w'idow  of  that 
city,  and  one  of  the  chief  stockholders  in  the  bank. 

Indiana. — The  People’s  Bank  of  Messrs.  William  Probasco,  Braun  & Co., 
has  commenced  business  at  Lawrenceburgh,  succeeding  the  Lawrenceburgh 
Banking  Co.  Mr.  P.  Braun  is  cashier  of  the  new  house. 

Louisiana. — The  New  Orleans  banks  held,  on  January  30,  1875,  $2,000,000, 
or  69  per  cent,  more  currency,  and  $ 1,730,000,  or  14  per  cent,  more  deposits, 
than  on  the  corresponding  date  of  last  year.  This  accumulation  of  funds, 
though  in  part  due  to  political  causes,  is  mainly  attributed  to  the  conservative 
tendencies  of  business  and  the  curtailment  of  advances.  The  Picayune  says : 

“ Did  our  merchants  so  desire,  they  could  undoubtedly  largely  increase  their 
business  in  many  lines  of  trade ; but  they  have  wisely  acted  upon  the  lesson 
of  the  panic,  and  concluded  to  bring  tneir  business  to  a casn  basis.  Our 
merchants  have  had  to  correct  a distortion  of  the  commercial  system  unknown 
in  other  sections  of  the  country'.  They  have  not  to  remove  a few'  decayed 
branches,  but  to  straighten  the  trunk  of  the  tree.  They  have  set  to  work 
manfully,  and  have  already  accomplished  much.  Reformations  are  never 
effected  without  disaster,  and  much  suffering  has  undoubtedly  resulted,  but  in 
the  end  all  will  be  benefited  by  the  change.  If  less  business  is  being  done 
now,  it  is  on  a safer  basis,  and  is  about  as  profitable.”  * 
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Charles  Sprague,  the  venerable  poet,  whose  death  is  announced  in  this 
number,  was  born  in  Boston,  October  26,  1791,  very  near  his  late  residence. 
His  father,  Samuel  Sprague,  was  one  of  the  famous  Boston  Tea  Party.  He 
was  one  of  a large  family,  and  after  receiving  a common-school  education  he 
entered  a grocery  store.  When  a lad  he  was  deprived  by  an  accident  of  the 
use  of  his  left  eve.  Mr.  Sprague  engaged  early  in  life  in  business  with  the  late 
William  B.  Callender,  but  finding  the  enterprise  unprofitable,  he  accepted  a 
position  in  the  State  Bank,  the  duties  of  which  left  him  ample  time  tor  the 
gratification  of  that  love  of  reading  which  he  cultivated  so  closely  through  his 
long  life.  He  was  connected  with  this  bank  from  1820  to  1825,  and  was  so 
well  known  as  a careful  financier,  that  when  the  Globe  Bank  was  started  in 
1825  he  was  chosen  cashier,  and  held  the  position,  discharging  all  the  duties 
with  rare  fidelity,  for  a period  of  forty  years,  withdrawing  m 1865. 

Michigan. — Mr.  C.  T.  Allen  continues  to  be  the  cashier  of  the  Union  City 
National  Bank,  the  name  of  Mr.  E.  H.  Lathrop  having  appeared  by  mistake 
in  the  Banker’s  Almanac  and  Register  for  1875.  The  latter  gentleman 
died  in  September  last. 

Michigan  Copper  Production  in  1874 — The  reported  amount  of  copper 
mines  in  the  Lake  Superior  district  in  1874  is  as  follows : 


Tons. 

Portage  Lake  District 17,068 

Keweenaw  District 4,146 

Onontagon  District 676 

Total  product 21,890 

The  value  of  which  is  about  $ 9,000,000. 


Missouri — The  People’s  Savings  Institution  of  St.  Louis  made  an  assign- 
ment on  February  2d,  having  been  forced  to  suspend  by  the  absconding  of  its 
cashier,  Edward  Wuerpel.  A partial  report  made  by  a committee  of  investiga- 
tion shows  an  indebtedness  to  depositors  of  $ 739,000.  The  value  of  the  assets 
is  not  yet  ascertained. 

New  Jersey. — The  Receiver  of  the  Union  Bank  of  Jersey  City  began,  on 
February  20th,  the  payment  of  a dividend  of  50  per  cent,  to  its  depositors. 
The  stockholders  are  reported  to  have  determined  upon  the  organization  of  a 
National  Bank  as  soon  as  the  affairs  of  the  Union  Bank  shall  be  settled. 

New  York. — The  banking  firm  of  Kidd  & Chapin,  Rochester,  has  been 
merged  into  a new  bank  called  the  Bank  of  Rochester,  which  commenced 
business  February  1st.  It  is  organized  under  a State  charter  with  a paid  capi- 
tal of  $100,000;  the  officers  being  Charles  H.  Chapin,  President;  J.  Moreau 
Smith,  Vice-President,  and  George  M.  Sweet,  Cashier. 

The  Acceptance  of  Raised  Drafts. — In  the  General  Term  of  the  Court 
of  Common  Pleas,  New  York,  Judge  Larremore  holds  the  acceptor  of  a raised 
draft  responsible  for  its  face  under  certain  circumstances.  The  plaintiffs’  cor- 
respondent, Wright’s  Exchange  Bank  of  Buffalo,  drew  a sight  draft  on  them 
for  $ 27,  which  was  raised  to  $2,750.  It  came  to  H.  M.  Horton,  of  Baltimore, 
who  sent  it  to  Baldwin  & Co.,  of  this  city,  who  deposited  it  for  collection  in 
.the  Continental  National  Bank.  It  was  presented  to  the  plaintiffs,  August  16, 
1869,  who  accepted  it  and  paid  it  through  the  Leather  Manufacturers’  Bank. 
In  September,  White  & Co.  sent  their  monthly  account  to  their  correspondent, 
who  discovered  the  fraud  in  draft,  October  5,  when  they  informed  the  plaintiffs. 
Meanwhile  the  defendant  had  credited  Baldwin  & Co.,  who  had  remitted  the 
money  to  their  correspondent,  Horton,  and  the  money  could  not  be  reclaimed. 
The  plaintiffs  sued  the  Continental  National  Bank  to  recover  the  amount  over- 
paid to  and  by  it. 

Judge  Larremore  holds  that  this  case  is  distinguished  from  the  cases  in 
which  the  certification  of  bank  checks  was  involved,  and  applies  this  rule : 
41  Where  one,  by  his  act  or  omission,  induces  another  to  part  with  his  property 
beyond  the  power  of  reclamation,  he  is  estopped  from  showing,  as  between 
«uCh  an  one  and  himself,  that  such  action  on  nis  part  was  the  result  of  igno- 
rance or  of  fraud  practiced  upon  him.  Of  the  two  innocent  parties  he  is  the  one 
\who  jnuai  bear  fhe  loss.  ” He  therefore  affirms  the  judgment  in  favor  of  defendant. 
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State  Resumption  of  Specie  Payments. — A bill  for  the  resumption  of 
specie  payments  in  the  year  1879  was  passed  in  the  New  York  State  Senate 
on  February  18th  by  a vote  of  19  to  6.  It  is  as  follows: 

Section  i.  All  taxes  levied  and  confirmed  in  this  State  on  and  after  Janu- 
ary 1,  1879,  shall  be  collected  in  gold,  United  States  gold  certificates,  or 
National  bank  notes,  which  are  redeemable  in  gold  on  demand. 

Sec.  2.  Every  contract  or  obligation  made  or  implied,  and  payable  within 
this  State,  and  made  or  implied  after  January  I,  1870,  and  payable  in  dollars, 
but  not  in  a specified  kind  of  dollars,  shall  be  payable  in  United  States  coin 
of  the  standard  of  weight  and  fineness  established  by  the  laws  of  the  United 
States  at  the  time  the  contract  or  obligation  shall  have  been  made  or  implied. 

A New  Bank. — A circular  signed  by  bankers  from  various  parts  of  the 
country,  which  is  said  to  be  going  the  rounds,  proposes  the  formation  of  a 
bank  in  New  York  with  a million  dollars  capital.  Eleven  directors  are  to  be 
chosen  from  among  the  bankers  subscribing,  the  design  being  that  the  loan- 
able resources  of  the  bank  shall  be  employed  in  discounts  for  its  stockholders. 

North  Carolina. — The  North  Carolina  Senate  has  passed  an  usury  bill 
providing  for  a forfeiture  of  the  whole  amount  where  an  excess  of  8 per  cent, 
interest  is  charged  for  loans.  Eleven  members  of  the  Senate  have  entered  a 
protest  against  this  bill  on  the  ground  that  as  it  applies  the  forfeiture  of  interest 
and  principal,  with  fine  and  imprisonment,  to  State  banks  and  bankers,  as  well 
as  to  individuals,  while  National  banks  are  exempt  by  the  law  of  their  crea- 
tion, a prejudicial  discrimination  is  thus  made  against  State  institutions. 

Ohio. — The  death  of  two  well-known  bankers  of  Cincinnati  has  occurred  in 
February — Mr.  Andrew  G.  Burt  and  Mr.  Jacob  Netter.  Mr.  Burt  was,  with 
one  exception,  the  oldest  banker  of  that  city,  having  begun  business  there  in 
*837-  His  character  for  uprightness  and  sagacity  was  recognized  by  all  who 
knew  him.  Mr.  Netter  was  a member  of  the  well-known  firm  of  Seasongood, 
Netter  & Co.  He  had  been  identified  with  the  banking  business  since  1867, 
and  had  accumulated  a handsome  competency. 

Personal  Liability  of  Bank  Stockholders. — Since  the  failure  of  the 
Savings  and  Citizens’  banks  in  our  city  in  the  fall  of  1873,  it  has  been  a 
mooted  question  as  to  the  liability  of  stockholders,  who  had  sold  and  trans- 
ferred their  stock  during  the  solvency  of  these  banks.  Judge  Lowrie  decided 
in  a test  case  tried  this  week  that  stockholders,  who  were  not  publicly  known 
as  such,  and  had  not  participated  in  the  management  of  the  business,  were 
only  dormant  partners,  and  could  not  be  held  tor  the  debts  of  the  bank  con- 
tracted subsequently  to  the  withdrawal  of  such  partners,  although  no  notice  of  the 
same  had  been  given.  And  he  charged  the  jury  very  clearly  to  this  effect.  A ver- 
dict was  rendered  in  accordance  with  the  above  law. — Titusville  ( Pa*)  Herald. 

Philadelphia — Mr.  E.  M.  Lewis,  the  trustee  of  Jay  Cooke  & Co., 
announces  that  he  is  obliged  to  suspend  distribution  in  kind  to  the  creditors 
until  the  question  of  the  risk  of  the  trustee  in  the  matter  can  be  determined. 
Certain  parties  have  begun  suit  against  the  trustee,  alleging  that  they  are  cred- 
itors of  the  Northern  Pacific,  that  that  company  has  a large  claim  against  the 
estate,  and  that  the  trustee  will  be  held  personally  responsible  if  he  proceeds 
with  the  distribution.  The  payment  of  the  cash  dividend  of  five  per  cent-, 
begun  January  21st,  will  proceed. 

The  Establishment  of  a New  Mint  was  recommended  by  the  President 
in  the  Financial  Message  he  sent  to  Congress  at  the  time  of  his  approval  ot 
the  recently  passed  Finance  bill.  There  seems  to  be  strong  unanimity  of  opin- 
ion in  the  We<tern  country  in  favor  of  the  establishment  of  this  mint,  but 
great  contrariety  of  claims  as  to  the  one  best  place  for  its  location.  Before 
the  Finance  Committee  of  the  Senate  claims  for  it  were  recently  presented  by 
persons  reuresenting  Chicago,  St.  'Louis,  Indianapolis,  Omaha  ana  Cincinnati. 
Until  these  numerous,  active,  enterprising  and  flourishing  cities  come  to  some 
understanding  among  themselves,  Congress  will  do  the  wisest  thing  by  holding 
the  matter  in  abeyance;  particularly  as  the  Government  was  recently  so  over- 
supplied with  minting  establishments  that  it  felt  constrained  to  dispose  of 
some  of  them  at  considerable  loss ; and  more  particularly  as  the  existing  mints 
appear  to  be  quite  equal  to  the  demands  upon  them. — Philadelphia  Letter. 
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A Bank  not  Liable  for  Stolen  Deposits. — An  important  decision  has 
recently  been  rendered  by  the  Supreme  Court  of  Vermont.  A suit  was 
brought  by  certain  bondholders  against  the  First  National  Bank  of  Brattleboro 
for  the  recovery  of  bonds  deposited  in  that  bank  for  safe  keeping,  which  were 
stolen  some  four  years  ago.  The  Court  held  that  the  stockholders  could  not 
be  held  responsible  for  the  loss. 

Virginia. — The  two  National  banks  at  Staunton,  the  First  National  and 
the  National  Valley  Bank,  have  been  consolidated  into  one  institution,  under 
the  name  of  the  latter,  and  occupying  its  building.  The  new  bank  com- 
menced business  on  January  26th,  under  the  management  of  General  John 
Echols,  as  President,  and  Mr.  M.  Harvey  Effinger  as  Cashier. 

Richmond, — At  a meeting  of  the  creditors  of  Messrs.  Isaacs,  Taylor  & 
Williams,  held  February  2d,  the  result  of  a thorough  investigation  of  their 
books  and  of  the  management  of  their  assets  since  their  suspension  in* 
September,  1873,  was  made  known,  and  resolutions  expressive  of  confidence 
and  sympathy  were  unanimously  adopted. 

West  Virginia.— The  First  National  Bank  of  Wheeling,  is,  as  heretofore, 
under  the  efficient  management  of  John  K.  Botsford,  President,  George 
Adams,  Vice-President,  and  M.  A.  Chandler,  Cashier,  and  offers  its  services 
for  the  prompt  transaction  of  the  business  of  correspondents.  Their  card 
will  be  found  in  its  appropriate  place  in  this  number. 


Canada. — We  regret  to  announce  the  death  of  Mr.  William  Molson,  Presi- 
dent of  Molson’s  Bank,  Montreal,  which  occurred  on  the  18th  February.  Mr. 
Molson  had  attained  the  age  of  81  years.  He  had  been  unwell  for  some  time, 
but  until  within  two  days  no  immediate  danger  was  apprehended. 

New  Branch  Bank. — The  Canadian  Bank  of  Commerce  having  opened  a 
branch  at  Chicago,  Mr.  E.  W.  Syer,  for  the  past  four  years  manager  at  Lon- 
don, Ontario,  has  been  transferred  to  the  new  field. 


NEW  BANKS,  BANKERS,  AND  SAVINGS  BANKS. 

(Monthly  List ; continued  from  February  No. , page  647.  J 

1ST  Additions  for  this  list  are  solicited  from  the  subscribers  to  this  work. 
Place  and  State.  Name  0/  Bank.  N.  Y.  Correspondent. 

Eiyeka,  Cal Humboldt  County  Bank National  Bank  Commerce. 

Aledo,  III Fars.  Bk.  (A.  M.  Byers  & Co.)  Ninth  National  Bank. 

Brimfield,  “ C.  T.  Heald  & Co National  Park  Bank. 

Hagerstown,  Ind Citizens*  Bank Winslow,  Lanier  & Co. 

Muncie,  “ Citizens’  Bank Third  National  Bank. 

West  Branch,  Iowa  . . West  Branch  Bank Metropolitan  National  Bank. 

Seneca,  Kan State  Bank  of  Kansas Donnell,  Lawson  & Co. 

Marine  City,  Mich...  Marine  Bank Loaner’s  Bank. 

Rochester,  N.  Y Bank  of  Rochester Fourth  National  Bank. 

Waynesville,  Ohio.  ..  Waynesville  National  Bank. . None. 

Philadelphia,  Pa Charles  D.  Barney  & Co First  National  Bank. 

“ “ John  Fareira None., 

Brookville,  **• K.  Arthurs Continental  National  Bank. 

McKeesport,  “ First  National  Bank 

Montrose,  “ First  National  Bank 

Ridgway,  “ Elk  County  Bank National  Bank  Commerce. 

McMinnville,  TeNN  . . Nat.  Bank  of  McMinnville..  
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CHANGES  OF  PRESIDENT  AND  CASHIER. 

( Monthly  List;  continued  from  February  No. , page  649. ) 

February,  1875. 

Banks  are  requested  to  furnish  prompt  notice  of  any  future  changes. 

Name  of  Bank.  Elected.  In  place  of 

Bank  of  Mobile,  Mobile,  Ala.  ..  Rich’d  F.  Manly,  Cash.  Jared  S.  Green. 
Selma  Savings  Bank,  Selma,  “ ...  N.  H.  R. Dawson, Pres.  H.  A.  Stollenwerk. 

“ 44  44  Wm.  White,  Cash E.  T.  Fowlkes. 

Ansonia  Nat.  Bank,  Ansonia,  Conn.  Thos.  Wallace,  ]i.J>res.  J.  M.  Colburn. 
Farmers’  Bank,  Georgetown,  Dei...  James  Ponder,  Pres.  ..  G.  H.  Wright. 

44  44  “ G.  H.  Wright,  Cash.  ..  James  Anderson. 

Merch.  & PI.  N.  Bank,  Augusta,  Ga.  J.  T.  Newbery,  Cash.  . Joseph  S.  Bean. 
Monmouth  N.  B.,  Monmouth,  III.  . David  Rankin,  Pres.  ..  George  F.  Harding. 

“ 44  44  W.  B.  Young,  Cash.  ..  A.  W.  Harding. 

City  National  Bank,  Goshen,  Ind  ..  J.  H.  Defrees,  Pres.  ..  H.  H.  Hitchcock. 

Evansville  Nat.  B.,  Evansville,*  44  Henry  Reis,  Cash 

First  Nat.  Bank,  Atlantic,  Iowa..  W.  Warwick,  Pres B.  F.  Allen. 

Kossuth  Co.  Bank,  Algona,  44  ..  Wm.  H.  Ingham,  Pres.  E.  C.  Buffum. 

Nat.  State  Bank,  Des  Moines,  44  ..  James  Callanan,  Pres.  . B.  F.  Allen. 

First  National  Bank,  Paola,  Kan F.  M.  Shaw,  Pres J.  E.  Thayer. 

44  44  44  C.  A.  Leighton,  Cash.  . F.  M.  Shaw. 

44  Parsons,  44  R.  S.  Stevens,  Pres.  . ..  A.  D.  Jaynes. 

Bunker  Hill  N.  Bank,  Boston,  Mass.  Ch.  R.  Lawrence,  Cash.  James  Adams,  Jr. 
Manufac.  N.  B., Three  Rivers,  Mich.  W.  E.  Wheeler,  Cash.  E.  H.  Lathrop.* 
First  Nat.  Bank,  Greenville,  44  Emery  Trufaut,  Pres.  . Nelson  Holmes. 

Mercantile  Bank,  St.  Louis,  Mo Geo.  E.  Leighton,  Pres.  Wm.  H.  Maurice. 

First  Nat.  B.,  Jefferson  City,  44  A.  M.  Davison,  Pres.  . J.  S.  Fleming. 

Citizens’  Bank,  Memphis,  44  N.  V.  Leslie,  Cash . . ..  L.  J.  Vandiver. 

Bank  of  Havana,  Havana,  N.  Y Elbert  P.  Cook,  Cash 

Malta  National  Bank,  Malta,  Ohio.  . . II.  D.  Miller,  Cash.  . ..  D.  H.  Mortley. 
First  National  Bank,  Berea,  44  ...  AlsonU.  Pomeroy,  A H.  C.  Johnson. 

Carlisle  Dep.  Bank,  Carlisle,  Penn..  John  Hays,  Pres R.  M.  Henderson. 

Honesdale  Nat.  B.,  Honesdale,  44  E.  F.  Torrey,  Cash,p.  t.  S.  D.  Ward.*  . 

First  National  Bank,  Muncy,  44  John  M.  Bowman, Pres.  Henry  Johnson. 

44  44  44  De  La  Green,  Cash.  ...  John  M.  Bowman. 

First  Nat.  Bank,  New  Castle,  44  Samuel  Foltz,  Pres.  ...  I.  N.  Phillips. 

44  44  44  D.  Osborne,  Cash Edwin  I.  Agnew. 

44  Northumberland,44  F.  Burkenbine,  Cash...  J.  H.  Jenkins. 

People’s  N.  Bank,  Pittsburgh,  44  Barclay  Preston,  Pres.  Samuel  Rea. 

Commercial  N.  B.,  Providence,  R.  I.  Henry  G.  Arnold,  Cash . Joshua  Wilbour. 

First  Nat.  Bank,  Paw  tucket,  44  Olney  Arnold,  Pres Appleton  Park.* 

44  44  44  Wm.  H.  Park,  Cash . ..  Olney  Arnold. 

•Central  Nat.  Bank,  Columbia,  S.  C. ..  John  S.  Preston,  Pres..  John  B.  Palmer. 
Fourth  Nat.  Bank,  Nashville,  Tenn..  Thomas  Plater,  Cash ...  J.  Porterfield.* 
National  Valley  Bank,  Staunton,  Va.  M.  H.  Effinger,  Cash.  . W.  C.  Eskridge. 
People’s  N.  B.,  Martinsburg,  W.  Va.  E.  S.  Troxell,  Pres.  ...  Samuel  Busey. 
(German  Bank,  Sheboygan,  Wis.  ....  James  H.  Mead,  Pres.  Geo.  C.  Cole. 

44  44  44  Fr.  Karste,  Cash Jas.  H.  Mead. 

* Deceased. 
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DISSOLVED,  DISCONTINUED,  OR  CHANGED. 

( Monthly  List , continued  from  February  No.,  page  649.) 

Alabama. — J.  C.  L.  Martin  8c  Son,  Enfaula  (discontinue  banking  business). 

Arkansas. — John  S.  Hornor,  Helena , (now  John  S.  Homor  & Son). 

Delaware. — Merrick,  Johnson  & Co.,  Wilmington  (now  Craige,  Johnson  & Co.) 

Georgia. — C.  A.  Davis  8c  Son,  Greensboro , (retiring). 

Indiana.  — Lawrenceburgh  Banking  Co.,  Lcrturenceburgh,  (succeeded  by 
People’s  Bank). 

Iowa. — Freraont  County  Bank  of  L.  Bentley  & Co.,  Riverton , (now  owned 
by  G.  B.  Murray  & Co.);  B.  F.  Allen’s  Bank,  Des  Moines , (suspended); 
Cerro  Cordo  County  Bank  of  W.  H.  Lytle,  Mhson  City , (now  owned  by  Mon- 
tague & Smith). 

Massachusetts. — Hill,  Scott  & Co.,  Boston , (now  Hill,  Head  & Co.) 

New  York. — George  Washington  Bank,  Corning  (closed);  C.  G.  Harger 
Sc  Son,  Watertown , (suspended). 

-Ohio. — Wool-Growers’  Bank,  Newark , (discontinued). 

Pennsylvania. — Commercial  Banking  Co.,  McKeesport , (succeeded  by  First 
National  Bank). 

Texas. — S.  P.  Young  & Co.,  Marlin , (succeeded  by  George  E.  Lane,  Jr.) 

Virginia. — First  National  Bank  and  National  Valley  Bank,  Staunton,  (con- 
solidated as  National  Valley  Bank). 


THE  PREMIUM  ON  GOLD  AT  NEW  YORK, 
January — February,  1875. 


1874. 

Lowest.  Highest. 

1875. 

Lowest 

Highest. 

*875. 

Lowest.  Highest. 

January  .. 

10*  . 

12* 

..Jan.25 .. 

12  H 

- 12* 

..Feb.  8 

• • 14*  • 

14# 

February  - 

u#  - 

>3 

26  .. 

12U 

- 12% 

9 

--  14*  • 

14# 

March  ... 

»*  - 

I3H 

27.. 

12# 

- 13 

10 

• - 14# 

14# 

April 

Muy 

«I # 

H# 

28.. 

12% 

- 13* 

11 

-•  14#  • 

14  X 

II # ■ 

«3* 

29 .. 

13 

- 1334 

12 

--  >4#  - 

14* 

June 

Jo'y 

i°*  - 
■ 9 - 

12* 

i°# 

30.. 

12% 

• 13* 

*3 

- 14*  - 

14* 

August . . . 

9%  ■ 

I°* 

..Feb.  i .. 

13* 

- 13* 

15 

- 14*  ■ 

14H 

September 

9*  - 

«°* 

2 .. 

1334 

- 14* 

16 

--  14*  - 

15* 

October  .. 

9#  - 

10H 

3 -• 

14* 

15* 

- 14#  • 

>5# 

Nov 

10 

12# 

4 .. 

14* 

. 14# 

18 

- 14%  ■ 

IS* 

Dec 

"#  - 

12  # 

5 .. 

6 .. 

13# 

14 

• 14# 

• «4# 

19 

20 

- 14  H ■ 
..  14*  - 

14% 

>4# 

OFFICIAL  BULLETIN  OF  NEW  NATIONAL  BANKS, 
Authorized  January  21  to  February  16,  1875. 


No.  Name  and  Place . President  and  Cashier.  . Capital.  — v 

A uthorised.  Paid. 

2220  Waynesville  National  Bank,  Seth  S.  Haines $50,000  . $41,882 

Waynesville,  Ohio.  Joel  Evans. 

2221  Nat.  Bank  of  McMinnville,  50,000  . 45,503 

McMinnville,  Tenn.  Ph.  H.  Marbury. 

2222  First  National  Bank,  William  Whigham...  50,000  • 36,000 

McKeesport,  Penn.  Thomas  Penney 

2223  First  National  Bank,  William  J.  Turrell. . . 100,000.  50,000 

Montrose,  Penn.  N.  L.  Lenheim 
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NOTES  ON  THE  MONEY  MARKET. 

New  York,  February  20,  1875. 

Exchange  on  London  fat  sixty  days ’ sight , 4 ’83  a 4 '83#  ^»A/. 

The  money  market  continues  easy  at  2 to  3 per  cent,  for  call  loans,  and  at  4 to 
6 per  cent,  for  commercial  paper.  There  is  an  abundance  of  loanable  funds, 
and  the  demand  for  call  loans  for  Stock  Exchange  purposes  is  restricted.  . One 
m cause  of  this  is  the  falling  off  in  the  business  of  the  Stock  Exchange,  which  is 
due  to  various  circumstances.  Prominent  among  them  is  the  advance  in  the  rates 
of  brokerage,  which  checks  the  speculative  business  of  the  stock  market, 
though  it  has-little  the  effect  upon  the  volume  of  legitimate  transactions  for  in- 
vestment. The  quietude  of  the  money  market  has  not  been  at  all  disturbed  by 
the  fluctuations  in  the  Bank  of  England  rate,  or  by  the  discussions  on  the  cur- 
rency in  Congress.  It  is  several  years  since  the  monetary  situation  has  continued 
so  tranquil  during  the  fall  and  winter  seasons.  This  stability  is  very  noteworthy, 
and  has  been  accounted  for  in  various  ways.  Of  the  numerous  causes  which 
have  combined  to  preserve  financial  tranquillity  in  presence  of  perturbing  influ- 
ences, which  at  another  time  would  have  been  formidable,  we  may  mention  the 
smallness  of  the  demand  foi  general  business.  Our  merchants  are  precluded  from 
making  engagements  ahead,  in  consequence  of  the  fiscal  changes  and  monetary 
schemes  which  have  been  so  actively  pressed  forward  at  Washington.  By  these 
and  other  retarding  forces,  the  recuperation  of  industrial  activity  has  been  pre- 
vented. The  volume  of  business  having  thus  been  very  much  diminished,  the 
amount  of  capital  required  to  do  that  business  has  also  been  responsively  con- 
tracted. 

The  statement  to-day  of  the  New  York  Clearing-House  banks,  shows  an  in- 
crease in  loans  of  $ 1,738,900,  and  a decrease  in  all  the  other  averages.  The  de- 
posits have  declined  $2,608,500;  the  legal  tenders  $2,254,600;  the  specie  $3,240,. 
100,  and  the  circulation  $928,500.  The  change  last  mentioned  is  due  to  the 
fact  that  some  of  the  New  York  banks  are  giving  up  their  circulation.  A single 
bank  has  surrendered  a million  recently,  and  by  depositing  greenbacks  in  Wash- 
ington, has  got  its  bonds  from  the  Department,  and  has  probably  spld  them  at 
the  high  prices  now  ruling.  The  legal-tender  reserve  of  the  banks  has  fallen 
$4,842,575.  The  deposits  may  have  been  somewhat  reduced  by  the  fact  that  last 
week  the  banks  of  this  city  that  pay  interest  put  down  their  rate  on  deposits 
to  3 per  cent.  The  course  of  the  bank  averages  during  the  month  is  shown  in 
the  subjoined  table  : 


Legal 

1875.  Loans . Specie.  lenders.  Circulation.  Deposits.  Exchanges.  * 

Jan.  25 284,328,500  ..  20,985,200  ..  56,830,600  ..  24,153,500  ..  237,146,800  ..  499.493.4x7 

Feb.i 286,452,800  ..  17,180,600  ..  57,861,600  ..  23,801,800  ..  236,191,200  ..  436,580,08a 

“ 8 291,197,700  ..  15,162,400  ..  57,275,400  ..  23,642,200  ..  238,123,200  ..  539,951.440 

“ 15 293,111,200  ..  15,894,300  ..  56,647,400  ..  23,532,900  ..  238,832,300  ..  430,469,121 

“ 22 294,850,100  ..  12,654,200  ..  54,392,800  ..  22,534,400  ..  236,223,800  ..  437,489,084 
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The  reports  of  the  Philadelphia  banks  compare  as  follows  : 


1875.  Loans. 

Specie. 

Legal  Tenders. 

Circulation. 

Deposits. 

*5-  59.5*5.706  .. 

5*9, *97 

17,116,864  ... 

11,401,469 

49,448,502 

Feb  1.  59,303,018 

♦88,859 

17,132,815  ... 

**  383.343  ••• 

49  3*6,483 

“ 8.  59,401,613  .. 

377.051 

17,144,185  ... 

**.395.2*7  ••• 

48,600.478 

“ *5*  59» *06,840  .. 

302,099 

16,884,633  . . , 

11.387719  •• 

48,132,220 

The  Boston  bank 

averages  are 

subjoined : 

1875.  Loans. 

Specie. 

Legal  Tenders. 

Circulation. 

Deposits. 

Jan.  25.  130,594.800 

— 2,346,100 

9,256,900  ... 

24.433.900 

76,923,600 

Feb.  1.  130,405,700 

...  2.099,700 

....  9 372,200  

94,311,300 

79,316,500 

“ 8.  131,358,500 

— 2,076  600 

....  9.547.303  •••■ 

, 24,293.000 

79,192,100 

" *5*  131,570,200 

. . . 1,759.800 

....  9.419.900  .... 

24,210,300 

79,281,200 

As  to  the  large  decrease  in  specie  of  $ 3,240,100  last  week  in  the  New  York  banks, 
it  is  accounted  for  by  the  heavy  customs  payments,  and,  perhaps,  by  the  movements 
of  the  clique  who  are  reported  to  have  locked  up  gold.  These  operations  seem  to 
have  culminated.  To-day  the  dealings  in  gold  were  less  important  than  for  some 
days. past,  and  the  price,  after  opening  at  114K.  sold  down  to  114#.  The  tone  of 
the  market  inclined  to  lower  figures,  on  a report  that  the  recent  clique  was  dissolved 
and  had  suddenly  collapsed  while  forcing  a squeeze  in  cash  gold. 

The  specie  imports  last  week  were  $511,839.56,  since  Jan.  1,  $12,165,171,  as  against 
$4,897,104  same  time  last  year,  and  $9,697,186  in  1873.  The  exports  of  domestic 
produce — currency  valuation— for  the  week  ending  Tuesday  last,  were  $3,952,584, 
and  since  Jan.  1,  $30,758,435.  The  import  entries  of  dry  goods— gold  valuation— 
at  this  port  during  the  week  were  $3,658,653;  and  of  general  merchandise  $4,316,- 
044,  making  a total  of  $7,974,697;  and  since  Jan.  1,  $46,341,257,  as  against  $52,- 
070,609  in  1874,  and  $63,671,992  in  1873.  The  total  amount  of  cotton  received 
during  the  week,  coastwise  and  by  rail,  footed  up  99,664  bales,  and  the  number 
exported  was  94.941.  The  entire  receipts  since  Sept.  1— the  commencement  of 
the  cotton  year— amounted  to  2,803,036  bales,  a decrease  of  105,399  hales,  as 
compared  with  the  corresponding  period  of  last  year. 

Another  point  of  interest  in  the  gold  market  has  been  the  excitement  in  mining 
stocks,  which  has  spread  ruin  and  distress  throughout  the  Pacific  States.  Tempt- 
ed by  the  stories  of  sudden  fortunes  acquired  by  investments  in  the  bonanza 
mines,  thousands  of  persons  mortgaged  their  houses  and  farms,  or  otherwise 
sacrificed  their  property,  in  order  to  buy  shares  at  speculative  prices.  The  oscillations 
of  the  shares  were  extraordinary.  In  October,  1874,  Ophir  ranged  in  price  in  the 
San  Francisco  market  at  from  $43  to  $64.  Through  the  adroit  managementof 
the  speculators,  by  Jan.  13,  Ophir  ran  up  to  $230,  and  we  find  them  quoted  as 
high  as  $300.  In  two  months  and  a half  the  nominal  value  of  the  mine  in- 
creased, according  to  the  quotations  of  the  San  Francisco  Brokers,  from  $5,- 
040,000  to  $23,184,000,  a gain  of  over  $17,000,000.  On  Feb.  5,  Ophir  was 
once  more  selling  at  $61  per  share.  A band  of  unprincipled  speculators,  as 
it  now  appears,  had  obtained  control  of  the  Ophir  mine  by  the  purchase  of  20,- 
000  shares  at  $80  per  share.  They  also  had  to  buy  in  the  open  market  more 
shares  to  make  their  total  investment  in  this  single  mine  about  $3,000,000. 
This  was  the  first  step  in  the  manipulation.  The  second  step  was  to  report  ex- 
traordinary developments  in  this  and  other  mines,  so  as  to  force  up  the  price  of 
the  stock,  and  when  it  reached  $250,  the  third  stage  commenced.  The  clique  en- 
deavored to  make  all  the  profits  they  could ; they  began  unloading,  and  they  con- 
tinued to  sell  steadily  until  the  bubble  burst. 

Government  securities  have  been  unsettled  by  the  severe  fluctuations  in  gold  and 
foreign  exchange.  The  relative  value  of  bonds  has  been  depressed  here  below  the 
London  price,  so  that  some  considerable  amounts  have  been  imported  from  abroad. 
To-day  four  millions  of  called  bonds  went  into  the  Treasury  for  redemption  in  coin. 
State  bonds  are  dull,  but  railroad  bonds  show  a little  more  activity. 
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In  regard  to  the  Pacific  Railroads,  we  announced  some  months  ago,  that  a new 
proposition  might  be  expected  for  the  liquidation  of  their  debt  to  the  Government. 
The  Union  Pacific  road  owes  the  Treasury  27  millions,  the  annual  interest  on  which  is 
$i,6ao,ooo.  The  Company  proposes  to  pay  $500,000  a year  for  ten  years,  then 
$750,000  a year  for  ten  years,  and  then  $1,000,000  a year  until  the  accumulated 
payments  with  compound  interest  equal  the  existing  debt  with  simple  interest;  the 
Government,  meanwhile,  to  retain  all  of  the  transportation  and  other  charges  against 
it  until  such  annual  payments  are  made.  The  Central  Pacific,  whose  debt  is  rather 
larger,  proposes  to  pay  $400,000  per  year  in  semi-annual  payments,  and  continue 
the  same  until  the  whole  debt  to  the  Government,  with  interest  fcthereon,  is  paid. 
The  annual  sum  proposed  is  somewhat  less  than  that  of  the  U nion  t Pacific,  for  the 
reason  that  the  latter  has  a much  larger  share  of  the  Government  transportation. 
The  amounts  repaid  by  the  Pacific  Railroads  by  transportation  of  mails,  troops, 
&c.,from  the  beginning  up  to  Jan.  1,  1875,  have  been  $ 3,060, issfor  the  Union  Pa- 
cific, and  $ 1,164,814  for  the  Central  Pacific.  These  propositions  require  the  assent 
of  Congress,  which  at  this  late  period  of  the  session  can  scarcely  be  expected. 
Still  the  agitation  has  caused  an  active  movement  in  the  Union  Pacific  stock.  Pa- 
cific Mail  has  been  depressed  by  the  vote  of  the  House  against  continuing  the 
subsidy.  The  most  activity  has  been  in  Union  Pacific,  Lake  Shore,  Pacific 
Mail  and  Western  Union.  The  last  named  stock  declined  to  70 yi  on  the  bill  of 
General  Butler  to  regulate  the_rates  of  Telegraph  Companies. 


The  stock  market  closes  with 
comparative  quotations: 

an  improved  tone,  as 

is  shown  in  the  subjoined 

Quotations  : 

Jan.  30. 

Feb.  a. 

Feb.  8. 

Feb.  15. 

Feb.  ao. 

Gold 

i»3*  .• 

i»4* 

114K 

114* 

114  H 

U.  S.  5-30S,  1867  Coup. 

HQ* 

119K 

M9* 

119?% 

U.  S.  new  Fi^es  Coup . 

US* 

115* 

114* 

114K 

West.  Union  Tel.  Co. . 

73*  .. 

75 

72* 

72* 

72* 

N.  Y.  C.  & Hudson  K. 

10a 

102% 

107K 

101  * 

ioi* 

Lake  Shore 

74* 

74* 

73 

72* 

73* 

Chicago  & Rock  Island 

103* 

104  * 

103K 

103* 

1<H* 

New  Jersey  Central . . . 

108 

107  * 

108 

107* 

108 

Eric 

28* 

28* 

27* 

28 

27* 

Bills  on  London 4.86  a 4.86^  . . 

4.86  a 4.86# 

. .4.85  *4-85* 

• 4 83*  a 4.84 

. .4.83  a 4.83* 

Treasury  balances,  cur. 

$47,762,660 

• $47.797.”9 

• $49,095,682 

• - f 49,630,197 

Do.  do.  gold 

47,100,78a 

••  45.593,571 

• 45.545  984 

. . 46,182,400 

American  securities  in  Europe  are  better  and  our  railroad  men  are  more 
hopeful,  but  no  important  loans  have  been  negotiated  during  the  month. 
Perhaps  the  most  important  of  the  new  loans  negotiated  here  are  two.  First,  that 
of  the  city  of  Cinninnati  for  3 millions  of  seven-thirties,  which  averaged  about  102, 
the  bids  ranging  from  101*  to  104.  The  other  loan  referred  to  is  that  of 
the  State  of  Massachusetts.  It  consists  of  $1,500,000  five  per  cent,  gold  bonds, 
and  among  the  bidders  for  the  entire  issue  were  several  banking  houses  of  this 
city.  The  high  credit  which  Massachusetts  has  always  sustained  gives  such  a 
loan  an  easy  sale  in  Europe  and  here.  The  bonds  are  payable  in  London,  and 
are  said  to  have  been  awarded  at  a price  equivalent  to  about  109  in  currency.  As 
the  prospects  of  foreign  loans  are  much  dismissed,  we  call  attention  to  a decision 
recently  made  in  the  Court  of  Chancery  at  London,  respecting  a railway  loan, 
which  has  attracted  a good  deal  of  notice.  President  Grant,  it  will  be  remem- 
bered, proposed  in  his  message,  a year  or  two  ago,  to  send  an  exploring  expedi- 
tion up  the  river  Amazon,  with  a view  to  the  future  extension  of  American 
commerce.  Very  few  persons  are  aware  of  the  immense  field  which  offers  in 
that  region  for  the  enlargement  of  our  trade.  To  develop  this  trade,  a railroad 
has  been  projected  by  an  American  engineer,  Col.  George  Earl  Church,  an  officer 
well  known  and  highly  distinguished  in  our  army  during  the  civil  war.  For  the 
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construction  of  the  road,  he  obtained  concessions  from  Brazil  and  Bolivia,  and  ne- 
gotiated a loan  in  England.  The  litigation  about  this  loan  arose  from  the  fact  that 
some  of  the  bondholders  contended  that  the  railways  would  cost  more  than  the  first 
estimates,  and  that  their  money  should  be  returned  to  them.  The  Court  of  Chan- 
cery has  just  denied  the  prayer  of  the  bondholders,  and  decides  that  the  railroad  be 
constructed  as  far  as  the  money  will  go.  The  road  is  designated  the  Madeira  and 
Mamore  Railway,  and  as  it  lies  in  Brazil,  the  Brazilian  Government  is  expected  to 
aid  in  its  completion.  In  a few  months,  if  this  expectation  is  realized,  a vast  tract 
of  fertile  country,  abounding  in  natural  wealth,  and  rich  in  tropical  products,  will 
be  thus  opened  for  the  first  time  to  American  commerce. 

Among  the  dealers  in  American  and  other  securities,  an  interesting  discussion  is 
going  on  in  London  about  a proposal  put  forward  by  a member  of  the  Stock 
Exchange  with  a view  to  obviate  the  risks  and  inconveniences  which  dealers  and 
holders  experience  by  the  present  system  of  transferring  foreign  bonds  from  one 
person  to  another.  Besides  the  serious  loss  of  time  in  counting  the  bonds,  which 
are  often  for  small  sums,  there  is  risk  of  loss  in  passing  the  bundles  from  office  to 
office,  inconvenience  through  their  bulk,  as  well  as  danger  of  coupons  getting 
detached  and  lost.  These  and  such  evils  Mr.  Ingall  proposes  to  remedy  by  es- 
tablishing, under  Government  supervision,  or  as  a branch  of  the  business  of  the 
Bank  of  England,  what  promises  to  be  an  efficient  clearing-house  for  bonds.  In- 
stead of  bonds  passing  from  hand  to  hand,  as  now,  receipts  or  certificates  would 
be  given  on  stamped  paper,  to  be  crossed  or  not  at  the  holders’  option,  while 
the  bonds  would  be  deposited  to  lie  secure  in  the  coffers  of  the  office.  It  would 
be,  in  short,  a sort  of  Hamburg  Bank,  only  that  the  property  lying  in  its  vaults 
#nd  transferred  from  hand  to  hand  by  ticket  and  ledger  entries  would  be  bonds 
instead  of  bullion.  So  far  as  the  Government  is  concerned,  it  does  not  seem 
that  the  proposal  is  feasible,  except  as  a source  of  revenue;  but  there  does  not 
seem  any  reason  why  the  Bank  of  England,  or  some  equally  unimpeachable  in- 
stitution, should  not  do  such  work,  and  relieve  dealers  and  the  public  from  much 
worry  and  trouble.  The  labor  would  still  be  very  heavy,  but  it  would  be  con- 
centrated in  one  place,  and  the  risks  would  be  fewer,  while  much  time  might  be 
saved,  as,  after  a time,  people  would  buy  and  sell  the  certificates  as  they  stood, 
singly,  or  in  bundles. 

As  to  the  effect  of  recent  legislation  on  our  credit  abroad,  Messrs.  M'Culloch 
& Co.,  in  a recent  circular,  reflect  the  opinions  current  in  London.  They  say  that 
the  extraordinary  discoveries  in  the  Nevada  mines  will  supply  all  the  silver  bullion 
necessary  to  carry  out  the  programme  of  the  Senate  Finance  measure,  by  which 
coin  is  to  be  substituted  for  the  fractional  currency.  The  amount  of  the  notes 
outstanding  which  will  have  to  be  changed  is  set  at  9,000,000  sterling;  but  the 
yield  of  the  metal  on  the  Pacific  Slope  is  likely  for  years  to  come  to  exceed  all  pre- 
cedent. The  effect  may  be  important  on  the  future  value  of  silver  coin  and  bull- 
ion, but  not  on  the  paper  currency ; inasmuch  as  there  is  little  disposition  in  the 
National  Banks  to  avail  themselves  of  the  new  issues  of  bank  notes  now  authorized, 
the  conditions  being  deemed  onerous,  leaving  little  profit  on  the  circulation.  Since 
the  new  arrangements  for  the  redemption  of  bank  notes  went  into  operation 
their  volume  has  been  reduced  by  withdrawals  and  redemptions  over  $15,000,000. 

The  Foreign  Imports  at  New  York  for  January  compare  as  follows: 

1873.  1874.  1875. 

Entered  for  consumption $17,270,231  $ *3>846>9°7  $ **»53°»339 

Entered  for  warehousing 10,956,219  7,612,441  5, 716,038 

Free  goods 9,463,302  t 8,752,3*7  7*43®, 591 

Specie  and  bullion 1*3,939  99>°*4  *46,282 

Total  entered  at  port $ 37,803,69*  $ 3°»3IO>^79  $ 24»83*,25o 

Withdrawn  Grom  warehouse ' 9>5$7>9*8  1*1*88,750  7,778,440 
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The  Foreign  Imports  at  New  York  for  Seven  Months  ending  January  31  are  sub. 


j oined  : 

1873. 

1874. 

187V 

Entered  for  consumption 

$ 105,475,005  

$ 89,103,251  

..  $94,773,570 

Entered  for  warehousing 

76,792,258  

58,5*9,387  

45,437.388 

Free  goods 

49.93L909  

44,282,975  

55,687,830 

4.043,203 

Total  entered  at  port 

$237,129,741  

$ 207,828,533  

. . $ 199,941.986 

Withdrawn  from  warehouse 

99*59^*533  

67,908,558  

55,496,285 

The  Gold  Receipts  for  Customs  at  New  York 

are  reported  below : 

Six  months  ending  1873. 

1874. 

*875. 

January  1 $64,393,09293  $ 53.535.4*9  °5  

$ 54.*i3»434  19 

In  January 10,703,626  44  10,042,084  05  

8,072,846  12 

7 months $75*156,719  37  $63,577,503  10  

$ 62,286,280  28 

The  Exports  from  New  York  to  Foreign  Ports  in  the  Month  of  January  compare 

as  follows: 

1873. 

1874. 

1875. 

Domestic  produce 

$ 19*379*497 

$ 22,658,022  — 

. . $ 18,559,948 

Foreign  merchandise,  free 

133.831 

278,870 

do.  dutiable 

428,932  ... 

663,785  .... 

45*,585 

Specie  and  bullion 

7.127.989  • 

2,660,508  — 

10,119,325 

Total  exports 

$27,178,539 

$ 26,116,146 

$ 29,410,728 

do.  exclusive  of  specie. 

23,455,638 

19.291*403 

The  Exports  from  New  York  to  Foreign  Ports  for  Seven  Months  ending  Janu- 

ary  31  are  subjoined : 

1873- 

1874. 

1875 

Domestic  produce 

$ 144,412,876  . . 

• •••  $177,962,196... 

• ••  $154,596,071 

Foreign  free  goods 

985,015  ... 

1,474,085 

do.  dutiable 

4,877,444  • 

5,263,951  . . 

3.7*9  77 * 

Specie  and  bulhon 

* 41,972,132  • • 

{...  23,500,885  ... 

41,722,887 

Total  exports 

• $ 207,714,047  - 

. ..  $201,552,814 

do.  exclusive  of  specie 

150,451,364  •• 

— 184,213,162  . . . 

• • 159.799.9*7 

DEATHS. 

In  Fort  Plain,  N.  Ym  on  Tuesday,  October  13th,  aged  seventy  years,  Wil- 
liam A.  Haslet,  President  of  the  Fort  Plain  Bank. 

In  Fitchburg,  Mass.,  on  Saturday,  December  26th,  aged  seventy-three  years, 
Hon.  Alvah  Crocker,  President  of  the  Crocker  National  Bank,  of  Tur- 
ner’s Falls,  Mass. 

In  Nashville,  Tenn.,  on  Monday,  December  28th,  aged  fifty-six  years,  John 
Porterfield,  Cashier  of  the  Fourth  National  Bank  of  Nashville. 

In  Pawtucket,  R.  I.,  on  Wednesday,  December  30th,  aged  seventy-four  years, 
Appleton  Park,  President  of  the  First  National  Bank  of  Pawtucket. 

In  Boston,  Mass.,  on  Thursday,  January  21st,  aged  eighty-three  years,  Charles 
Sprague,  Cashier  from  1825  to  1865  of  the  Globe  Bank  of  Boston. 

In  Montreal,  Canada,  on  Thursday,  February  18th,  aged  eighty-one  years, 
William  Molson,  President  ofMoLsoN’s  Bank,  Montreal. 

In  New  York,  on  Monday,  February  aad,  aged  eighty-one  years,  Shepherd 
Knapp,  formerly  President  of  the  Mechanics’  National  Bank  of  New  York. 
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BUSINESS  PROSPECTS  AND  CURRENCY  ELASTICITY. 

Among  the  principles  of  practical  finance  which  are  often 
misunderstood  of  late,  is  that  which  teaches  that  the  revival  of 
business  after  a panic  depends  very  much  on  the  state  of  the 
currency.  Thus  the  slow  recovery  of  our  commercial  activity  dur- 
ing the  last  eighteen  months  is  by  not  a few  people  ascribed 
almost  wholly  to  faults  in  the  circulating  medium.  Very  mis- 
chievous results  have  followed  this  error  both  in  Congress  and 
elsewhere.  The  financial  critics  are  not  all  agreed  as  to  the  pre- 
cise defects  in  our  monetary  system  which  cause  the  trouble.  The 
currency  according  to  one  set  of  reformers,  is  too  limited  in  its 
volume,  and  they  would  have  it  expanded  by  new  issues  of  irre- 
deemable paper.  Another  class  oppose  the  principle  of  new  issues. 
They  declare  that  the  greenback  currency  is  inflated  and  needs 
contraction  till  its  value  appreciates  to  par  with  gold.  Both  these 
hostile  armies  of  currency  reformers  are  accustomed  to  clamor  for 
what  they  call  “elasticity  of  the  currency ” as  the  great  condi- 
tion of  industrial  recuperation.  Let  us  briefly  examine  these 
opposing  theories  and  the  object  at  which,  in  such  different  ways, 
they  both  profess  to  aim. 

That  object  is  to  renew  the  activity  of  business.  Many  people 
are  much  surprised  that  the  panic  of  1873  has  left  a languor  which 
is  so  slow  to  pass  away.  But  if  we  examine  accurately,  we  shall 
see  that  there  is  no  reason  for  surprise.  Let  us  ask,  for  example, 
what  it  was  that  brought  on  the  panic?  Did  not  the  trouble 
arise  from  the  fact  that  hundreds  of  millions  of  dollars  had 
been,  year  after  year,  sunk  in  unprofitable  works,  and  that  the 
owners  of  this  vast  sum  lost  confidence  and  refused  to  invest  any 
more  capital  without  better  security.  In  railroads  alone,  between 
the  years  1867  and  1873,  we  invested,  chiefly  of  borrowed  money, 
no  less  than  1742  millions  of  dollars,  or  a much  larger  sum 
48 


Digitized  by  LjOOQle 


7 38 


banker’s  magazine. 


[April, 


than  the  indemnity  paid  by  France  to  Germany.  If  the  owners  of 
this  capital  had  been  willing  to  go  on  lending  us  for  our  railroads  290 
millions  a year,  we  need  have  had  no  panic  in  1873.  But  the 
capitalists  refused.  They  were  tired  of  lending  money  for  the  creat- 
ing and  running  of  unprofitable  railroads.  Hence  railroad  progress 
had  to  stop.  A million  of  men  were  thrown  out  of  work.  The 
best  of  these  men  soon  entered  other  occupations;  but  too  many 
still  find  it  hard  to  get  employment,  for  the  simple  reason  that 
the  work  they  used  to  do  has  ceased  to  be  possible  at  present, 
and  they  are  too  shiftless,  or  too  unskilled,  or  too  indolent  to 
create  other  openings  for  their  own  labor.  Here,  in  brief,  is  one 
of  the  great  causes  of  the  panic,  and  of  its  slowness  to  pass  off 

Leaving  this  industrial  aspect  of  the  panic,  however,  let  us  take 
up  its  financial  side.  The  financial  cause  of  the  panic  was  undoubt- 
edly a loss  of  credit . There  is  this  in  every  panic.  Whatever  other 
symptoms  it  has,  there  is  a perturbation  of  credit  also,  as  one  of  its 
chief  features.  Economists  have  divided  panics  into  various  classes. 
They  distinguish  first  what  theyjcall  “ the  currency  panic.”  Such  was 
that  of  England  in  1825,  that  of  the  United  States  in  1857,  and 
that  of  France  during  the  empire  of  the  Assignats.  Secondly,  there 
is  a kind  of  panic  known  as  “the  financial  panic,”  where  the  fault 
is  not  in  the  currency,  but  in  a general  break-down  of  the  mechan- 
ism of  credit.  The  great  fabric  of  confidence  throughout  the  country 
is  in  such  a crisis  overstrained,  and  a collapse  ensues,  as  in  England 
in  1866.  The  third  species  of  panic  is  “ the  capital  panic,”  like  that 
of  England  in  1847,  when  the  expenditure  of  an  excessive  sum  of 
floating  capital,  and  its  conversion  for  several  years  into  fixed  cap- 
ital, caused  a violent  revulsion.  It  is  to  this  last  cause  that  we  owe 
our  panic  of  1873.  We  have  almost  tripled  our  railroad  investments 
since  i860.  In  that  year  the  cost  of  our  railroad  system  was  1,491 
millions  of  dollars.  At  the  close  of  1873  it  had  risen  to  nearly 
4,000  millions.  This  excessive  conversion  of  floating  capital  into 
permanent  fixed  forms  might  well  be  expected  to  produce  trouble, 
and  the  only  wonder  is  that  the  explosion  was  delayed  so  long. 
It  offers  a conspicuous  illustration  of  the  immense  strength  and 
recuperative  vitality  of  our  financial  system,  that  the  expenditure 
of  these  prodigious  sums,  year  after  year,  in  works  which  were 
to  so  great  an  extent  unproductive  was  not  sooner  followed  by  some 
wide-spread  disaster. 

We  must  not  omit  to  mention  another  cause  of  the  slow  recov- 
ery from  the  panic.  The  foreign  market  for  American  securities, 
though  favorable,  is  not  as  active  as  was  anticipated.  Great 
amounts  of  foreign  capital  are  no  doubt  being  invested  here,  but 
in  consequence  of  the  prejudice  awakened  against  American  secur- 
ities, the  demand  abroad  is  not  so  good  as  it  ought  to  be.  Nor 
need  we  wonder  at  this.  We  have  122  railway  companies  which 
have  defaulted  on  their  bonds.  The  aggregate  debt  of  these 
tainted  companies  is  $ 567,028,000.  They  may  be  divided  into 
there  classes.  First,  companies  representing  $ 239,337,000  are 
involved  in  litigation,  by  foreclosure  or  otherwise,  or  they  are  in  the 
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hands  of  receivers.  Secondly,  companies  representing  $ 164,245,000 
of  debt  have  already  settled,  or  are  now  settling  with  bond-holders 
without  litigation.  Thirdly,  companies  representing  $114,458,000 
of  debt  remain  “ in  statu  quo”  and  concerning  their  affairs  no  late 
“ information  has  been  received ; ” and  fourthly,  companies  repre- 
senting $ 48,989,000  of  debt  have  had  their  roads  sold  in  foreclosure 
during  1874.  The  third  group  comprises  several  old  roads  in 
default  long  prior  to  the  panic.  There  are  ten  companies  in  this 
long  account  which  have  been  admitted  to  the  London  Stock 
Exchange  List,  and  there  are  also  many  others,  of  course, 
which  were  floated  in  Europe  without  obtaining  such  quotation. 
The  following  are  the  ten  companies  referred  to,  with  the  amounts 
of  their  mortgage  bonds,  and  the  date  of  their  default: 


Defaulted  Railroad  Bonds  Held  in  England. 


Name  and  Description. 

Atlantic  and  Great  Wes  tern— 1st  mortgage 

ad  mortgage 

Other  bonds  (including  leased  line  rentals) 

Cairo  & Vincennes— -1st  mortgage,  gold . 

Gilman,  Clinton  & Springfield— 1 at  mortgage,  gold.. 

ad  mortgage,  gold 

Missouri,  Kansas  8c  Texas— 1st  mort.  on  road  & land 

1st  mortgage,  gold,  Tebo  and  Neo 

Consolidated  mortgage 

New  York,  Boston,  & Montreal — 1st  mortgage 

Atlantic,  Mississippi,  & Ohio — old  bonds 

Burlington,  Cedar  Rapids,  8c  Minnesota — 1st  mort- 
gage, gold,  sinking  fund. 

1st  mortgage,  gold,  Milwaukee  division 

Oregon  8c  California— 1st  mortgage 

Union  Pacific,  central  branch — 1st  mortgage,  gold. . 

Detroit  8c  Milwaukee— 1st  mortgage 

ad  mortgage 

ad  mortgage,  funded  coupons 

1st  funded  coupons  . . . . ; 

Bonds  of  June  30, 1866 

ad  mortgage  (D.  and  P.) 

Other  issues,  small 


Amount. 

Rate 

Interes 

Date 

0/  Dejault. 

14,414,9 77 

7g • 

July,  1874 

10,173,679 

7g- 

Sept.,  1874 

10,500,000 

7 

Jan.,  1875 

3,500,000 

7g- 

April,  1874 

a,  000, 000 

7g- 

Mar.,  1874 

1,000,000 

8g- 

Jan.,  1874 

3,220,000 

6g. 

Jan.,  1874 

350,000 

7g- 

Dec.,  1873 

13,504,400 

7g- 

, Feb.,  1874 

6,250,000 

6g. 

Aug.,  1874 

4,900,000 

Var. 

. Jan.  1,1874 

5,400,000  , 

7g. 

Nov.,  1873 

2,200,000  . 

7g- 

Feb.,  1874 

10,500,400  . 

7g- 

Oct.,  1873 

1,600,000  . 

6g- 

Nov.,  1873 

2,500,000  . 

7 

Nov.,  1873 

1.000,000  ■ 

8 

Nov.,  1873 

377,000  . 

7 

Nov.,  1873 

628,525  . 

7 

Jan.,  1874 

x,695,35I  • 

6&7 

Jan., 

1874 

100,000  . 

7 

Jan., 

1874 

100.000  . 

1874 

Total $95.9i4.332 

Besides  these  95  millions  of  bonds,  held  mostly  in  England, 
there  are  a large  amount  of  defaulted  securities  held  on  the  con- 
tinent of  Europe.  Most  of  these  were  bought  at  low  prices,  and  their 
risky  character  was  doubtless  well  known  to  the  European  bank- 
ers who  negotiated  them,  and  obtained  extraordinary  rates  of  com- 
mission in  consequence  of  the  dangerous  nature  of  the  securities. 
This  circumstance,  however,  does  not  hinder  or  modify  the  evil 
influence  produced  on  our  credit  abroad  by  the  presence  in  foreign 
markets  of  such  large  amounts  of  discredited  American  securities. 

It  is  easy  to  understand  how  the  forces  we  have  passed  in 
review  have  operated  to  retard  the  wheels  of  industrial  enterprise. 
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It  is  well  known  that  in  a new  country  there  is  apt  to  be  a 
chronic  deficiency  of  floating  capital,  while  in  older  countries  float- 
ing capital  exists  in  plethoric  abundance.  Hence  the  latter  are 
perpetually  drawing  off  the  excess  from  the  monetary  reservoirs  of 
the  former,  and  both  receive  reciprocal  benefits.  Europe  reaps  as 
much  advantage  from  the  lucrative  openings  offered  for  her  surplus 
capital  by  American  investments  as  is  reaped  by  America  when 
foreign  capital  flows  freely  this  way  and  avails  itself  of  the  large 
profits  which  judicious  investments  in  this  country  need  never  fail 
to  command.  What  we  have  said  with  regard  to  foreign  capital 
and  its  functions  as  an  instrument  for  extricating  our  financial 
bark  from  its  temporary  trouble,  might  be  repeated  with  equal  truth 
of  our  own  supplies  of  capital  from  domestic  sources. 

Nothing  can  be  more  clear  than  that  the  most  formidable  of  all 
the  obstacles  which  check  the  restoration  of  business  activity  among 
us  arise  out  of  two  fruitful  causes:  first,  the  arrest  of  capital,  and 
secondly,  the  arrest  of  confidence.  The  mechanism  of  business 
cannot  work  without  free  supplies  of  capital  any  more  than  a loco- 
motive can  work  without  steam.  And  capital,  however  plentiful  in 
other  parts  of  the  industrial  * organism,  is  of  no  avail  for  the 
revival  of  business,  except  so  far  as  the  owners  of  that  capital 
have  confidence  to  lend  it  in  the  ordinary  channels  of  the  money 
market,  so  that  it  shall  reach  and  set  in  motion  the  arrested  wheels 
of  those  parts  of  the  industrial  machinery  of  the  nation  which  are 
suffering  for  want  of  it.  Now  there  is  a general  belief  through- 
out the  financial  community,  that  the  revival  of  commerce  and 
trade  cannot  long  be  delayed;  and  the  question  is  whether  this 
opinion  rests  on  a solid  basis  of  fact.  In  reply,  we  can  only  say 
that  the  hoped-for  recuperation  of  trade  is  impossible,  except  as  a 
result  of  certain  well-known  causes,  prominent  among  which  are 
the  two  which  we  have  been  exploring — the  revival  of  confidence 
and  the  co-operation  of  capital. 

We  will  not  pursue  any  further  the  discussion  of  these  ele- 
mentary facts  and  principles.  We  have  said  enough  to  show  how 
narrow  and  inadequate  is  the  theory  of  those  persons  who  blame 
the  inelasticity  of  the  currency  as  the  cause  of  the  Jay  Cooke 
panic  in  the  first  instance,  or  as  the  cause  of  its  slow  disappearance 
at  present.  The  error  arises  from  misapprehension  of  the  financial 
situation,  or  from  a confusion  of  thought  in  reasoning  upon  it 
These  faults  are  very  obvious,  and  have  often  been  exposed. 
What  the  country  wants  as  a condition  of  recuperation  is  not  new 
issues  of  greenbacks,  as  the  inflationists  say,  nor  even  the  resump- 
tion of  specie  payments,  as  we  are  assured  by  their  opponents. 
We  want  a revival  of  confidence.  Capital  must  lose  its  timidity 
and  pour  itself  in  the  channels  of  industry.  So  far  as  these  cur- 
rency agitators  by  their  recent  efforts  have  checked  the  return  of 
this  confidence,  they  have  prevented  capital  from  resuming  its  old 
functions,  and  they  have  thus  contributed,  as  widely  as  their  influence 
reaches,  to  keep  back  that  improvement  of  business  which  they 
profess  so  much  to  desire. 
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THE  CALLED  BONDS  AND  THE  REFUNDING  OF  THE 
PUBLIC  DEBT. 

It  is  with  much  regret  that  we  hear  again  the  rumor  of  the  re- 
tirement of  Secretary  Bristow.  Although  his  want  of  experience  in 
practical  finance  has  placed  impediments  in  his  wa.y,  it  has  not  pre- 
vented him  from  winning  reputation  as  a judicious,  honest,  en- 
ergetic and  efficient  officer.  We  only  express  the  general  wish  when 
we  say  that  Mr.  Bristow’s  resignation  should,  if  possible,  be  pre- 
vented. Of  course  there  is  some  reason  for  disappointment  at  the 
results  of  his  former  arrangement  with  the  Syndicate;  and  the  new 
contract  he  has  recently  made  with  them  for  a further  term  of  six 
months  will,  it  is  hoped,  be  more  successful  in  extending  the  market 
in  Europe  for  the  new  five  per  cent,  bonds. 

The  call  issued  March  11  for  thirty  millions  of  five-twenties  is 
not,  like  similar  previous  calls,  intended  to  aid  that  purpose,  or  to 
further  the  funding  of  the  debt  at  a lower  rate  of  interest.  This 
new  call  of  bonds  is  for  the  sinking  fund.  It  has  scarcely  any  di- 
rect relation  to  the  new  compact  just  concluded  with  the  Syndicate. 
It  is  simply  intended  to  carry  out  the  new  Sinking  Fund  Act  of 
March  3,  which  contemplates  that  some  30  millions  of  the  public 
debt  will  be  canceled  during  the  current  fiscal  year.  The  present  call 
will  mature  on  the  nth  June,  and  to  accomplish  the  purpose  in  view 
the  bonds  must  be  paid  out  of  the  balance  in  the  Treasury. 
Some  dissatisfaction  has  been  expressed  that  the  Secretary  has 
called  24  millions  of  coupon  bonds,  and  has  included  in  his  schedule 
no  more  than  6 millions  of  registered  bonds.  But  among  the  nu- 
merous reasons  why  he  adopted  this  course  is  the  cogent  fact  that 
these  six  millions  are  all  that  remained  uncalled  of  the  issue  of 
1862,  and  it  is  doubtful  whether  he  has  the  legal  power  to  call  any 
more  registered  bonds  except  these.  Another  reason  was,  that  if 
Mr.  Bristow  had  done  otherwise  than  he  has  done,  he  would  have 
violated  a policy  which  has  always  been  held  sacred,  namely,  that  all 
bonds  should  be  called  in  the  order  of  their  emission.  This  policy 
precluded  the  Secretary  from  passing  over  the  older  coupon  bonds, 
or  from  confining  and  limiting  his  purchases  to  the  registered  bonds  of 
later  issues.  Besides  this,  there  was  the  fact  that  the  registered  bonds 
which  would  thus  have  been  called  out  of  their  turn  are  to  a great 
extent  in  the  ownership  of  the  National  Banks,  and  have  been  de- 
posited by  them  at  Washington  as  security  for  their  circulation.  These 
bonds  have  been  purchased  by  the  banks  in  full  faith  that  they  would 
not  be  called  irregularly  or  prematurely,  and  Mr.  Bristow,  for  this 
and  other  sufficient  reasons,  has  decided  to  adhere  to  the  old  pol- 
icy of  the  Treasury  on  the  subject,  and  to  call  the  oldest  five- 
twenties  first,  whether  they  be  coupon  or  registered  bonds. 

From  what  has  been  said,  the  esror  is  evident  of  those  persons 
who  argue  that  the  present  call  for  bonds  has  been  designed  to 
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revive  the  policy  for  refunding  the  debt.  Indeed  very  little  seems 
to  have  been  done  towards  refunding  for  some  months  past,  the 
Syndicate  having  apparently  met  with  some  obstacles  which  have 
hindered  their  accomplishing  much  abroad.  What  those  impedi- 
ments may  be,  the  public  have  not  been  informed.  In  the  absence 
of  such  explanation,  there  is  considerable  anxiety  to  know  what 
will  be  the  success  of  the  Syndicate  during  the  next  six  months. 
Without  finding  any  positive  fault  with  those  gentlemen,  or  with 
their  modes  of  action,  under  the  difficult  circumstances  which  have 
hampered  past  negotiations,  we  may  say  that  popular  opinion  will 
positively  demand  that  Congress  shall  take  some  new  departure 
next  session  in  regard  to  the  funding  of  the  debt  at  a lower  rate 
of  interest. 

It  is  premature  at  present  to  suggest  any  specific  scheme  for  this 
purpose.  One  of  the  new  schemes  which  has  been  proposed  is  to 
issue  bonds  of  a longer  date  than  any  which  have  been  hitherto 
issued  by  the  United  States.  This  scheme  has  certainly  some  claims 
in  its  favor.  At  present,  we  shall  do  no  more  than  state  the 
object  of  the  plan,  which  is  to  fund  1,000  millions  of  the  National 
debt  at  four  per  cent.  This  rate  of  interest  is  certainly  low,  but 
it  is  believed  fairly  to  represent  the  improved  credit  of  this  country, 
as  compared  with  other  governments.  In  confirmation  of  this 
argument,  some  interesting  facts  are  stated  by  the  Pall  Mall 
Gazette  in  a recent  article.  Our  contemporary  shows  that  during 
the  last  two  years  the  countries  whose  securities  are  dealt  in  at 
the  London  Stock  Exchange,  have  increased  their  debts  by  some 
1500  millions  of  dollars.  Of  course,  these  large  additions,  which 
are  continually  increasing  the  debts  of  the  world,  are  somewhat  un- 
favorable to  any  plans  for  the  reduction  of  the  rate  of  interest; 
but  as  the  Pall  Mall  Gazette  goes  on  to  show  that  England  can 
borrow  at  3*^  per  cent.,  and  British  India  at  4 per  cent.,  we  are 
fairly  entitled  to  infer  that  the  United  States  ought  to  be  able  to 
borrow  at  4 per  cent.  We  slightly  abridge  the  article  of  our  con- 
temporary as  follows,  the  aggregates  in  the  tables  being  converted 
at  the  rate  of  five  dollars  to  the  pound  sterling. 

“The  following  are  the  best  estimates  which  we  can  form  of  the 
principal  National  debts  at  the  present  time: 

Aggregate  Debt. 


Country . *873. 

France $3,740,000,000 

Great  Britain 3,950,000,000 

United  States 2,165,000,000 

Italy 1,800,000,000 

Spain 1,305,000,000 

Austria 1,530,000,000 

Russia 1,775,000,000 

German  Empire,  States  composing. ..  1,040,000,000 

Turkey 620,000,000 

India 540,000,000 


*875. 

$ 4,500,000,000 

3.900.000. 000 

2.144.000. 000 

1.950.000. 000 

1.875.000. 000 

1.750.000. 000 

1.700.000 . 000 

1.000. 000.000 

675.000. 000 

650.000. 000 


$18465,000,000  $ 20,144,000,000 
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“ These  ten  countries  owe  in  the  aggregate  £ 4,000,000,000, 
and  have  added  nearly  ten  per  cent,  to  their  indebtedness  during 
the  last  two  years.  No  other  country  in  the  world  owes  anything  like 
jQ  100,000,000.  The  ten  next  largest  debts  stand,  we  believe,  about 
as  follows:  Brazil,  ^82,000,000;  Holland,  j£S 0,000,000;  Egypt, 
^75,000,000;  Portugal,  ^69,000,000;  Mexico,  63,000,000 ; 
Australasian  colonies,  ^46,000,000;  Peru,  ^37,000,000;  Belgium, 
^36,000,000;  Hungary,  ^32,000,000;  Canada,  ^30,000,000; 
making  a total  of  £ 550,000,000.  The  twenty  largest  National  debts 
in  the  world  amount,  therefore,  in  the  aggregate,  to  £ 4,590,000,000. 
If  we  add  £ 160,000,000  for  the  smaller  debts,  the  National  indebt- 
edness of  the  world  must  amount  to  jQ  4,750,000,000,  or  23,750 
millions  of  dollars. 

“ It  is  nearly  as  difficult  to  ascertain  the  charges  which  these 
debts  involve  as  the  amount  of  the  debts  themselves.  But  taking 
in  the  main  the  statistics  of  the  Economist  as  our  guide,  we  shall 
arrive  at  the  following  conclusions: 


France 

Debt 

Interest 
$ 165,000,000 

England 

I33»500,000 

United  States 

103,000,000 

Italy 

76,750,000 

Austria 

75,000,000 

Spain 

q 5,000,000 

Russia 

67,250,000 

Turkey 

47,500,000 

Germany 

45,000,000 

ffi:::: 

575,000,000 

37,500,000 

29,500,000 

Mexico 

20,000,000 

Brazil 

15,500,000 

Australasia 

13,500,000 

Peru 

13,000,000 

Holland 

11,250,000 

Portugal 

345,000,000 

10,750,000 

Belgium 

180,000,000 

8,750,000 

Hungary 

7,500,000 

Canada 

150,000,000 

7,500,000 

$ 22,950,000,000 

.... 

$ 942,750,000 

“ The  debts  of  these  twenty  countries  alone  impose,  then,  a charge  of 
$940,000,000  a year  on  their  inhabitants.  If  we  add  $60,000,000 
for  the  unenumerated  debts,  the  National  debts  must  impose  a 
charge  of  $ 1,000,000,000,  or  twice  the  sum  which  France,  the 
country  with  the  largest  revenue  in  the  world,  is  annually  raising 
by  taxation. 

“ The  rate  of  interest  which  these  countries  are  severally  paying 
on  the  nominal  amount  of  their  debt  must  not,  of  course,  be 
confounded  with  the  rate  at  which  they  can  now  borrow.  Judged 
by  the  latest  quotations  on  the  Stock  Exchange,  some  of  these 
may  be  given  as  follows:  England,  3^  per  cent.;  India,  4 per 
cent.;  Holland,  per  cent.;  Canada,  4 y2  per  cent.;  Australasia, 
4j^  per  cent;;  United  States,  4^ ♦per  cent;;  France,  5 per  cent.; 
Russia,  5 per  cent.;  Brazil,  5 per  cent.;  Italy,  6 per  cent.;  Por- 
tugal, 6 per  cent.;  Hungary,  71/  per  cent.;  Egypt,  8 per  cent.  ; 
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Turkey,  io  per  cent.;  Peru,  io  per  cent.;  Spain,  15  per  cent.; 
Mexico,  18  per  cent.” 

These  figures  are  very  suggestive.  The  chief  point  which  we 
cite  them  to  illustrate  is  that  the  credit  of  the  United  States  ranks 
far  below  the  level  at  which  it  ought  to  stand  in  the  money  mar- 
kets of  Europe.  Even  Canada  and  Australia  are  able  to  borrow 
on  better  terms  than  we  can.  The  reasons  for  this  discrepancy 
deserve  to  be  thoroughly  explored.  A conspicuous  place  among 
these  reasons  must  doubtless  be  given  to  the  “five-twenty  policy 
of  controllability.”  Chief  Justice  Chase,  when  Secretary  of  the 
Treasury,  in  1862,  was  the  founder  of  this  policy,  which  often 
bears  his  name.  Its  chief  feature  consists  of  the  “five-twenty” 
and  “ten-forty”  arrangement,  which  has  become  well  known  here, 
though  it  is  not  adopted  by  any  other  country,  of  making  our  twenty 
year  bonds  redeemable  after  five  years,  and  our  forty-year  bonds 
redeemable  after  ten  years,  at  the  option  of  the  Government.  Mr. 
Chase  did  not  look  far  enough  into  the  future  to  see  that  if  the 
Government  reserved  the  right  to  pay  off  its  twenty-year  bonds  in 
five  years,  the  right  must  be  paid  for.  The  bonds  would  not  sell 
for  so  high  a price  as  an  absolute  twenty-year  security.  The  bur- 
den which  this  Chase  policy  has  inflicted  upon  the  country  has 
been  computed  to  be  equal  to  the  addition  of  one  or  two  per 
cent,  at  least  to  the  cost  of  our  bonded  debt.  That  aggregate  is 
over  1700  millions,  one  per  cent,  on  which  is  17  millions.  Every 
year,  according  to  the  theory  before  us,  the  public  debt  of  the 
United  States  has  cost  more  than  17  millions  of  dollars,  which 
would  have  been  saved  but  for  our  vain  attempts. to  carry  out  the 
Chase  policy  of  “controlling”  the  public  debt.  To  Mr.  Bristow’s 
last  call  of  five-twenties,  we  owe  the  renewal  of  this  discussion, 
which  is  very  likely  to  come  up  in  some  practical  shape  at  an 
early  period  in  the  next  session  of  Congress. 


OUR  NATIONAL  BANK  SYSTEM  AS  A MODEL. 

When  the  National  Bank  system  was  first  organized,  its  friends, 
among  the  arguments  which  they  urged  for  it,  gave  some  promi- 
nence to  the  prediction  that  it  would  serve  as  a model  to  European 
nations,  who  would  be  induced,  in  process  of  time,  to  imitate 
its  safeguards  with  a view  to  secure  its  benefits.  Hitherto  the 
promise  does  not  seem  to  have  been  fulfilled.  But  there  are  cer- 
tain nations,  such  as  Switzerland  and  Germany,  whose  banking 
system  has  had  increasing  affinity  with  our  own,  especially  in  this 
fundamental  particular,  that  the  banks  were  all  equal;  they  had  no 
privileged  hierarchy;  every  member  of  the  organization  was  on  the 
same  level  with  ail  the  rest.  This  democratic  principle  of  bank 
organization  has  just  been  given  lip  in  Germany.  The  law  recently 
passed  subverts  the  old  system,  and  it  will  probably  change  the 
whole  condition,  of  German  banking  within  a few  years. 
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How  far  the  confidence  of  foreign  nations  may  have  been  impaired 
in  our  banking  system  by  the  reckless  changes  we  have  been  mak- 
ing in  it  since  1870,  we  will  not  here  inquire.  Certain  it  is  that 
in  foreign  journals  the  example  of  our  banking  system  is  not  so 
often  cited  as  formerly.  For  the  truth  of  this  statement,  we  may 
appeal  to  those  of  our  readers  who  are  accustomed  to  read  the 
German,  English  and  French  financial  journals.  We  are  inclined 
to  think,  however,  that  in  the  case  of  Germany  and  its  recent 
bank-changes  a number  of  conflicting  causes  have  combined  to 
bring  about  the  new  legislation. 

For  example,  there  was  the  desire  to  reform  the  paper  currency. 
The  paper  money  of  the  German  States  has  been  for  three-quar- 
ters of  a century  in  a very  complicated,  if  not  chaotic  condition. 
As  the  coin  circulation  was  about  to  be  reformed,  the  Germans 
thought  they  would  go  further  and  reform  their  paper  issues  also. 
But  to  do  this  without  a great  central  bank,  was  deemed  impos- 
sible. Secondly,  Germany  has  been  losing  gold,  notwithstanding 
all  she  could  to  do  to  prevent  its  exportation.  The  failure  of 
the  efforts  to  counteract  the  evil  was  misunderstood.  By  the  help 
of  a powerful  bank,  these  efforts,  it  was  supposed,  would  be  ren- 
dered more  successful.  Besides  these  and  similar  financial  reasons 
for  changing  her  banking  laws,  Germany  was  impelled  by  an  over- 
powering political  necessity. 

The  object  of  nearly  all  law-making  in  Germany  since  the  war 
has  been  to  promote  the  unity  of  the  Empire,  and  the  new  banking 
system  is  in  its  sphere  to  be  an  instrument  for  that  unification.  It  is 
as  completely  under  the  control  of  the  Government  as  the  Bank  of 
France,  and  more  so  than  the  Bank  of  England.  When  a few 
years  have  permitted  it  to  absorb  the  small-note  issues  left  now  to 
certain  banks  and  States,  the  Imperial  Bank  will  have  then  what 
the  Bank  of  France  has  now — the  exclusive  right  of  issuing  notes. 

In  return  for  this  monopoly,  restrictions  are  imposed  on  the 
Reichsbank.  It  can  only,  according  to  the  act,  do  certain  things, 
and  those  not  freely,  but  under  authority.  It  can  buy  and  sell 
gold  and  silver  in  ingots  or  coin;  it  can  discount  bills,  but  only 
these  up  to  three  months,  and  then  only  when  they  bear  at  least 
two  good  signatures.  Its  transactions  in  stocks  are  strictly  limited, 
and  it  can  only  invest  in  Government,  State  or  municipal  stocks 
that  will  be  paid  off  within  three  months,  or  bills  that  have  three 
months  to  run.  Three  months  is,  in  fact,  the  limit  of  the  credit  it 
can  allow  in  any  direction,  even  when  lending  on  stock  issued  by 
the  Empire,  or  on  gold  and  silver.  Moreover,  the  Bank  is  not 
allowed  to  lend  beyond  three-fourths  of  the  current  value  of  any 
stock  it  takes  in  pledge,  nor,  in  the  case  of  foreign  Government 
securities,  beyond  fifty  per  cent.  Money  may  be  lent  on  bills  of 
exchange,  but  not  less  than  five  per  cent,  must  be  deducted  from 
their  face  value,  and  only  two-thirds  value  can  be  lent  on  merchan- 
dise at  the  time  in  Germany.  For  its  protection,  the  Reichsbank 
is  empowered  to  effect  summary  sale  of  any  securities  it  may  hold 
against  a debt  not  paid  when  due.  Hence,  it  appears  that  the 
Bank  is  empowered  to  take  precedence  of  every  other  creditor  in 
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all  cases,  and  holds  the  position  towards  all  commercial  transac- 
tions which  is  held  by  the  Treasury  of  the  United  States  towards 
any  of  its  debtors  who  become  insolvent 
The  capital  of  the  Bank — taking  the  value  of  the  Reichsmark  at 
25  cents — is  to  be  $ 30,000,000,  divided  into  40,000  shares  of 
$750  each,  which,  when  paid  up,  carry  no  further  liability.  Of 
these  shares  the  Government  may  invest  to  an  amount  of  $1,500,- 
000  through  the  Prussian  Bank;  but  it  will,  in  all  probability, 
invest  much  more  heavily  than  that.  Thus,  as  a mere  shareholder, 
the  German  Government  will  have  great  influence  on  the  Bank. 
It  will  also  have  a great  share  in  the  profits  it  makes,  which  are 
to  be  apportioned  as  follows : “ First— A dividend  of  4^  per 

cent,  will  be  paid  to  the  shareholders.  Second — Twenty  per  cent 

of  the  remainder  is  to  be  added  to  the  reserve  fund,  as  long  as 
the  latter  does  not  exceed  one-fourth  of  the  capital.  Third — Of 
the  residue,  one-half  is  to  be  portioned  out  among  the  shareholders 
and  the  other  half  to  go  to  the  Imperial  Exchequer,  until  the  total 
dividend  reaches  8 per  cent.  Should  there  be  any  excess  after 
this,  the  shareholders  will  receive  one-fourth  and  the  Imperial 
Treasury  three-fourths  of  it.  In  the  event  of  the  net  profits  being 
under  \V2  per  cent.,  the  difference  is  to  be  made  up  from  the 
reserve  fund.  Dividends  not  claimed  within  four  yoars  of  their 
falling  due  are  appropriated  by  the  Bank.” 

This  represents  a tolerably  high  price  which  the  shareholders  are 
to  pay  the  Government  for  the  privilege  of  issuing  $62,500,000  in 
bank  notes  of  the  value  of  $ 25  and  upwards,  tax  free,  and  on 
pure  credit.  Clause  25  announces  that  “the  control  of  the  Bank 
belongs  to  the  Empire,”  and  a Board  of  four  commissioners,  pre- 
sided over  by  the  Imperial  Chancellor,  are  to  form  the  Bank 
curatorium  accordingly.  In  the  next  clause  it  is  enacted  that  “the 
Chancellor  of  the  Empire  directs  the  entire  operations  and  admin- 
istration of  the  Bank.”  The  Board  of  Directors  are  to  carry  on 
the  business  of  the  Bank,  and  it  has  certain  secondary  functions; 
but  “in  all  and  everything,”  so  clause  27  runs,  “it  has  to  obey 
the  instructions  and  directions  of  the  Chancellor  of  the  Empire.” 
He  issues  instructions  alike  to  Directors  and  officials  of  the  Bank, 
and  the  State  only  has  the  ultimate  voice  in  the  appointment  of 
the  Board.  The  utmost  that  the  shareholders  can  do  is  to  appoint 
a central  committee  of  fifteen  to  act  as  a consulting  body  along 
with  the  Directors.  Local  committees  possessing  similar  functions 
may  be  appointed  to  watch  over  branches,  and  to  consult  with 
the  civil  servants  who  guide  the  Bank,  but  in  all  cases  their  func- 
tion is  only  consultative.  The  whole  thirty-two  other  banks 
included  in  the  act  are  only  to  issue  $ 33,750,000  of  the  total  tax- 
free  paper,  and  of  these  only  six  issue  more  than  half  a million 
individually.  They  are  restricted  in  their  note-issuing  operations  in 
other  ways,  each  bank  being  compelled  to  work  within  its  district. 
It  is  thought  that  these  minor  issues  will  not  last  beyond  the 
renewal  of  the  Imperial  Bank’s  charter  in  1891. 
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THE  SAVINGS  BANKS  OF  NEW  YORK. 

Sir  William  Herschell,  in  one  of  his  popular  addresses  some, 
years  ago,  made  some  elaborate  estimates  as  to  the  prodigious 
waste  of  the  light  and  heat  of  the  sun,  a very  small  portion 
of  the  aggregate  seeming  to  reach  any  of  the  satellites  of  that  lumi- 
nary, while  by  far  the  greater  part  seemed  not  to  be  utilized  at  all. 
Certain  ingenious  political  economists  have  made  still  more  curious 
calculations  in  regard  to  the  waste  of  capital  and  material  wealth 
in  the  economy  both  of  ancient  and  of  modern  nations. 

It  has  often  been  shown,  that  nearly  all  the  expedients  for  saving 
and  economizing  capital,  familiar  as  they  seem  to  us,  are  of 
comparatively  recent  origin.  One  of  these  expedients,  that  of 
savings  banks,  is  often  said  to  be  the  most  recent  of  all.  In  this 
country  the  Savings  Bank  system  has  been  developed  with  more 
rapidity  than  anywhere  in  Europe.  The  reasons  for  this  are  not 
far  to  seek.  Our  operatives  earn  much  larger'  wages  than  the 
kindred  classes  in  Europe;  and  earning  more,  they  have  more  to 
spend  and  more  to  save.  The  reports  of  our  Savings  banks  have 
always  attracted  great  attention  from  economic  observers  in 
Europe  as  well  as  among  ourselves,  and  the  general  interest  attach- 
ing to  these  statistics  has  been  enhanced  since  the  panic  of  1873. 
That  disaster  has  given  a profound  shock  to  our  industrial  system, 
and  economists  have  been  curious  to  watch  its  effects  upon  the 
operative  classes,  who  chiefly  constitute  the  depositors  in  Savings 
banks.  We  recently  gave  some  statistics  as  to  the  growth  and  changes 
of  the  Savings  banks  of  this  State,  as  well  as  of  New  England. 
We  have  now  a further  contribution  to  the  same  history  in  the 
report  just  presented  to  the  French  Legislature,  a summary  of 
which  is  before  us;  and  secondly,  in  the  annual  statement  officially 
prepared  at  Albany  of  the  Savings  banks  of  the  State  of  New 
York  for  the  year  ending  1st  January,  1875.  The  Superintendent 
reports  that  during  the  year  1874,  ten  new  banks  were  incor- 
porated and  three  were  organized.  The  whole  number  is  now 
one  hundred  and  fifty-eight.  Although  several  Savings  banks  have 
failed  during  the  last  few  years,  others  have  sprung  up,  and  the 
number  is  larger  now  than  ever  before.  By  these  statistics  taken 
in  connection  with  those  we  recently  published,  it  appears  that  the 

auestion  is  finally  set  at  rest  as  to  the  effect  of  the  late  panic  on 
le  Savings  Bank  system. 

In  New  York,  owing  partly  to  the  intelligence  and  good  feel- 
ing of  the  depositors,  and  partly  to  the  excellent  arrangements  of 
the  Savings  banks,  the  panic  of  1873,  instead  of  depleting  them 
by  a loss  of  20  or  25  millions  of  deposits,  produced  a drain 
of  only  5 millions,  most  of  which  soon  returned.  Hence,  in 
this  State,  as  in  others  whose  reports  have  been  published,  the 
aggregate  deposits  are  now  greater  than  ever  before. 
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The  subjoined  table  compares  the  effect  on  the  Savings  banks 
of  New  York  of  our  two  last  great  panics,  those  of  1857  and 
1873: 

Savings  Banks  op  the  State  of  New  York,  1857  to  1875. 


Jan. 

No.  of  Banks. 

*857 

66 

1858 

66 

*859 

66 

i860 

66 

1861 ; 

66 

*873 

*5° 

*874 

155 

1875 



Deposit*. 

$41,699,502 

41422,672 

48,194,847 

58,178,160 

67»440,397 

285,286,621 

285,520,085 

3°3>935>649 


The  investments  reported  for  1874  and  1875  compare  as  follows: 


Summary  of  Reports. 


Resources. 


Jan.  x,  1874. 


Bonds  and  mortgages 

Stock  investments 

Loaned  on  public  stocks 

Loaned  on  stocks  or  bonds  of  private  corporations.. . 

Loaned  on  personal  securities 

Amount  reported  as  invested  in  real  estate 

Cash  on  deposit  in  banks  and  trust  companies 

Cash  on  hand  not  deposited  in  banks 

All  other  assets 


$ **°>773>559 

«S3.35S.664 

5.335.6oi 

2.265,317 


554.322 

7.435.328 


14,158,075 

, 6,714.404 

7,017460 


Jam.  1,  1875. 


$ 1 *6,639,852 
164,548,656 
3,238,209 

*,9*9.643 

581,224 

8,598,86! 

19,300,085 


5.  *53.25* 
8,594,79° 


$307,589,730 


Liabilities. 

Amount  due  depositors $285,520,085 

Other  liabilities §20,693 

Excess  of  assets  over  liabilities 21,448,952 


$328,574,572 

$303,93^.649 

24,3*o!248 


$307»589,f30 

Statistical 

Number  of  institutions  reporting 155 

•Number  of  open  accounts 839472 

•Number  of  accounts  opened  during  the  last  year....  2094x1 

•Number  of  accounts  closed  during  the  last  year 192,854 

Deposits,  not  including  interest,  credited  during  the 

last  year $ 159,620,567 

Deposits,  including  interest,  credited  during  the  last  year  1 75,774,564 

Withdrawn  during  the  last  year I75»375»532 

Interest  on  profits  during  the  last  year I9»3*3»76o 

Interest  to  depositors  during  the  last  year *6, 153,997 

Average  of  each  deposit  or  account 340.12 


$328,574,572 

*5f 

872498 

203,356 

*66,725 


$150,900,959 

167,040,905 

*48,743.23* 

*9,809.337 

*6,139.949 

34835 


* These  items  are  not  reported  by  a few  of  the  banks ; the  statement  in  regard  to  them  is 
therefore  not  entirely  accurate. 


This  table  illustrates  the  sound  judgment  with  which,  on  the 
whole,  the  investments  of  our  Savings  banks  in  this  State  have 
been  made.  Of  the  aggregate  of  328  millions  to  be  disposed  ofj 
1 16  millions  have  been  invested  in  bond  and  mortgage,  while  24 
millions  have  been  kept  in  bank  or  in  the  till  as  a fund  to  pro- 
vide against  emergencies.  The  stock  investments  amount  to  164 
millions. 

Turning  now  to  the  Savings  institutions  of  this  city  and  Brook- 
lyn, we  find  that  in  1861  the  Savings  institutions  were  25  in 
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number,  and  their  depositors  255,485,  while  their  aggregate 
deposits  amounted  to  $55,780,572.  In  January,  1875,  the  two 
cities  had  61  Savings  banks,  and  the  aggregate  deposits  were 
$224,962,644,  of  which  the  New  York  institutions  held  $180,010,703, 
and  those  of  Brooklyn  $44,951,941.  This  appears  from  the  sub- 
joined table : 


Savings  Banks  of  the  City  of  New  York. 


Netv  York  County.  Total  Resources. 


Abingdon  Square  Savings  Bank . . . 

Bank  for  Savings 

Bond  Street  Savings  Bank 

Bowery  Savings  Bank 

Broadway  Savings  Institution 

Central  Park  Savings  Bank 

Citizens’  Savings  Bank 

Claremont  Savings  Bank 

Clinton  Savings  Bank 

Dry  Dock  Savings  Institution..... 

East  River  Savings  Institution 

East  Side  for  Sailors 

Eleventh  Ward  Savings  Bank 

Emigrant  Industrial 

Equitable  Savings  Institution 

Excelsior  Savings  Bank 

Franklin  Savings  Bank 

German  of  New  York 

German  of  Morrisania 

German  Up-Town 

Greenwich 

Harlem 

Institution  for  Merchants’  Clerks.. . 

Irvings  Saving  Institutions 

Manhattan  Savings  Institution 

Merchants  & Traders*  Savings  Inst. 

Metropolitan  Savings  Bank 

Morrisania  Savings  Bank 

Mutual  Benefit  Savings  Bank 

National  Savings  Institution 

New  Amsterdam  Savings  Bank  .... 

New  York  Savings  Bank 

North  River  Savings  Bank 

Oriental  Savings  Bank 

People’s  Savings  Bank 

Seamen’s  Bank  for  Savings 

Security  Savings  Bank 

Sixpenny  Savings  Bank 

Teutonia  Savings  Bank 

Third  Avenue  Savings  Bank 

Trades’  Savings  Bank 

Union  Dime  Savings  Bank 

West  Side  Savings  Bank 

Yorkville  Savings  Bank..... 


$ 179.753 

22,533,823 

1,965,881 

31,308,928 

2,282,197 

92,77» 

8,350,417 

83.427 

178,791 

10,046,076 

7,982,769 

*6,525 

729,159 

14,036,258 

55.163 

529,924 

1,645,609 

12,680,477 

626,026 

1,462,766 

12,210,915 

1,026,425 

3,904,133 

3.477,217 

9,091,916 

2,644,381 

6,962,635 

206,602 

436,35° 

4.97* 

781,120 

*3$i 

250449 

I4,545>172 

660y6tO 

2,676,485 

2,053,219 

1,526,919 

106,584 

11,085,997 

344,6oo 

42,753 


Due  Depositors . 

$ 176,066 
20,582,990 
1,786,165 
. 27,169,481 
2,056,088 
48,996* 
8,017,678 
81,788 
178,068 
9,244,770 
7,342,296 

713.878* 

12,931.325 

52,167 

521,723 

1.597.904 

ll.984.357 

598,673 

1447,920 

11,127,940 

988,064 

3,724,129 

3.112,555 

8,739.53° 

2,427,664* 

6,482,029 

198,032 

436,350 

1,512 

768,?93 

2,I35,»59 

841,884* 

361,306* 

243,559* 

13,822,402 

649,600 

2,610,115 

2,000,495 

1,454,958* 

104,650 

10^070,335 

337,342 

41,485 


$ 3,687 
1,950,83s 
179,716 
4,139*447 
226,108 
281 
332,739 

I, 639 

722 

801,305 

640*73 

543 

13,129 

1,104,933 

2,996 

8,200 

^5-7°S 

696,120 

27,352 

*4,845 

1,082,974 

38,361 

180,003 

364,661 

352,385 

67,240 

480,606 

8,57° 

3.45? 

12,526 

3*9,995 

49.6*8 

7,828 

*>3°7 

722,77° 

II, 030 
66,369 

• 52,724 
6,960 

'M 


1,015 


7*58 

1*67 


Total  January  1,  1875 $195,335,164  - $180,010,703  . $15,059*79 

Total  January  1,  1874 $184*14,855  . $179,988,796  - $13,026,576 


* These  banks  have,  other  liabilities  than  the  sums  due  depositors,  which  are  equal  to  die 
difference  between  the  true  surplus  stated  above  and  the  apparent  balance  readied  by  deduct- 
ing the  amount  due  depositors  from  total  resources. 
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Savings  Banks  of  the  City  of  Brooklyn. 

Kings  County . Total  Resources.  Due  Depositors. 

[April, 

Surplus. 

Brooklyn  Savings  Bank 1 

$ « 3.45  7453 

$12,063,744  . 
38,660  . 

$ «,393.7°jj 

Bushwick  Savings  Bank 

39.3*9 

658 

Dime  of  Brooklyn 

7,661,200 

6.872,335  • 

1,324,828  . 
752,836* . 

788,864 

Dime  of  Williamsburgh 

East  Brooklyn  Savings  Bank 

1,380,691 

809,872 

55.862 

30 

East  New  York  Savings  Bank 

180,752 

1 74.293*  - 

Emigrant  of  Brooklyn 

209,956 

205,464  . 

4492 

German  of  Brooklyn 

i,447.«68 

1,386,679  . 
638,761  . 

60489 

German  of  Kings 

645.038 

6,277 

Greenpoint  Savings  Bank 

571.705 

547.901  - 

23,804 

Hamilton 

1.935 

*,935  • 

.... 

Kings  County  Savings  Institution.. 

2.755459 

2,608,475  . 

.46,984 

Long  Island  Savings  Batik 

1,344,009 

L323.334  - 

20,675 

Mechanics’  Savings  Bank 

95.205 

181,218 

6,908,551 

93-770  - 

1435 

Park  Savings  Bank 

.77.724  - 

3494 

South  Brooklyn  Savings  Institution 
Williamsburgn  Savings  Bank 

6.344,706  . 

56384s 

n,3°9.732 

19,396493  - 

913.263 

Total  January  I,  1875 

$ 48,999.262 

$44.95.-94.  - 

$ 4.027,236 

Total  January  I,  1874 

$46,771,739 

-- 

$42,819,184  . 

$3,799,76* 

For  the  whole  State  the  report  before  us  shows  a gain  in  the 
number  of  depositors,  in  deposits,  in  surplus,  and  in  the  average 
deposit.  The  average  deposit  January  i,  1874,  was  $340.12, 
which  was  smaller  than  it  was  the  year  before.  In  fact,  the  aver- 
age deposit  has  constantly  increased  from  i860  to  1875,  with  the 
single  exception  of  1873.  In  i860  the  average  was  $ 208.91 ; in 
1865  it  was  $244.82;  in  1870,  $296.80;  in  1873,  January  1, 
$346.79;  i874,  January  i,  $340.12;  January  1,  1875,  $348.35- 
The  gain  in  two  years  in  the  average  is  only  $ 1.56.  This  is  far 
below  the  average  annual  increase  for  the  last  15  years. 

As  to  the  progress  of  Savings  banks  in  Europe,  the  report  above 
referred  to  contains  some  extremely  interesting  details.  It  has  just 
been  presented  to  the  French  Assembly  by  M.  de  Normandie. 
It  traces  the  history  of  these  institutions  in  various  countries,  show- 
ing that  the  first  on  record  was  formed  at  Hamburg  in  1778  as  a 
branch  of  a Friendly  Society;  that  the  example  was  followed  in 
several  German  and  Swiss  towns,  and  that  in  1798  in  England 
Mrs.  Wakefield  established  a Poor  Children’s  Savings  bank  at 
Tottenham,  which  in  1804  expanded  into  a regular  Savings  bank, 
leading  to  the  creation  of  about  60  others  before  1817,  when  an 
Act  of  Parliament  was  passed  to  regulate  them.  In  France  a 
Bureau  df Economic  was  founded  in  1787.  Feuchere  afterwards 
established  a Chambre  d' Accumulation  de  Capitaux  et  (PInterets. 
An  Act  of  1793  promised  the  foundation  of  a Caisse  Nationale  de 
Prevoyatice,  and  the  Bank  of  France,  in  the  year  1801,  was  required 
to  open  a department  for  the  receipt  of  deposits  above  10  dollars; 
but  the  first  real  Savings  bank  was  organized  in  1818.  The  deposits 
in  all  Europe,  exclusive  of  Russia  and  Turkey,  amount  to 
$ 1,180,000,000.  They  have,  during  the  last  few  years,  largely 
increased  in  England  and  Switzerland,  owing  to  the  multiplication 


Digitized  by  LjOOQle 


1875-]  savings  banks  OF  NEW  YORK.  75 1 

of  banks,  and  also  in  Austria,  owing  to  the  precautions  adopted 
against  the  outbreak  of  a run  on  them  during  any  financial  crisis. 
England,  with  32,000,000  population,  has  5,334  banks  and 
$309,400,000  deposited.  Switzerland,  with  2,670,000  people,  has 
303  banks  and  $ 57,600,000,  whereas  France  has  only  1,242  banks, 
its  deposits  before  the  war  being  $ 144,000,000,  and  they  are  now 
scarcely  $114,000,000.  The  average  deposit  per  head  in  Europe 
is  $5.60,  but  in  Switzerland  it  is  $17,  in  England  $9.60,  in' 
Austria  $8.80;  while  in  France,  before  the  war,  it  was  $3-7?» 
and  is  now  only  $3.16.  Out  of  every  100  persons,  there  are  m 
England  nine  depositors,  and  in  Switzerland  twenty;  but  in  France 
less  than  six.  French  banks  lending  their  funds  to  the  State  received 
4 per  cent,  interest,  and  the  maximum  of  each  depositor  is  $200. 
During  the  last  years  of  the  Empire  a modification  of  these  rules 
was  repeatedly  demanded,  and  two  commissions  investigated  the 
subject;  the  Committee  of  1869  recommending  that  a bank  should 
be  open  on  Sundays,  at  every  Maine,  and  that  the  maximum 
should  be  raised  to  $600.  The  Report  sketches  the  history  of 
English  legislation,  and  extols  the  ardor  with  which  all  parties 
and  creeds  vie  with  each  other  in  promoting  the  social  interests  of 
the  lower  classes.  After  noticing  more  briefly  the  systems  adopted 
in  other  countries,  it  urges  that  increased  facilities  should  be  given 
to  depositors.  A bank  in  every  center  of  population  would  be  too 
expensive,  but  tax-collectors  and  postmasters  might  act  as  agents 
without  impairing  the  independence  of  the  banks  as  regards  the 
State,  the  appointments  being  made  only  at  the  instance  of  the 
banks.  France  has  4,195  post-offices,  whereas  England  has  11,316. 

The  Report  shows  that  successive  reductions  of  the  maximum 
allowed  to  each  depositor,  inspired  by  the  fear  of  financial  crises,  have 
crippled  the  development  of  the  system.  It,  therefore,  recommends  a 
maximum  of  $ 400,  urging  that  the  increase  of  salaries,  the  abundance 
of  money,  and  the  rise  in  prices  demand  the  raising  of  a limit  fixed 
eighteen  years  ago.  It  insists  that  the  low  rate  of  interest  pre- 
cludes any  danger  of  the  absorption  and  stagnatiorf  of  capital,  the 
circulation  of  which  is  necessary.  The  Savings  bank  is  only  a 
temporary  reservoir,  as  proved  by  the  frequency  of  the  withdrawals, 
deposits  merely  remainmg  long  enough  to  form  a capital  to  be 
invested  more  profitably.  During  the  panic  of  1848  the  deposits 
were  compulsorily  converted  into  rentes,  at  a loss  to  the  State  of 
$ 28,000,000,  while  in  September,  1870,  a decree  issued  just  prior 
to  the  siege  limited  the  cash  payments  to  $ 10,  the  balance  being 
given  in  Treasury  bonds.  This  was  acted  upon  in  the  country  for 
ten  months;  but  in  Paris,  on  the  suggestion  of  M.  Malarce,  who 
had  consulted  English  statesmen  on  the  subject,  regular  monthly 
installments  of  $ 10  were  paid  to  depositors  giving  notice  of 
withdrawal.  This  latter  plan  worked  very  satisfactorily,  only 
$ 350,000,  out  of  $ 2,500,000,  being  withdrawn,  while  deposits 
never  entirely  ceased,  amounting  during  the  six  months  to  $ 1 50,000. 
The  Committee  advocate  facilities  for  the  creation  of  Scholl  banks, 
one  of  which  has  existed  at  Mans  since  1834,  urging  that  provid- 
ence thus  inculcated  in  children  will  secure  thrifty  workmen. 
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No.  IV. 

The  law,  just  described,  was  intended  to  pave  the  way  for  a 
general  substitution  of  all  the  representative  currencies  mentioned 
by  it,  and  which  circulated  upon  the  credit  of  the  Government, 
by  a uniform  paper  currency,  circulating  throughout  the  Empire, 
and  to  reduce  the  copper  coin  to  one-half  its  nominal  value,  the 
belief  prevailing  that  simply  making  copper  a legal  tender  only  to 
the  amount  of  i$ooo  was  not  of  itself  sufficient  to  prevent  the 
introduction  of  false  copper. 

The  measure,  however,  of  generalizing  the  circulation  of  the 
paper  currency  throughout  the  Empire  opened  the  door  for  depre- 
ciation should  counterfeiting  be  resorted  to,  and  this  actually 
occurred.  The  law  referred  to  has  been  justly  censured  on  this 
account,  as  well  as  for  that  feature  which  provided  for  the  indem- 
nifying of  the  holders  of  copper  coin,  for  the  half  demonetized, 
in  the  same  paper  intended  for  general  circulation.  The  truth  is, 
that  the  law  was  received  in  the.  commercial  circles  with  a species 
of  panic;  the  exchange  fell,  and  the  decline  was  progressive,  be- 
ing simply  suspended,  but  a short  time  only,  as  we  shall  see,  upon 
the  commencement  of  the  redemption  of  the  paper  currency. 

At  the  close  of  1836,  the  decline  became  more  marked,  as  well 
as  in  1837.  After  nearly  four  years,  in  which  the  exchange  on 
England  showed  signs  of  improvement,  fluctuating  between  the 
extremes  of  37  and  42  pence,  although  ranging  principally  be- 
tween 38  and  40,  which  gives  an  average  of  about  39  to  39^, 
“ we  witnessed,”  says  a commercial  journal,  “ one  of  those  extraor- 
dinary fluctuations  to  which  we  had  previously  been  accustomed. 
Various  causes  combined  to  depress  gradually  the  rate  from  39  to 
36,  where  it  stood  at  the  close  of  December,  1836,  amongst 
which  we  may  cite  the  condition  of  our  currency,  the  enormous 
contraband  slave-trade,  and  the  partial  failure  of  our  coffee  crop. 
Nevertheless,  a reaction  seemed  at  hand  when  the  arrival  of 
unfavorable  advices  from  the  markets  of  the  United  States  and 
of  Europe,  accompanied  by  information  of  a great  decline  in  Bra- 
zilian products,  occurred  at  a time  when  large  remittances  had  to 
be  made,  as  well  on  account  of  Government  as  for  half-yearly 
dividends.”  These  combined  circumstances,  acting  upon  a weak 
market,  caused  in  a few  days  a drop  from  36  to  31^.  The  panic 
was  not  unnatural,  but  was  certainly  as  unexpected  as  it  was 
sudden. 

In  1837,  a year  memorable  in  the  trade  of  Rio,  on  account  of 
the  losses  experienced  as  well  from  failures  as  from  foiled  specu- 
lations, the  decline  of  the  exchange  amounted  to  nearly  33^3  per 
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cent,  from  the  average  of  the  preceding  four  years — that  is,  from 
39}4  to  27^  pence,  or  about  30  per  cent.  So  marked  a decline 
immediately  attracted  the  attention  of  the  Chamber  of  Deputies. 

“In  the  last  four  months,”  said  in  June  one  of  the  Committee 
of  the  Chamber,  “ the  credit  of  our  paper  currency  has  been  vio- 
lently shaken,  and  its  depreciation  is  fhown  in  a manner  sufficiently 
sensible;  for,  the  prices  of  merchandise  and  the  premium  on  the 
precious  metals  have  risen,  while  the  exchange  with  foreign  coun- 
tries has  rapidly  declined.  And  although  such  effects  may  be 
attributed  to  other  causes,  entirely  foreign  to  our  “monetary  cir- 
culation, withal  it  cannot  be  denied  that  the  prodigious  quantity 
of  paper  which  inundates  the  circulation  of  the  Empire,  the  inevi- 
table fear  of  counterfeits,  and  above  all  the  very  morose  operation 
of  exchanging  paper  for  the  copper  coin,  conducted  at  so  many 
fiscal  offices,  removed  from  the  inspection  of  the  Treasury,  and  by 
the  hands  of  a multitude  of  agents,  whose  probity  is  not  assured, 
— it  is  not  possible,  we  say,  to  deny  that  these  causes  have  largely 
contributed  to  the  depression  of  the  exchange,  and  to  keep  up 
those  rapid  fluctuations  which  are  so  prejudicial  to  the  financial 
and  commercial  interests  of  the  country.” 

A special  committee  was  then  appointed  to  submit  measures  in  ref- 
erence to  the  circulating  medium,  which,  being  previously  authorized 
by  the  Chamber  of  Deputies,  sought  the  views  of  as  many  persons 
versed  in  exchange  and  mercantile  operations  as  it  could  consult. 
In  an  elaborate  report  the  Committee  pronounced  itself  in  favor 
of  a reduction  of  the  paper  currency,  and  declared  that  for  this 
purpose  means  should  be  placed  at  the  disposition  of  the  Govern- 
ment without  drawing  upon  the  ordinary  revenue. 

According  to  the  calculations  of  the  Committee,  the  new  imposts 
which  it  proposed  to  create  for  the  redemption  of  the  paper  cur- 
rency would  amount  to  1,200,000  $ 000  or  1,300,000  $ 000;  and 
“perhaps  this  sum,”  it  said,  “the  present  commercial  crisis  disap- 
pearing and  public  confidence  restored  by  the  certainty  of  the 
punctual  and  energetic  execution  of  these  efficacious  measures, 
perhaps  within  two  or  three  years  the  paper  money  may  approach 
the  legal  standard  of  value  established  by  the  law  of  8th  October, 
1833.”  In  less  time,  should  this  no  small  advantage  be  realized,  if 
the  opinion  of  persons  it  had  consulted  was  sound,  that  the  law  of 
the  6th  of  October,  1835,  had  had  but  little,  if  any,  influence  in 
producing  the  decline  of  the  exchange ; but  the  Committee,  resting 
its  judgment  upon  principles  it  believes  to  be  sound,  cannot  adopt 
tfce  idea  in  its  full  extent. 

The  Committee  heard,  amongst  others,  Mr.  Pesneau,  Mr.  Birckead 
and  Mr.  Riedy — prominent  merchants — all  of  whom  referred  the 
decline  of  the  exchange  to  the  inequality  between  the  value  of  the 
imports  and  exports,  and  there  is  perhaps  no  doubt  that  the 
spasmodic  decline  which  occurred  about  this  time  was  due  to  the 
demand  upon  the  country  to  anticipate  deferred  payments— a 
demand  which  grew  out  of  the  crisis  then  raging  in  Europe  and 

49 


Digitized  by  CjOOQle 


754 


banker’s  magazine. 


[April, 


the  United  States;  but  it  does  not  seem  to  have  occurred  to  any 
of  these  gentlemen  that  the  higher  rate  of  exchange  which  had 
previously  ruled  was  due  to  the  phenomenal  i act  that  the  deprecia- 
tion of  the  currency  had  not  accompanied  the  excess  of  issue,  and 
that  so  great  a decline  of  the  exchange  as  had  then  recently 
occurred  would  have  been  %npossible,  but  for  the  fact  that  the 
issues  of  paper  money  had  so  far  outstripped  the  actual  wants  of 
the  country  for  a currency  upon  a basis  of  legitimate  prices. 

The  Committee,  however,  seems  to  have  been  quite  alive  to  this 
fact,  and  the  Chamber  of  Deputies,  adopting  its  suggestions,  by  law 
of  the  nth  of  October,  1837,  established  provisions  for  the  redemp- 
tion of  the  paper  currency,  determined  the  manner  of  proceed- 
ing, created  and  appropriated  the  necessary  resources,  and  finally 
directed  that  as  soon  as  the  value  of  the  currency  should  rise  to 
a par  with  the  established  standard  of  value,  the  resources  thus 
created  should  be  invested  in  Government  funds  to  await  the 
further  action  of  the  Legislature. 

The  redemption  ordered  by  the  legislative  body  was  at  once 
begun,  and  the  paper  withdrawn  was  burned  by  the  Bureau  charged 
with  the  administration  of  the  sinking  fund. 

From  the  clo&  of  1838  to  1841  some  improvement  took  place 
in  the  rate  of  exchange  as  compared  with  that  ruling  in  1837 
and  1838;  but  in  relation  to  that  which  prevailed  between  1833 
and  1836  the  currency  showed  a depreciation  of  nearly  30  per  cent 

The  partial  redemption  of  the  paper  currency  which  had  been 
begun  was  already  manifesting  a sensible  influence,  and  the  ex- 
change was  showing  a tendency  to  improve;  but  this,  however, 
disappeared  in  the  face  of  the  law  of  23d  November  of  that  year, 
authorizing  a new  issue  of  paper  money  by  Government  to  the 
extent  of  *6,000,000  $ 000 ; and  although  the  redemption  strangely 
enough  was  continued,  its  effect  was  naturally  neutralized  by  the 
appearance  of  these  new  issues. 

During  part  of  the  year  1841,  the  exchange  still  ruled  between 
30  and  31^  hut  in  December  of  that  year  it  declined  to  29d. 

At  this  period  an  increase  of  Government  expenses  led  to  deficits 
in  the  budget,  and  the  Legislature  found  itself  obliged  to  provide 
the  means  of  meeting  them.  For  this  purpose  the  Government  was 
authorized  to  issue  bonds,  paper  money  and  Treasury  notes  in  anti- 
cipation of  the  revenue,  and* in  this  unfortunate  conjuncture  it 
became  necessary  to  suspend  the  redemption  of  the  paper  money. 

Notwithstanding  the  repugnance  on  the  part  of  the  Government 
to  the  issue  of  paper  money  as  a means  of  meeting  its  deficits,  it 
found  itself  obliged  to  avail  of  this  resource,  and  further  issues 
were  made  to  the  extent,  on  the  whole,  of  about  12,000,000$  000. 


* The  sums  given  here  are  in  R/it.  This  word  is  the  plural  of  Real,  and  one 
Brazilian  money  is  about  half  a mill.  In  Portuguese  cob,  however,  it  is  about  ope  mill  The 
modern  Brazilian  Mttrtix  (written  x $ ooo,  one  thousand  rets)  is  equal  to  54  cents  b gold.  The 
Portuguese  Milreis  is  worth  about  double  that  of  BraziL 
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This  of  course  had  the  natural  consequence  of  further  deprecia- 
tion and  a lower  exchange ; so  that,  with  a view  of  securing  something 
of  stability  for  the  currency,  the  Legislature  resolved  in  1846  upon 
another  reduction  of  the  standard  of  value,  so  as  to  establish  a parity 
between  gold  and  the  value  which  commerce  seemed  to  have 
assigned  to  the  paper  currency.  Thus  the  octave  of  gold,  twenty- 
two  carats  fine,  was  raised  in  its  relation  to  paper  from  2 $ 500  to 
4 $ 000,  and  four  octaves  being  equivalent  to  432  pence  of  British 
gqld,  there  resulted  a new  par  of  exchange  between  Brazil  and 
Great  Britain  of  27  pence  per  milreis.  The  law  which  decreed 
this  change  at  the  same  time  authorized  the  Government  to  with- 
draw so  much  of  the  paper  circulation  as  might  firmly  establish 
and  maintain  this  relation  between  the  paper  and  gold. 

From  1847  till  1857  the  exchange  ruled  above  par  except  in 
the  year  1848.  In  this  latter  year  the  monetary  disturbance  which 
succeeded  the  Revolution  in  France  reacted  upon  Brazil,  and  drove 
the  exchange  down  to  2iJ^d.  inducing  a large  export  of  metal; 
this  decline,  however,  as  well  as  the  slight  depression  in  1852,  when 
it  touched  26^4,  was  but  temporary. 

The  preceding  facts  in  relation  to  the  currency  of  Brazil  have 
been  collated  from  a Report  made  to  the  Minister  of  Finance  by 
a Special  Commission  appointed  on  the  10th  October,  1859,  to 
collect  information  upon  the  subject  Circulars  were  also  addressed 
by  the  Minister  of  Finance  to  merchants  and  others,  submitting 
certain  points  upon  which  their  views  were  invited. 

The  Commission  in  the  course  of  its  report  refers  frequently  to 
the  replies  made  to  the  circular  of  the  Minister,  and  quotes  from 
them : 

“ In  the  annexed  answers  from  merchants,”  says  the  Commission, 
“ some  opinions  are  found  referring  the  depressions  of  the  ex- 
change, which  were  formerly  so  frequent,  to  the  serious  disturbance 
of  the  circulating  medium.  i On  all  occasions  when  an  important 
decline  has  occurred  in  our  exchange,  and  the  rate  has  ruled  for 
more  than  a year  below  the  par/  says  one  of  the  oldest  and  most 
respectable  merchants  of  this  city,  i this  was  due  principally,  if  not 
wholly,  to  the  redundancy  and  consequent  depreciation  of  the 
currency. 1 And  in  this  opinion  he  is  supported  by  others.” 

The  Board  of  Trade  of  Rio  de  Janeiro,  in  replying  to  the 
Minister,  used  the  following  language : “ During  the  period  which 
elapsed  between  the  failure  of  the  Old  Bank  of  Brazil  and  the 
year  1847,  the  great  and  frequent  depressions  of  the  exchange 
are  explained  principally  as  a necessary  consequence  of  the  existence 
of  a paper- money  exceeding  in  quantity  the  necessities  for  a medium 
of  exchange,  and  always  subject  to  increase  under  the  needs  of 
the  Treasury.  The  then  disorganized  condition  of  the  finances  of 
the  country,  its  limited  production,  and  the  several  political  com- 
motions through  which  the  Empire  passed,  could  but  aggravate 
all  there  was  pernicious  and  hazardous  in  a system  of  circulation 
devoid  of  the  usual  guarantees.” 
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In  this  extract  the  Commission  very  justly  say:  “We  see  disclosed 
the  cause  of  the  disorders  of  the  circulation,  of  such  frequent 
and  sudden  fluctuations,  variable  as  the  modifications  of  light,  of 
that  constant  decline  of  the  exchange  from  our  earliest  commercial 
relations ; and  what  really  should  surprise  us  is  that,  in  the  period 
under  consideration,  and  battling  with  such  powerful  elements  of 
depression,  the  currency  should  not  have  succumbed  and  have 
become  utterly  worthless  in  spite  of  the  vigor  of  the  productive 
forces  of  the  country.” 

After  the  year  1848  the  public  opinion  pronounced  itself  very 
decidedly  against  the  contraband  slave-trade  which  had  existed  for 
many  years,  absorbing,  in  the  payment  for  the  imported  negroes, 
an  important  proportion  of  the  resources  of  the  country.  This 
change  of  public  opinion  was  all  that  was  required  to  arrest  the 
traffic,  and  it  consequently  very  soon  ceased  altogether.  Upon  the 
cessation  of  that  trade,  the  product  of  such  portion  of  the  exports 
as  had  been  devoted  to  the  payment  for  negroes,  was  returned  to 
the  country  in  metal.  This  metal  came  as  merchandise,  and  was 
not  needed  as  currency  in  a great  country  already  provided  with  a 
paper  circulation  fully  adequate  to  its  wants.  The  financial 
advisers  of  the  Government,  however,  thought  otherwise,  and  in- 
duced it  to  coin  this  metal,  and  thus  facilitate  its  introduction  into 
the  circulation,  imparting,  by  this  first  false  step,  an  impulse  to  a specu- 
lation which,  further  stimulated  by  the  chartering  of  sundry  banks 
of  issue  a few  years  later,  culminated  in  1857  in  fearful  disaster, 
producing  failures  in  that  single  year  to  the  amount  of  at  least 
thirty  millions  of  milreis  in  the  city  of  Rio  de  Janeiro  alone,  of 
which  not  less  than  one-half  was  lost  to  creditors,  and  fixing  upon 
the  commerce  of  the  country  a chronic  unsoundness  and  a demor- 
alization in  business  circles,  which,  until  then,  had  been  unknown 
to  this  country.  This  unsoundness  and  demoralization  manifested 
themselves  in  constant  failures  and  the  most  unprincipled  composi- 
tions with  creditors,  until  in  1864  a second  grand  catastrophe  over- 
took the  commercial  community  of  Rio  de  Janeiro  in  the  failure 
of  nearly  every  private  banking  establishment  in  the  city — these 
failures  representing  an  aggregate  of  fifty  to  sixty  millions  of  milreis, 
and  yielding  to  creditors  only  20  to  40  per  cent. 

Reference  has  been  made  to  the  coining  of  the  metal  imported 
upon  the  cessatiQn  of  the  slave-trade,  and  although  this  step  did 
doubtless,  as  has  been  stated,  give  the  first  impulse  to  a speculative 
activity  resulting  in  the  fearftd  disasters  which  have  been  recorded, 
in  itself,  the  coming  of  the  metal,  although  a mischievous  mistake, 
could  not  have  produced  such  serious  results. 

But  the  presence  of  this  metal  in  the  circulation  was  found 
inconvenient  by  those  who  had  been  so  long  accustomed  to  the 
use  of  a paper  medium  alone,  and  suggested  the  idea  of  banks  of 
issue.  As  a consequence,  the  Bank  of  Brazil,  located  at  Rio  dt 
Janeiro,  came  into  existence  in  * 1854,  with ’ power  to  establish 
branches  in  the  provinces,  and  to  issue  its  notes  under  certain  very 
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liberal  conditions ; and  this  bank  was  soon  followed  by  others,  also 
with  the  power  of  issue.  The  country  seemed  to  have  learned 
nothing  from  all  that  it  had  suffered  from  the  abuse  of  the  issue 
power  first  by  the  Old  Bank  of  Brazil,  and  secondly  by  the  Govern- 
ment, through  which  the  currency  had  been  successively  degraded 
from  a standard  of  67^  pence  per  milreis  to  27  pence;  and  the 
Government  thoughtlessly,  by  the  chartering  of  these  banks, 
reopened  the  door  for  a repetition  of  this  abuse,  of  which  the 
banks  were  not  slow  to  avail  themselves. 

From  1848  to  1857  the  exchange  was  well  sustained,  under  the 
new  standard  of  value  of  27  pence,  which  had  been  assigned  to 
it  in  1846,  and  although  it  was  a condition  of  the  charter  of  the 
New  Bank  of  Brazil  that  it  should  gradually  withdraw  the  Govern- 
ment circulation,  its  own  issues  had  greatly  exceeded  the  require- 
ments of  the  country  for  a monetary  currency. 

From  the  very  able  reply  of  Mr.  I.  C.  Mayrinck  to  the  circular 
of  the  Minister  of  Finance  in  i860,  it  appears  that  in  1850  the 
currency  of  the  country  consisted  of  46,000,000  $ 000  Government 
paper  money;  1,000,000  $ 000  notes  of  the  Commercial  Sank  of 
BaJiia;  5,000,000 $ 000  estimated  gold,  silver  and  copper;  total 
* 52,000,000  $ 000  reis. 

By  1857  the  Bank  of  Brazil  had  withdrawn  three  millions  of 
the  Government  paper,  but  it  had  used  its  power  of  issue  so  freely 
that  the  total  currency  of  the  country  then  stood  as  follows: 
43,000,000  $ 000  Government  paper  money;  49,967,450  $ 000  issue 
of  the  Bank  of  Brazil  and  branches;  5,000,000  $ 000  estimated  gold, 
silver  and  copper;  total  97,967,450  $ 000  reis. 

In  1850  the  exchange  ruled  at  28^//.  or  about  5^  per  cent, 
above  par,  indicating  either  a deficient  currency  or  a temporary 
favorable  balance  of  trade.  We  incline  to  the  latter  supposition. 
Admitting,  however,  the  first  hypothesis  to  be  the  true  one,  to  have 
added  5 y2  per  cent  to  the  currency  then  in  existence  would  have 
given  us  54,6oo,oqo4f  000  reis;  and  it  will  consequently  be  seen 
how  imprudent  and  excessive  the  action  of  the  Bank  of  Brazil  in 
pushing  the  volume  of  the  currency  from  fifty-two  millions  in  1856 
up  to  nearly  ninety-eight  millions  in  1857. 

As  a consequence  of  this  rapid  expansion  of  the  circulation, 
prices  were  very  much  increased — to  such  a degree  that  a table 
comparing  the  prices  in  1859  with  those  in  1850,  of  some  nine  or 
ten  leading  articles,  showed  an  increase  in  the  sum  of  prices  of 
some  60  percent. 

Nevertheless,  as  during  the  process  of  this  inflation  up  to  1857 
the  Bank  of  Brazil  had  been  able  to  pay  its  notes  in  metal,  the 
exchange  was  maintained  at  or  above  par ; but  the  Tnaterial  result 
of  such  a course  of  action  was  to  over-stimulate  the  import,  while 
exercising  a repressing  influence  upon  the  export  trade ; hence 
when  the  crisis  and  collapse  of  1857  came — arresting  in  ioto  the 
export  trade — the  demand  on  Brazil  for  remittances  found  the  Bank 
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of  Brazil  unprepared  with  the  necessary  metal  to  meet  it,  and  on 
the  nth  of  November  the  Bank  found  itself  obliged  to  suspend 
specie  payment.  In  1858  the  Bank  made  an  ineffectual  effort  to 
resume  specie  payment,  but  was  obliged  within  a few  months  to 
suspend  them  again;  and  notwithstanding  the  assistance  of  the 
Government,  extended  to  the  Bank  by  guaranteeing  credits  opened 
in  its  favor  in  London,  and  by  means  of  which  the  Bank  had  been 
enabled  to  maintain  a false  and  fictitious  exchange  of  26^4  pence, 
the  inflation  of  the  currency  had  been  too  excessive  to  be  con- 
trolled, the  Bank  was  obliged  to  retire  from  the  market  as  a 
drawer,  and  in  February  1859  the  exchange  declined  to  24 d.  to  24^. 
Thus  the  country  had  fastened  upon  it  again  an  excessive  paper 
circulation,  inconvertible,  and  nearly  double  the  amount  of  its 
actual  requirements,  consisting  partly  of  Government  paper  and 
partly  of  notes  issued  by  the  Bank.  This  was  the  condition  of 
things  when  the  Government  felt  called  upon  to  name  the  spe- 
cial commission,  to  which  reference  has  been  heretofore  made,  to 
collect  information  and  report  to  the  Minister  of  Finance. 

One  of  the  replies  elicited  by  the  circular  of  the  Minister  of 
Finance  to  merchants  and  others  contained  the  following  passage: 
“ From  what  has  been  stated,  our  views  as  to  our  actual  condition 
may  be  readily  inferred,  as  well  as  the  measures  which  we  should 
suggest  for  its  improvement.  Little  therefore  remains  for  us  to 
say;  but  that  we  may  not  be  accused  of  any  reserve,  we  shall 
describe  the  policy  we  consider  to  be  desirable  if  it  be  possible. 
That  our  monetary  system  is  defective,  extremely  defective ; 
that  it  has  been  abused;  that  it  is  responsible  for* our  social  cor- 
ruption and  demoralization,  the  dislocation  of  labor  and  the 
consequent  scarcity  and  dearness  of  provisions ; that  there  exists  a 
redundancy  and  consequent  depreciation  of  the  measure  of  value, 
we  presume  nobody  will  deny.  These  evils  have  been — still  exist. 
How  to  cure  them?  That  is  the  question.  The  disease,  so  to 
speak,  being  chronic,  no  good  physician  would  employ  or  counsel 
the  employment  of  an  active  treatment,  or  valent  remedies. 

“Whatever  the  measures,  therefore,  which  the  Government  may 
*deem  it  necessary  to  adopt,  they  should  be  applied  gently,  so 
as  not  to  aggravate  the  condition  of  the  patient/  His  morbid 
condition  predisposes  him  to  debility  and  relapse,  and  this  indi- 
cates care  and  gendeness.  Nor  is  this  treatment  less  enforced 
because  his  condition  arises  from  a violation  of  all  the  principles 
of  prudence.  A kind  physician  does  not  resent  a failure  to  observe 
diet,  nor  even  a neglect  of  his  prescriptions.  Let  us  thus  treat 
our  economic  and  social  invalid. 

“ And  so  proceeding,  without  entering,  in  any  manner,  into  the 
legal  questiow  of  vested  rights,  as  this  does  not  concern  us,  we 
are  of  opinion: 

“First.  That  the  Government  should  by  all  means  recover  from 
the  banks,  which  now  exercise  it,  the  power  of  issue,  substituting 
for  it  a national  issue;  and  this  accomplished,  then  gradually 
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reduce  the  volume  of  the  circulation  ^mtil  there  shall  be  estab- 
lished, a little  more  or  less,  a par  between  the  paper  circulation 
and  metal ; that  the  Government  should  in  no  manner  concern  itself 
with  the  course  of  the  foreign  exchange,  but  should  abstain  from 
all  interference  with  it,  this  being  purely  a commercial  question, 
once  that  the  norma  of  the  currency  be  re-established,  by  a gentle 
and  gradual  diminution  of  its  volume.  . 

" Secondly . If  not  practicable  for  the  Government  to  recover 
back  the  issue  power  from  the  banks,  which  now  exercise  it,  then 
it  should  oblige  the  banks  to  make  a gradual  contraction  of 
their  circulation  and  credits  on  their  books,  until  the  par  between 
their  notes  and  metal  be  re-established,  and  this  point  reached, 
they  may  readily  resume  specie  payment.  Although  many  mer- 
chants differ  in  opinion  with  us,  we  are  firmly  persuaded  that, 
with  good  faith  and  a sincere  desire  to  co-operate  with  the 
Government  on  the  part  of  the  banks,  there  will  not  be  the  least 
inconvenience,  there  ought  not  to  be  the  slightest  disturbance  of 
trade,  from  such  a contraction  as  will  re-establish,  within  six 
months,  the  parity  of  the  Bank  notes  with  metal.” 

Thus  wrote  in  i860  the  compiler  of  these  notes.  The  suggestion 
which  he  made  as  to  the  withdrawal  of  the  power  of  issue  from 
the  banks  wai  adopted  by  the  Government,  but  not  until  after 
their  imprudences  had  brought  upon  the  country  the  fearful  bankers' 
crisis  of  1864,  which  has  been  referred  to  heretofore. 

At  the  present  moment  there  exists  no  bank  of  issue  in  Kio  de 
Janeiro;  but  the  Bank  of  Brazil,  under  the  contract  made  with  the 
Government,  when  surrendering  its  issue  power,  has  still  in  circu- 
lation some  thirty-six  millions  of  milreis  which  it  is  bound  gradually 
to  withdraw,  while  the  Banks  of  Maranham,  Pernambuco  and 
Bahia  have  a circulation  amounting  jointly  to  about  two  millions. 
We  are  thus  virtually  remanded  to  an  inconvertible  Government 
paper  currency  which  the  writer  holds  to  be  the  best  in  the  world 
if  kept  within  proper  bounds — that  is,  if  restricted  to  the  actual 
requirements  of  a country  for  a medium  of  exchange,  upon  a 
basis  of  legitimate  prices.  But  the  temptation  to  Governments  to 
avail  of  the  issue  of  paper  money  to  meet  pressing  wants  is  very 
great,  and  the  Government  of  Brazil  was  unable  to  resist  it  in  the 
recent  war  with  Paraguay.. 

It  will  have  been  seen  that  in  1850  the  sum  of  the  currency  was 
fifty-two  millions,  and  that,  even  admitting  the  premium  on  the 
exchange  prevailing  at  that  time  to  have  been  due  to  a defi- 
ciency of  premium,  this  deficiency  could  not  be  estimated  at 
more  than  three  millions.  So  that  in  1850  we  certainly  should 
fiave  had  an  ample  currency  with  fifty-five  millions.  When  there- 
fore the  volume  of  the  currency  was  pushed  up  by  the  Bank 
of  Brazil  and  other  banks  to  ninety-eight  millions  in  1857,  it 
was  manifest,  notwithstanding  the  maintenance  of  specie  pay- 
ments and  the  preservation  by  this  means  of  a parity  between 
paper  and  metal,  that,  measured  by  the  general  inflation  of 
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prices,  our  currency  was*in  excess  of  the  wants  of  the  country 
by  from  thirty  to  forty  millions.  At  the  commencement  of  the 
Paraguayan  war  the  currency  was,  more  or  less,  seventy-five 
millions,  and  to  this  the  Government  added  by  its  issues,  during 
the  progress  of  the  war,  one  hundred  and  twenty-two  millions,  so 
that  we  now  have,  discounting  some  six  millions  redeemed  by  the 
Bank  of  Brazil,  a circulation  of  one  hundred  and  ninety-one  mill- 
ions; and  taking  the  currency  which  we  have  assigned  to  the 
country  in  1850— namely  fifty-five  millions — to  have  been  the 
proper  sum  of  its  wants,  and  allowing  an  increase  of  33^  per 
cent,  for  each  of  the  succeeding  decades,  Brazil  would  be  to-day 
amply  supplied  with  medium  were  her  currency  ninety-eight  millions 
instead  of  one  hundred  and  ninety  millions. 

The  exchange,  as  will  readily  be  inferred,  has  fluctuated  much 
since  1857,  ranging  in  1858  between  the  extremes  of  24  and  27; 
in  1859  of  23%  and  27;  in  i860  of  24^  and  27#;  in  1861  of 
24^  and  26^;  in  1862  of  24^  and  27^;  in  1803  of  26^  and 
27^6;  in  1864  of  25^  and  27^;  in  1865  of  22^4  and  27#;  in 
1866  of  22  and  25  in  1867  of  19^  and  24^;  in  1868  of  14 
and  20//.;  in  1869 of  18  and  20 d.\  ana  in  1870  of  19^  and  24^- 

At  the  close  of  1870  public  opinion  assigned  to  the  currency  the 
phenomenal,  false  and  fictitious  value  of  24  to  24*?  pence;  but  it 
must  be  evident  to  any  reflecting  mind  that  with  a currency  more 
than  double  in  amount  what  is  legitimately  required  by  the  country 
as  a 'medium,  the  difference  between  twenty-seven  pence,  the  par, 
and  twenty-four,  the  current  rate  of  exchange,  did  not  mark  the 
true  depreciation  of  the  currency  of  Brazil. 

It  must,  however,  be  remembered  that,  under  the  enlightened 
policy  of  the  Emperor  Pedro  II.,  the  interior  business  of  Brazil, 
as  well  as  its  exterior  commerce,  has  increased  during  the  last 
few  years,  and  it  is  probable  that  the  expanding  volume  of  trans- 
actions may  require  an  enlarged  volume  of  currency  to  cany 
them  on.  With  this  principle  in  view,  we  shall  easily  be  able 
to  see  that  a part  of  the  new  paper  money  which  has  been 
issued  in  Brazil  can  be  employed  without  causing  further  depre- 
ciation or  disturbing  the  standard  of  value.  To  discuss  this 
point  would  transcend  the  limits  we  have  been  compelled  to 
impose  on  this  history.  We  have  space  for  no  more  than 
a brief  summary  of  the  present  condition  of  the  commerce  of 
Brazil,  which  we  give  on  the  authority  of  Mr.  Frederic  Martin.* 

The  total  value  of  the  imports  into  Brazil,  including  bullion  and 
specie,  averaged  ^19,000,000,  in  the  five  years  from  1869  to  1873, 
and  that  of  the  exports  during  the  same  period,  likewise  including 
bullion  and  specie,  ^22,500,000.  The  import  duties  averaged  40 
to  50  per  cent.  There  are,  moreover,  burthensome  imposts  upon 
shipping  in  the  various  ports.  Of  railways  7 14  miles  were  open  for 
traffic,  with  397  miles  more  in  course  of  construction  at  the  end 
of  June,  1874.  There  were  telegraph  lines  to  the  extgit  of  3,375 
miles  in  the  Empire. 

* See  Tkt  StaUxmanx  Ytar  Book  for  1875.  By  Frederic  Martin.  London : MacMillan  ft  Co. 


Digitized  by  LjOOQle 


1*750 


SPAIN’S  BACKWARD  DEVELOPMENT. 


76r 


SPAIN:  HER  SLOW  ECONOMIC  AND  INDUSTRIAL 

DEVELOPMENT. 

Of  all  the  countries  of  Europe,  it  has  been  said,  Germany 
and  France  offer  in  their  present  economic  condition  the  best  facil- 
ities for  the  practical  study  of  the  phenomena  and  the  principles 
of  political  economy.  Among  the  nations  who  occupy  the  second 
class,  Spain  may,  on  some  accounts,  claim  pre-eminence.  More- 
over, on  many  accounts,  Spain  just  now  is  commanding  more  atten- 
tion than  for  many  years  past.  As  Washington  Irving  tells  us  in 
his  “ Conquest  of  Granada,”  Spain  was  the  first  country  in  Europe 
to  try  the  experiment  of  issuing  Government  paper  money.  And, 
singular  enough,  it  was  issued  in  the  very  year  in  which  Spanish 
naval  prowess  discovered  this  continent,  and  started  a current  of 
gold  toward  the  Old  World  which  was  destined  to  enrich  every 
country  in  Europe  except  Spain  herself.  The  paper-money  exper- 
iment is  related  by  Washington  Irving  at  page  173  of  the  work 
above  mentioned.  He  copies  the  old  narrative  of  Fray  Antonio 
Agapeda,  as  follows,  the  date  being  about  the  close  of  the  ten 
years’  war  of  Granada,  which  terminated  A.  D.  1492  : “ The  city 

of  Alhama  being  taken  from  the  Moors,  the  veteran  Count  de 
Tendilla,  who  was  left  Governor,  was  destitute  of  gold  and  silver 
wherewith  to  pay  the  wages  of  his  troops,  and  the  soldiers  mur- 
mured greatly,  sdeing  that  they  had  not  the  means  of  purchasing 
necessaries  from  the  people  of  the  town. 

“In  this  dilemma  what  does  this  most  sagacious  commander? 
He  talces  a number  of  morsels  of  paper,  on  the  which  he  inscribes 
various  sums,  large  or  small,  according  to  the  need  of  the  case, 
and  signs  them  with  his  own  hand  and  name.  These  did  he  give 
to  the  soldiery  in  earnest  of  their  pay.  How,  you  will  say,  are 
soldiers  to  be  paid  with  scraps  of  paper?  Even  so,  I answer, 
and  well  paid  too,  as  I will  presently  make  manifest ; for  the  good 
Count  issued  a proclamation,  ordering  the  inhabitants  of  Alhama 
to  take  these  morsels  of  paper  for  the  full  amount  thereon  inscribed, 
promising  to  redeem  them  at  a future  time  with  silver  and  gold, 
and  threatening  severe  punishment  to  all  who  should  refuse. 

* “ The  people  having  full  confidence  in  his  word,  and  trusting  that 
he  would  be  as  willing  to  perform  the  one  promise  as  he  certainly 
was  able  to  perform  the  other,  took  those  curious  morsels  of 
paper,  without  hesitation  or  demur.  Thus,  by  a subtle  and  most 
miraculous  kind  of  alchemy,  did  the  shrewd  cavalier  turn  a worth- 
less paper  into  precious  gold,  and  make  his  late  impoverished 
garrison  abound  m money.  It  is  but  just  to  add,  that  the  Count 
de  Tendilla  redeemed  his  promise  like  a loyal  knight;  and  this 
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miracle,  as  it  appeared  in  the  eyes  of  Fray  Antonio  Agapeda,  is 
the  first  instance  on  record  in  Europe  of  paper  money,  which  has 
since  inundated  the  civilized  world.” 

Thfr  most  recent  account  we  have  seen  of  the  economic  and 
industrial  Development  of  Spain  is  in  the  new  book  of  Mr.  S. 
Irenaeus  Prime  of  this  city.  Mr.  Prime,  like  most  American  trav- 
elers, is  an  acute  observer,  and  criticises  what  he  sees  in  a broad 
catholic*  spirit.  He  says : “ They  have  a legend  here  that  Adam 
made  a visit  to  the  earth,  a few  years  ago,  to  see  how  his  farm 
was  getting  on.  He  alighted  in  Germany,  and  found  schools,  and 
colleges  and  books,  and  the  people  intent  on  learning.  He  soon 
left  it  for  France,  where  the  people  dressed  in  fantastic  styles,  and 
were  mad  upon  works  of  art  and  improvements  unknown  to  our 
great  ancestor.  Disg«teted  with  all  he  saw,  he  came  down  to 
Spain,  and,  with  delight,  he  exclaimed : ‘ This  is  just  as  I left  it.’ 
Adam  was  nearly  right.  Of  all  the  countries  in  Europe,  this  is 
more  as  it  was  than  any  other.  The  greatest  calamity  that  ever 
happened  to  Spain  was  its  expulsion  of  the  Moors;  and  it  will  be 
a century,  perhaps  many  centuries,  before  the  arts  and  sciences 
will  flourish  on  this  soil  as  they  did  before  that  year,  so  memo- 
rable for  the  discovery  of  the  New  World  by  Columbus,  and  the 
overthrow  of  the  kingdom  of  Granada  by  Ferdinand  and  Isabella. 
Both  those  events,  forming  the  most  momentous  epoch  in  the 
history  of  Spain,  occurred  in  the  year  1492,  from  which  period  we 
may  date  the  decline  of  an  empire  enriched  by  the  untold  wealth 
of  a new  world  added  to  its  possessions,  and  strengthened  by  the 
destruction  of  its  former  conquerors  and  masters.  Foreign  capital 
and  enterprise  have  forced  railroads  across  her  mountains  and 
plains,  but  the  capital  and  enterprise  of  the  world  cannot  make 
them  profitable,  when  the  people  have  no  industry  and  no  ambi- 
tion. The  mines  of  Spain  are  so  rich  that  she  has  no  need  of 
possessions  in  the  gold  fields  of  the  Western  hemisphere;  and  they 

have  been  known  and  worked  ever  since  the  days  of  the  Phoe- 

nicians, when  Andalusia  was  the  Tarshish  of  Holy  Scripture.  Yet 
Spain  is  more  distinguished  to-day  as  being  behind  the  world, 
than  for  aught  it  has  done  or  is  doing  for  others.  And  it  often 
seems  to  a traveler  here  in  Spain  that  he  is  in  the  Orient;  so 
many  manners  and  customs,  so  many  works,  and,  much  more, 
such  a want  of  things  he  is  wont  to  meet  with  in  the  more  civil- 
ized nations,  remind  him  that  he  is  among  a people  who  have 
derived  much  of  what  they  have  and  are  from  lands  at  the  other 
end  of  the  Mediterranean  Sea.  It  has  a mixed  race  of  inhab- 
itants. It  would  not  be  strange  if  it  had  a mixed  government 

also.  Successive  tides  of  people  have  swept  over  it,  and  the 

vestiges  of  all  are  left  on  the  surface  of  the  nation.  Very  little, 
indeed,  is  known  of  the  days  when  the  Iberians  from  Caucasus, 

* The  Alhambra  and  the  Kremlin.  By  Samuel  Irenseus  Prime.  1875 : Randolph  & Co.,  New 
York.  This  extremely  suggestive  little  book  of  travel  throws  considerable  light  on  die  industrial 
life  and  social  condition  of  Russia  as  well  as  of  Spain.  The  extracts  relative  to  Spain  whbh 
we  give  in  die  text  are  taken  from  various  parts  of  the  work,  as  our  space  compelled  us  to 
make  them  brief  and  somewhat  unconnected. 


Digitized  by  CjOOQle 


*875-] 


SPAIN’S  BACKWARD  DEVELOPMENT. 


763 


and  the  Celts  from  Gaul,  were  the  rude  settlers  of  Spain;  but  the 
traces  are  more  plain  of  the  Phoenicians,  who  came  here  1,500  years 
before  the  birth  of  Jesus,  and  founded  Cadiz  and  Malaga,  and 
Cordova  and  Seville.  In  the  year  218  B.  C.,  the  Romans  Qame, 
and,  of  course,  conquered  all  Spain,  and  reigned  here  just  six 
centuries.  Then  came  the  Goths,  sweeping  the  Romans  out  of 
Spain  as  they  crushed  Rome  in  Italy.  And  the  Goths  ruled  Spain 
precisely  300  years.  Then  came  the  Moors,  and,  in  two  pitched 
battles,  smote  the  Gothio  Christian  power  to  the  earth,  and,  like 
a hurricane  from  the  African  coast,  rushed  up  from  the  south, 
and  never  stayed  its  destructive  course  till  the  crescent  had  sup- 
planted the  cross  on  every  tower  in  Spain.  The  Moors  were  lords 
of  Spain  just  seven  centuries.  Graduatty  the  crescent  waned,  as  the 
Catholic  Christian  kings  recovered  strength,  until  St.  Ferdinand  cap- 
tured Cordova,  in  1235,  and  Ferdinand  and  Isabella  completed  the 
work  at  Granada,  on  the  third  day  of  the  year  1492,  and  the  last 
of  the  Moorish  kings  fled  from  the  Alhambra.  It  was  a dreadful  day 
for  Spain,  when  the  Moors  were  driven  out  of  Spain ; they  had  con- 
quered it,  and  ruled  eight  hundred  years.  Four  hundred  thousand 
Moors,  Jews  and  Arabs  left  this  city  of  Seville  in  a few  days  after 
it  was  surrendered  to  St.  Ferdinand.  Wealth,  learning,  taste,  art, 
and  the  charm  of  Eastern  life  went  out  with  them,  and  Spain  has 
sunk  lower  in  the  scale  of  morals  and  manners  ever  since.  An 
English  gentleman  said  to  me,  in  the  rail-car  in  Spain  one  day, 
4 1 should  be  glad  to  have  you  tell  me  what  it  is  that  impresses 
you  the  most  in  coming  from  America,  and  traveling  in  Europe/ 
I answered  that  it  required  some  time  to  make  a fitting  reply  to  so 
great  an  inquiry.  ‘Well,’  he  said*  ‘will  you  take  fifteen  minutes 

• to  think,  and  then  .give  me  the  result  ? ’ I replied,  4 1 am  ready 
to  answer  now.  What  impresses  me  more  than  all  else  is,  that 
these  old  countries,  having  been  what  they  once  were,  are  what  I 
find  them  now / It  is  the  law  of  the  earth,  I suppose,  and  what 
has  been  will  be,  and  so  on  to  the  end  of  time. 

“ But  there  is  nothing  rapid  in  Spain  just  yet.  Opposite  the  hotel 
in  Madrid  where  I was  staying,  an  old  building  had  been  torn 
down  to  make  room  for  another.  Workmen  were  engaged  in 
removing  the  debris  to  renew  the  foundation.  You  would  suppose 
that  horses  and  carts,  or  wheelbarrows  and  shovels,  would  be  in 
use.  Such  modern  improvements  had  not  reached  the  capital  of 
Spain.  One  man  with  a broad  hoe  hauled  the  dirt  into  a basket 
made  of  grass  and  carried  it  a rod  to  anpther  man,  who  handed 
it  to  another  a few  feet  above  him,  and  he  emptied  it  on  a pile 
of  dirt  up  there  and  sent  the  basket  back  to  be  filled  again.  And 
so,  day  after  day,  a job  that  with  our  tools  and  appliances  would  be 
done  in  a few  hours,  was  here  spun  out  indefinitely.  Ygf  the  palaces 
and  cathedrals  and  fortresses  of  the  southern  climes  have  all  been 
erected  at  this  snail’s  pace,  numbers  and  cheapness  making  up  for 

• enterprise  and  force.  In  Paris,  in  the  street,  a small  steam-engine 
was  at  work  to  mix  mortar,  and  the  ease  with  which  the  process 
was  put  through  revealed  the  secret  of  the  wonderfully  rapid 
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transformations  going  on  in  that  ever-increasingiy  beautiful  city. 
Here  in  Spain,  to  this  day,  where  there  are  smooth,  good  roads 
for  wheels,  they  still  put  a couple  of  baskets  across  the  back  of  a 
donkey,  and  fill  them  with  dirt  or  brick  or  stone,  and  so  transport 
them,  even  when  they  are  putting  up  the  largest  buildings. 

“To  see  the  mode  of  doing  business  in  Spain,  take  the  simple 
story  of  one  day's  work  of  mine  in  getting  some  money  in  Madrid. 
Holding  a ‘ letter  of  credit ' which  is  promptly  honofed  in  any 
part  of  the  world,  and  is  just  as  good  for  the  gold  in  Cairo  or 
Calcutta  as  it  is  in  London,  I went  in  search  of  a Spanish  banker 
to  draw  a hundred  pounds  sterling,  say  five  hundred  dollars. 

“ Anastazio  led  the  way,  and  soon  brought  us  to  the  house  where 
the  man  of  money  held  his  court.  Being  shown  up  stairs,  through 
two  or  three  passages  and  an  antechamber,  we  were  at  length 
ushered  into  the  presence. 

“ Senor  Romero,  the  banker,  was  a man  of  fifty,  dressed,  or  rather 
undressed,  in  a loose  morning  gown  or  wrapper,  a red  cap  on  his 
head,  slippers  on  his  feet,  and  a pipe  in  his  mouth.  A clerk  was 
sitting  near  to  do  his  bidding.  I presented  my  letter.  It  was 
carefully  read,  first  by  the  clerk,  then  by  the  principal.  A long 
consultation  followed,  carried  on  in  a low  tone,  and  in  Spanish, 
quite  unintelligible  to  me,  if  it  had  been  audible. 

“ It  was  finally  determined  to  let  me  have  the  money,  and  after 
an  amount  of  palaver  sufficient  for  the  negotiation  of  a Government 
loan  from  the  Rothschilds,  and  taking  the  necessary  receipt  and 
draft  from  me,  I was  presented  with  a check  on  the  Bank  of 
Spain.  When  I had  fancied  the  delays  were  over,  they  had  only# 
just  begun.  The  Bank  was  in  a distant  part  of  the  city,  and 
thither  we  hastened,  taking  a cab,  to  save  all  the  time  we  could. 
The  Bank  is  a large  and  imposing  edifice  of  white  stone.  In  the 
vestibule  was  a guard  of  soldiers.  A porter  stopped  us  as  we 
were  about  to  enter  the  inner  door.  We  must  await  our  turn,  as 
some  one  else  was  inside!  Only  one  at  a time  was  the  rule. 
Benches  were  there,  and  we  sat  down,  admiring  silently  the  moder- 
ation of  banking  business  in  Spain.  At  length  our  turn  came. 
We  entered  a room  certainly  one  hundred  feet  long.  Tables  ex- 
tended the  whole  length.  Behind  them  sat  clerks  very  busy  doing 
nothing.  We  were  told  to  pass  on,  and  on,  to  the  lower  end  of 
the  room,  where  we  entered  another,  the  back  parlor,  or  private 
room  of  the  officers.  They  were  closeted  out  of  sight,  smoking,  of 
course,  and  giving  their  wisdom  to  business  in  hand.  I presented 
the  check  at  a hole  out  of  which  a hand  was  put  to  take  it.  I 
saw  nothing  more.  We  sat  down  and  waited.  Waiting  is  a 
Spanish  institution.  Everybody  waits.  Nobody  gets  anything  with- 
out it.  We  waited,  and  waited,  and  waited,  and  at  last  the  little 
hole  opened  again,  and  the  mysterious  hand  was  thrust  out  with  ^ 
the  — money,  you  suppose;  not  a bit,  but  with  the  check 
approved.  We  must  present  it  at  the  table  or  counter  for  pay- 
ment Returning  to  the  long  room,  we  presented  the  check,  and 
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were  directed  to  the  proper  bureau.  And  here,  of  . course,  we  got 
the  money.  Not  yet.  Bills  of  the  Bank  of  Spain  were  given  us, 
and  when  I required  the  gold,  I was  told  that  gold  was  paid  only  at 
the  bureau  of  the  Bank  in  another  street  Thither  we  now  pur- 
sued our  weary  way.  It  was  a rear  entrance  of  the  same  Bank 
building.  A long  line  of  gold  hunters  was  ahead  of  us.  We  stood 
in  the  cue,  and  at  last  ^ere  inside.  In  the  anteroom  we  had  to 
wait  so  long  that  we  took  to  the  bench  again.  At  last,  admission 
being  granted,  we  were  told  that  only  one  could  be  admitted  with 
a single  draft.  We  sent  Antanazio  in,  and  returned  to  the  door. 
Here  we  were  told  that  no  exit,  only  entrance,  was  allowed  at  the 
rear!  Explaining  the  case  we  got  out,  and  returning  to  the  front, 
patiently  as  possible,  we  looked  for  the  appearance  of  Antanazio 
laden  with  gold.  At  last,  for  the  longest  delay  has  an  end,  the 
man  emerged  with  the  money  in  his  hands. 

“It  had  cost  me  from  two  to  three  hours  in  the  middle  of  the 
day  to  draw  this  money,  which  in  New  York,  London,  Paris,  or 
any  other  city  out  of  Spain,  would  have  cost  five  minutes  or  less. 
And  I have  been  So  particular  in  the  detail,  because  it  lets  you 
into  the  mode  of  doing  business  in  the  capital  city,  and  the  great- 
est bank  of  this  country. 

“Until  the  French  and  English  companies  pushed  railways  into 
Spain,  travel  and  mails  were  on  the  slow-coach  system.  When 
the  Royal  person  made  a journey,  it  was  like  the  march  of  an  army, 
such  was  the  retinue  required  for  comfort  and  display.  And  as 
the  railways  are  now  completed  only  along  a few  great  routes, 
the  mails  are  largely  carried  in  the  diligences  and  coaches  expressly 
made  for  that  purpose.  It  is  said,  and  there  is  no  reason  to  dis- 
believe it,  that  down  to  the  year  1840,  when  a Spaniard  proposed 
to  himself  the  danger  and  toil  of  a journey,  it  was  his  invariable, 
custom  to  summon  his  lawyer  and  make  his  will;  his  physician 
to  learn  if  his  health  was  adequate  to  the  undertaking ; and  finally 
his  priest,  to  confess  his  sins  and  get  timely  absolution. 

“ It  is  not  regarded  now.  so  formidable  an  excursion  to  go  across 
the  kingdom,  but  the  native  travel  is  so  little  that  the  railroads  are 
very  unprofi table.  If  it  were  not  for  freight  they  would  not  be 
supported  at  all.  They  have,  however,  greatly  increased  the  cor- 
respondence of  the  country,  and  the  rate  of  postage  has  been 
reduced  so  that  it  is  about  as  low  as  in  other  European  countries. 
But  the  Government  keeps  a sharp  lookout  upon  the  letters  that 
come  and  go.  At  times  when  conspiracies  are  snuffed  in  every 
breeze,  it  would  be  quite  unsafe  for  any  one  to  intrust  a secret  in 
a letter  going  by  mail.  A Government  spy  would  be  sure  to  have 
his  hand  on  it  and  his  eye  in  it,  before  it  reached  its  address. 
The  letters  in  the  Post-Office  at  Madrid  are  held  four  hours  after 
tha  arrival  of  the  mail,  before  they  are  ready  for  delivery.  The 
mail  from  the  north,  the  London  and  Paris  mail,  comes  in  at  ten 
o!clpck  a.  M.  We  must  wait  until  two  o’clock  p.  m.  for  our 
letter?.  Thep  a list  of  all  letters  not  directed  to  any  particular 
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street  and  number,  or  to  some  post-office  box,  is  posted  up  in 
the  hall  of  the  office, — an  alphabetical  list.  You  look  over  the 
list,  and  if  you  find  a letter  for  yourself,  you  ask  for  it  at  the 
proper  window.  If  you  are  a stranger,  your  passport  is  demanded. 
But  you  had  been  told  before  coming  to  Spain  that  no  passports  are 
required,  and  now  you  must  have  one  merely  to  get  your  letters. 
In  default  of  a passport,  you  must  in  ?ome  way  establish  your 
identity.  This  is  not  always  easy  in  a foreign  country,  but  then 
nothing  is  easy  in  Spain.  I got  no  letter  from  the  Post-Office 
addressed  to  me  while  I was  in  Spain ! The  noted  rebel,  General 
Prim,  was  a dreadful  bugbear  to  the  authorities,  and  all  letters 
addressed  to  me  were  suspected  by  the  local  postmasters  to  be 
intended  for  the  General.  They  were  therefore  sent  to  the  Gov- 
ernment or  otherwise  disposed  of.  No  efforts  to  recover  them  were 
successful.  Much  good  may  they  do  the  people  who  had  to  read 
them.  Some  of  them  had  hard  work,  I know. 

“ Telegraphs  are  spreading  over  Spain,  as  they  are  over  the  world, 
civilized  or  not.  Spain  is  one  of  the  last  cquntries  where  they 
could  become  popular;  but  the  business  of  any  kingdom  that  has 
relations  with  the  outside  world  must  be  armed  with  the  telegraph, 
or  it  cannot  hold  its  own.  In  traversing  wild  and  secluded  parts 
of  the  Peninsula,  I have  been  surprised  to  find  telegraph  poles  set 
up,  and  the  wire  stretching  on  over  hill  and  dale.  Spain  is  slow, 
and  the  telegraph  is  not  demanded  here  by  the  energy  and  enter- 
prise of  the  people,  as  it  is  elsewhere.  Despatches  of  more 
than  one  hundred  words  are  not  sent.  To  or  from  any  part  of 
the  Peninsula,  ten  words  may  be  sent  for  about  twenty-five  cents; 
twenty  words  for  fifty  cents,  thirty  words  for  seventy-five  cents; 
but  the  count  includes  every  word  written  by  the  sender,  date, 
address,  signature,  and  if  a word  is  underscored  it  counts  two. 
Great  precautions  are  taken  to  insure  accuracy  in  transmission, 
and  a small  extra  charge  is  made  for  delivery. 

“They  plow  to  this  day  with  a tree,  the  root  sticking  into 
the  ground  and  scratching  it  a little,  or  they  leave  a branch  shoot- 
ing out  at  an  angle  from  the  stem  of  the  tree,  and  sometimes  they 
cover  this  stick  with  a bit  of  iron,  and  with  mules  or  oxen  drag 
it  along  the  field.  They  sow  broadcast  and  plow  it  under.  They 
use  no  harrows.  It  is  barely  possible  that  one  of  the  modem 
civilized  plows  has  found  its  way  into  Spain,  but  I saw  none, 
and  heard  of  nothing  better  than  the  butt  end  of  a small  elm  tree. 
Yet  agriculture  is  the  greatest  business  of  Spain,  suited  to  the 
habits  and  genius  of  the  people,  who  love  the  sun  and  enjoy 
the  open  air,  and  dislike  trade  or  mechanics  of  any  kind.  And, 
more  than  any  other  people  in  Europe,  the  Spanish  do  as  their 
fathers  did,  despising  all  innovations  as  unworthy  of  their  ancestral 
dignity.  The  farmers  of  Virgil  and  Homer,  and  the  rural  scenes 
which  are  described  in  the  Old  Testament  Scriptures,  are  the  coun- 
terpart  of  what  may  be  seen  in  Spain  to-day.  I am  reminded 
daily  of  the  fields  in  Asia  Minor,  in  Syria  and  Greece.  If  it  were 
strange  that  improvements  in  husbandry  had  made  very  little  progress 
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there,  much  more  surprising  it  is  to  find  that  all  things  in  this 
country  continue  to  be  as  they  were.  They  are  so  near  the  rest 
of  the  world,  and  the  means  of  comn^nication  are  now  so  ready, 
it  is  a marvel  of  marvels  that  they  are  still  in  the  same  ruts  their 
fathers  were  one  thousand  years  ago. 

“ But  there  are  signs  of  better  times.  The  law  of  primogeniture 
has  been  abolished,  and  this  new  measure  tends  rapidly  to  the 
multiplication  of  owners  of  real  estate.  The  lands  of  the  Church 
have  been  sold  and  divided.  Vast  tracts  held  by  the  Crown  have  also 
been  distributed  by  law  among  the  people,  at  a moderate  price. 
Agricultural  societies  have  been  formed,  and  cattle  shows  and  fairs 
are  becoming  common.  These  things  are  in  the  right  direction. 
The  Government  has  established  agricultural  schools  and  model 
farms. 

“The  present  population  of  Spain,  making  due  allowance  for 
increase  since  the  last  estimate,  is  about  16,400,000.  It  is  there- 
fore the  eightJt  of  the  European  powers  in  numbers.  Italy  and 
Turkey  being  both  ahead  of  it.  The  increase  in  Spain  is  only  at 
the  rate  of  less  than  the  half  of  one  per  hundred  annually.  At 
this  rate  the  number  would  double  only  once  in  one  hundred  and 
eighty-one  years,  placing  Spain  behind  every  country  in  Europe, 
in  this  respect,  except  poor  Austria.  She  doubles  once  in  one 
hundred  and  ninety-eight  years;  then  Spain;  then  France,  once  in 
one  hundred  and  twenty- two  years ; Holland  once  in  eighty  years ; 
Scotland,  once  in  forty-six  years;  Prussia,  once  in  forty-one  years; 
England  and  Wales,  once  in  twenty-nine  years. 

“ One  of  the  most  curious  questions  in  morals,  politics  and  physi- 
ology, is  started  by  these  facts.  They  furnish  food  for  thought. 
One  class  of  speculators  will  find  moral  causes  to  explain  the 
circumstances,  and  they  may  easily  gather  a pile  of  facts  to  sus- 
tain their  positions.  Climate,  too,  has  its  influences.  The  civil 
government,  with  the  physical  condition  of  the  people,  is  to  be 
considered. 

“ But  when  the  physical,  the  moral,  the  civil,  and  the  social  state 
of  Austria,  Spain,  France,  Holland,  Prussia,  Italy,  and  England,  is 
duly  examined,  it  still  remains  to  be  ascertained  why  it  is  that  the 
number  of  inhabitants  increased  more  rapidly  among  the  colored 
people  of  the  Southern  States  of  North  America  while  they  were 
slaves,  and  now  increases  more  rapidly  among  the  Irish  portion  of 
the  American  population,  than  it  does  among  these  highly  favored 
countries  of  Europe.  The  statistics  of  births  in  New  England  and 
other  parts  of  the  United  States  unhappily  show  that,  with  the 
increase  of  the  cost  of  living,  and  of  luxury  and  effeminacy,  the 
number  of  children  bom  is  less  and  less  from  year  to  year.  There 
is  no  truth  in  political  economy  better  established.  By  the  com- 
parison of  an  adequate  number  of  births,  the  result  indicated  is 
seen  to  follow  the  deterioration  of  the  health  and  the  morals  of 
any  people.  Oppression,  which  makes  a wise  man  mad,  may 
depress  the  spirits,  exhaust  the  energies,  and  retard  the  increase  of 
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a population,  not  supematurally  sustained  as  were  the  Hebrews  in 
Egypt,  who,  the  more  they  were  afflicted,  the  more  they  multi- 
plied and  grew.  But  favored  as  the  middle  and  southern  •coun- 
tries of  Europe  are  by  climfte  and  soil,  affording  the  people  an 
easy  and  comfortable  subsistence,  they  might  and  would  increase 
in  numbers  as  rapidly  at  least  as  the  northern,  if  they  were  so 
disposed. 

“ On  ^he  banks  of  the  Guadalquiver,  near  the  Moorish  Alcazar, 
stands  a famous  pile,  called  the  Tower  of  Gold,  as  well  so  called 
from  its  ancient  color  as  the  uses  to  which  it  has  been  put.  Its 
summit  gives  an  outlook  far  upon  the  plain  across  the  river,  and, 
in  times  of  old,  it  has  been  a fortress  of  huge  •strength,  to  resist 
the  enemy  when  threatening  the  palace  itself.  It  was  built  by  the 
Moors  as  a treasure  house.  When  the  Spaniards  got  possession 
of  it,  Don  Pedro  made  it  a prison  for  his  friends,  men  and 
women,  who  fell  under  his  disfavor.  And  then  came  a time  when 
it  was  wanted  for  the  purpose  of  holding  heaps  of  gold,  for  when 
Columbus  had  gone  from  Seville  to  a new  world,  and  the  stream 
of  gold  began  to  flow  back  to  Spain,  this  Seville,  which  had  sent 
out  the  great  discoverer,  received  the  returning  treasures,  and  this 
tower  became  the  reservoir  to  contain  it.  Eight  millions  of  ducats 
and  more  have  been  stored  here  at  one  time,  private  and  public 
funds ; and  the  monarchs  of  Spain  often  put  their  arms  deep  into 
the  bins  of  gold,  and  helped  themselves.  The  decline  and  fall  of 
Spain  would  be  a fitting  theme  for  another  Gibbon,  and  the  lesson 
it  teaches  might  be  studied  with  advantage  in  the  New  World, 
whose  discovery  had  so  much  to  do  with  enriching,  and  then 
destroying  the  kingdom.  It  is  very  hard  to  speculate  or  philoso- 
phize on  the  causes  that  led  to  the  prostration  of  a great  power 
like  this,  when  the  element  of  religion  is  excluded  from  the  study. 
Without  the  demoralizing  influences  of  a political  religion,  there 
were  causes  enough  to  work  the  ruin  of  Spain,  and,  foremost 
among  these,  was  the  influx  of  wealth,  that  made  every  man 
greedy  of  a chance  to  get  rich  at  the  expense  of  the  State.  It  is 
useful  to  recur  to  it  now,  and  in  our  own  country,  because  the  same 
causes  are  working  mightily  in  the  same  direction,  and  producing 
the  same  deplorable  effects.  It  always  was  so,  but  increased 
opportunities  increase  temptation  and  multiply  the  consequences. 
Men  now  seek  and  obtain  office,  not  for  honor  and  the  power  of 
usefulness,  but  to  get  rich.  Government,  in  the  hands  of  such 
meu,  is  an  instrument  of  robbery,  an  engine  of  torruption,  and  it 
has  in  itself  disease  and  death. 

“ The  influx  of  gold  from  California  has  corrupted  the  American 
people  in  the  same  way,  if  not  to  the  same  degree,  that  the 
Mexican  gold  and  silver  demoralized  Spain.” 
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THE  FRENCH  WAR-FINE: 

HOW  IT  WAS  PAID,  AND  THE  ECONOMICAL  CONSEQUENCES  THEREOF 
IN  GERMANY  AND*  FRANCE  ; 

Being  a translation  of  the  paper  by  Mr.  Wolowski , Member  of  the  Institute  and 
Deputy  to  the  National  Assembly , printed  in  the  JOURNAL  DES  ECONOMISTES, 
December , 1874. 


Preliminary  Note  by  the  Translator. 

The  provisions  of  the  Treaty  by  which  France  purchased  her 
peace,  clearly  revealed  that  the  victor  intended  to  use  his  oppor- 
tunities to  th^  utmost.  Probably,  no  similar  human  transaction 
more  completely  illustrates  the  maxim — V<z  Victis.  France  was 
stripped  of  provinces,  humiliated  by  the  occupation  of  her 
capital,  and  compelled  to  pay  an  indemnity  of  an  amount  before 
unheard  of.  It  was  generally  believed  that  the  ruin  of  France 
was  not  only  contemplated,  but  was  effectually  secured  by 
exactions  of  the  Treaty,  and  its  rigorous  provisions  for  “the 
liquidation.”  Its  vindictive  character  was  more  or  less  avowed 
by  the  Germans  and  justified  on  various  grounds,  such  as  that 
war  had  been  forced  upon  them,  and  that  it  behooved 
them  to  protect  themselves  against  a repetition  of  the  offense. 
Whatever  the  sympathies  or  opinions  of  outsiders  as  to  the  moral 
and  political  questions,  no  one  could,  or  did,  regard  without  solici- 
tude two  points:  1.  Could  France  raise  this  vast  sum  within  the 
periods  and  under  the  conditions  prescribed  ? and  2,  What  were  the 
perturbations  likely  to  follow  from  the  transfer  *of  five  milliards  of 
francs  from  one  country  to  another  in  such  a short  space  of  time? 
The  most  serious  apprehensions  prevailed.  The  bourses,  the  bankers, 
in  fact  all  men  having  commercial  and  financial  dealings  were  moved 
and  alarmed.  Sinister  predictions  were  heard  on  every  side,  and 
the  emission  of  the  first  loan  was  awaited  with  feverish  anxiety. 
The  situation  seemed  so  perilous,  so  many  possible  dangers  lurked 
in  “ the  fearful  experiment,”  that  even  the  German  statesmen,  so  it 
was  audibly  hinted,  quailed  and  intimated  in  their  money  markets 
a desire  that  the  loan  should  not  prove  a failure. 

The  subscription  was  a marvelous  success.  It  showed  the 
unbounded  confidence  felt  by  the  world  at  large  in  the  resources 
and  the  good  faith  of  France.  It  did  more.  It  disclosed  a 
vast  internal  wealth,  the  accumulated  savings  of  a thrifty,  industri- 
ous, hard-working,  frugal  people ; a wealth  whose  existence  was 
unsuspected  until  called  into  action,  but  which  was  equal  to  the 
country’s  need.  France  paid  all  the  fine  demanded  of  her,  and 
even  anticipated  the  times  for  so  doing,  without  perceptibly  dis- 
turbing the  money  markets  of  the  world,  without  deranging  industry 
and  commerce,  or  withdrawing  any  relatively  large  amount  of 
specie  from  her  own  citizens, 
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How  this  was  done,  by  what  sagacious  combinations,  with  what 
foresight  and  patient  calculation,  how  it  was  effected  with  the 
minimum  of  loss  and  maximum  of  benefit,  is  told  in  the  following 
pages.  The  men  charged  with  this  great  and  delicate  responsi- 
bility wisely  and  honestly  fulfilled  their  trust,  and  are  entitled  to 
the  gratitude  of  their  country  and  the  respect  of  the  world. 

Mr.  Wolowski,  the  author  of  this  paper,  is  well  known  to  the 
readers  of  this  magazine.  [September,  1874,  December,  1874,  March, 
1875.]  His  writings  have  been  noted  for  a careful  statement  of 
facts  and  a luminous  exposition  of  the  principles  to  be  deduced 
from  them.  This  fair  reputation  is,  we  think,  borne  out  by  the 
treatise,  of  which  a translation  is  here  offered.  But  no  thoughtful 
American  will  peruse  it  without  feelings  of  regret  and  mortification 
as  he  contrasts  the  work  of  the  French  statesmen ^with  the  policy 
pursued  in  our  own  land.  We  boast  of  our  superiority  over  other 
nations  in  education,  in  progress,  in  free  government,  in  enlightened 
legislation.  But  in  France,  their  great  work  was  accomplished 
within  twenty-seven  months,  from  the  1st  June,  1871,  to  the  5th 
September,  1873.  The  war  debt  was  discharged,  the  country  liber- 
ated of  invaders,  public  confidence  restored,  business  and  manufac- 
tures thriving,  foreign  commerce  increased  in  1873  twenty  per  cent 
over  1869,  gold  wras  returning,  and  the  new  Public  Debt  being  ab- 
sorbed at  home.  This  prosperous  condition  of  affairs  continues,  so 
that  to-day  it  may  be  safely  asserted  that  the  whole  civilized  world 
is  indebted  to  France,  and  that  after  the  interest  on  the  new  debt, 
more  than  half  a milliard,  is  paid,  as  much  money  (two  milliards) 
is  annually  put  by  and  capitalized  by  the  people  as  before  the  war. 
All  this  has  been  done  under  a provisional  government,  without 
parchments  or  charters  or  constitutions. 

Just  ten  years  have  elapsed  since  the  termination  of  our  civil  war. 
We  have  tinkered  our  Constitution,  have  passed  acts  of  Congress 
and  issued  Treasury  orders  without  number,  and  yet  we  see  every- 
where financial  disorders  and  panics,  industrial  interests  prostrated, 
our  commerce  dead,  taxation  increased,  scandals  multiplied,  currency 
depreciated,  gold  exported,  immigration  arrested,  and  the  National 
finances  in  hopeless  and  hideous  confusion. 

Thomas  Balch. 

Philadelphia , March  6th,  1875. 


Authorities  cited:  Rapport  sur  le  payement  de  la  contribution  dt  la  guerre  et  sur  let 
tion*  du  change  qui  en  ont  it/  la  consequence,  by  Mr.  Leon  Say,  Deputy  from  the  Seine, 
formerly  Minister  of  Finances;  Das  Reichsfinanxen  (The  Finances  of  the  Empire),  by  &*• 
Adolphe  Wagner,  Professor  of  Political  Economy  at  the  University  of  Berlin;  Die 
Milliarden . by  Mr.  Ludwig  Bamburger,  Deputy  to  the  Reichstag : Die  funf  Miltiarm*, 
Bertrachtungen  uber  die  Folgen  der  rrossen  Kriegnutschadignug  (Considerations  as  to  the 
influence  of  the  great  war-payment  on  the  economical  relations  of  France  and  Germany),  by  !>*• 
Sobtbker;  Theory  of  Foreign  Exchanges,  by  The  Rt.  Hon.  George  Goschbn,  M.  P. : La 
Change  et  la  Circulation , by  Mr.  L.  Wolowski.  [In  addition  to  these,  may  be  mentioned  two 
excellent  articles  in  the  Revue  des  Deux  Mondes , from  the  pen  of  a much  esteemed  author, 
Mr.  Victor  Bonnet:  Le  Payement  de  V Indent  nit/  Prusstenne  et  P/tat  de  nos  f inances ; La 
Liberation  du  Territoire,  July,  1873,  and  Les  Billets  de  la  Banque  de  France  sous  le 
du  cours/orc/,  July,  1874,  carefully  translated  by  Mr.  George  Walker,  under  the  title  of 
“ The  Example  0/  France**  New  York,  1875.  In  Blackwood,  February,  187s,  is  also  an  article, 
The  Payment  0/  the  Five  Milliards,  in  which,  whilst  closely  agreeing  with  Mr.  Wolowski  * 
views,  some  of  the  figures,  based  on  various  “ private  calculations,”  differ  from  those  of  Mr. 
Leon  Say;  in  one  instance  as  much  as  £ 10,000,000. — Trans.] 
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Mr.'  Wolowski’s  Introductory  Remarks. 

The  deplorable  war  of  1870  has  inflicted  on  France  immense 
material  sacrifices,  without  mentioning  the  bitterest  and  most  griev- 
ous of  all,  the  loss  of  Alsace  and  Lorraine.  We  have  paid  the 
conqueror  five  and  a half  milliards,  and  when  we  add  to  them  the 
expenses  incurred,  the  provisions  destroyed,  the  ruins  to  be  repaired, 
the  damages  suffered,  ten  milliards  is  the  smallest  amount  at  which 
we  can  estimate  the  blow  given  to  our  public  fortune.* 

Never  had  people  such  a heavy  burthen  to  bear,  and  never  was  there 
a more  serious  subject  of  study  for  practical  political  economy. 

We  shall  endeavor  to  arrive  at  the  general  bearings  of  the  finan- 
cial problem  involved  in  the  events  of  the  last  four  years.  The 
details  are  worthy  of  a careful  investigation,  and  useful  lessons  of 
practical  science  can  be  drawn  from  them.  If,  as  the  English  assert, 
Political  Economy  is  before  all  things  a matter  of  facts , an  exact  ob- 
servation of  which  discloses  the  law  which  governs  them,  let  us  try 
to  appreciate  the  admonitions  inscribed  on  this  sad  page  of  history. 

Many  old  errors  have  been  dissipated,  many  prejudices  have 
vanished,  and  truths,  taught  by  abstract  theory,  have  been  unde- 
niably established  by  experience.  Most  of  the  problems  debated 
by  Economists  encountered  the  infallible  touchstone  of  actual  facts. 
The  true  sources  of  national  wealth,  the  circulation  of  specie,  the 
power  of  credit,  the  duty  of  banks,  the  emission  of  currency  notes, 
the.  unity  of  a representative  circulating  medium,  compulsory  circula- 
tion (legal  tenders ),  the  power  and  elements  of  exchange,  the  balance 
of  trade,  the  effects  of  importations  and  exportations,  the  displace- 
ment of  capital,  the  imposition  of  taxes,  the  industrial  production,  the 
redistribution  of  public  charges,  the  losses  sustained  on  the  one  side, 
the  advantages  gained  on  the  other, — such  are  the  varied  aspects 
under  which  it  behooves  us  to  study  the  greatest  financial  opera- 
tion not  only  of  this  century,  but  of  all  time,  the  payment  of  our 
War-Fine. 

This  payment  was  promptly  made,  although  one’s  imagination 
shrank  back  in  dismay  before  the  diffifculties,  and  what  seemed  the 
almost  impossibility  of  such  an  undertaking.  To  find  in  ready  cash, 
and  transfer  such  a mass  of  milliards,  appeared  equally  desperate. 
And  even  if  it  became  a success,  did  not  that  bring  with  it  another 
danger?  Whilst  certain  spirits  recoiled  from  the  bold  supposition 
of  a speedy  execution  of  our  solemn  engagements,  others  seemed 
quite  ready  to  .forget  under  what  conditions  and  at  what  price  we 
were  to  fulfill  them. 

The  burthen  was  heavy  but  not  crushing.  The  fruitful  develop- 
ment of  public  wealth  received  a check,  but  its  fountain  was  not 
exhausted.  Those  causes  which  brought  about  the  gradual  trans- 
formation of  our  labor  in  all  directions  were  not  destroyed;  they 

* A writer  in  Blackwood's  Magasbu  for  February,  1875,  makes  the  aggregate  much  larger— 
jC4x^»495»ooo. 
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are  diligently  aiding  in  the  reparation  of  our  losses  in  and  in  the 
resumption  of  our  interrupted  acquisitions. 

Our  age  has  witnessed  an  immense  economical  revolution,  whose 
principal  agents  have  been  freedom  of  labor  and  exchange,  prog- 
ress of  information,  application  of  the  sciences  to  industry,  the 
potency  of  steam,  the  extension  and  rapidity  of  means  of  commu- 
nication, the  wonders  of  credit,  the  multiplication  of  commercial 
relations  furthered  by  the  postal  reform  and  the  important  discov- 
ery of  the  electric  telegraph,  a forecast  more  vigilant  and  an  activ- 
ity more  energetic, — prolific  consequences  of  that  personal  initiative 
which  everywhere  accompanies  the  conquests  of  liberty  and  the 
confirmation  of  public  order. 

Adam  Smith  has  inscribed  on  the  opening  page  of  his  immortal 
work:  “It  is  yearly  labor  which  is  the  first  source  of  the  wealth 
of  nations.”  Invigorating  words  for  those  States  which  know  how 
to  work  zealously  and  save  prudently!  Words  of  consolation  for 
those  who  understand  how  losses  undergone  are  to  be  repaired! 

France  will  know  how  to  gather  fresh  strength  in  the  necessity 
of  facing  the  new  burthens.  To  understand  the  gravity  of  this, 
duty  we  must  begin  by  ascertaining  • the  extent  of  our  disasters, 
discarding  from  the  beginning  a common  error  long  since  demol- 
ished by  political  economy. 

Our  ill-luck,  say  these  people,  has  imposed  upon  us  the  payment 
of  nearly  six  milliards.  But  it  is  scarcely  possible  that  the  most 
favorable  estimates  can  make  the  whole  of  the  gold  and  silver  in 
our  country  reach  such  a sum.  Yet  they  must  be  paid  in  cash. 
If  public  wealth  consists  in  the  specie  reserve  and  we  must  pay 
our  last  franc,  why  then  France  will  be  absolutely  ruined. 

Thank  God!  this  phantom  of  the  mercantile  world  misleads  very 
few  nowadays,  and  the  spectacle  which  we  have  witnessed  was 
of  a character  to  dissipate  it  forever.  Gold  and  silver  form  a cap- 
ital, and  consequently  are  an  instrument  of  production.  They  fur- 
nish the  primary  material  for  an  admirable  mechanism,  which,  by 
bringing  men  together  and  facilitating  the  exchange  of  products, 
helps  to  diminish  drudgery  and  augment  the  recompense  of  labor. 
But  the  precious  metals  are  only  a small  part  of  the  real  public 
wealth;  that  part  which  is  the  most  unstable  and  the  most  easily 
renewed.  We  have  handed  over  to  Germany  nearly  six  milliards, 
yet  scarcely  the  sixth  part  of  this  mass  of  money  was  in  fact  trans- 
ferred, either  in  gold  or  silver.  And  more  noteworthy  still,  our 
stock  of  specie  has  already  recovered  from  this  temporary  decrease, 
and  has  regained  the  level  at  which  it  was  before  the  war. 

Do  we  mean  by  this  to  say  that  the  material  traces  of  our  dis- 
asters are  effaced,  and  that  affairs  are  restored  to  their  former 
condition?  No.  We  have  settled  for  the  War-Fine,  but  we  must 
bear  the  grievous  load  of  its  payment  for  many  a long  day  to 
come.  It  will*  be  dangerous  to  deceiye  ourselves  as  to  tins.  Our 
debt  has  been  transformed,  but  it  is  not  extinguished. 
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I. 

How  were  that  transformation  and  settlement  accomplished? 

An  important  document  emanating  from  the  pen  of  authority, 
the  Report  presented  by  Mr.  L6on  Say  on  behalf  of  the  Committee 
on  the  Budget  for  1875,  on  *he  payment  of  the  war  ' indemnity,  and 
the  exchange  operations  which  resulted  from  it,*  gives  us  clearly  and 
fully  the  answer  to  this  question.  By  this  admirable  work,  Mr. 
L6on  Say  has  shown  that  he  becomingly  continues  the  traditions  of 
his  family,  and  that  he  worthily  bears  the  illustrious  name  of  his 
grandfather,  Jean  Baptist  Say,  the  great  economist,  and  the  hon- 
ored name  of  his  father,  Horace  Say,  formerly  member  of  the 
Academy  of  Moral  and  Political  Sciences. 

M.  L6on  Say  was  well  fitted  for  the  task  which  he  has  so  suc- 
cessfully accomplished.  He  had  published  some  years  ago  a trans- 
lation of  the  Theory  of  Foreign  Exchanges,  a book  by  Rt.  Hon. 
George  Goschen,  an  eminent  member  with  Mr.  Gladstone  in  a Minis- 
try justly  distinguished  for  its  ability  in  all  matters  pertaining  to  econ- 
omy and  finance.  It  is  esteemed  classic  authority  on  this  little- 
underetood  subject,  and  the  Preface,  with  which  the  translator 
enriched  it,  is  a fit  accompaniment  to  the  work  itself.  The  whole 
mechanism  of  foreign  exchange,  and  the  varied  elements  which 
compose  it  in  our  day,  are  unfolded  with  the  greatest  precision.  It 
is  the  best  possible  commentary  on  the  history  of  the  payment  of 
the  Five  Milliards,  a history  so  lucidly  given  by  M.  Lion  Say. 

By  a lucky  coincidence  we  received  at  the  same  time  the  work 
of  Dr.  Adolph  Wagner,  Professor  of  Political  Economy  in  the  Uni- 
versity at  Berlin,  on  the  Finances  of  the  German  Empire.  The 
author  enjoys  a justly  merited  reputation  by  reason  of  his  numer- 
ous publications  on  financial  and  banking  questions.  His  new 
book  is  devoted  to  a careful  examination  of  the  manner  in  which 
Germany  was  paid  the  sum  imposed  on  us  as  a war  con- 
tribution, and  of  the  results  of  that  payment.  The  figures  given 
by  Dr.  Wagner  are  all  drawn  from  official  documents  of  the  Em- 
pire. They  enable  us  to  verify  those  compiled  by  M.  L6on  Say, 
whose  exactness  they  fully  confirm. 

Dr.  Wagner  candidly  declares  that  at  the  time  of  signing  the 
treaty  of  Versailles  much-  embarrassment  was  experienced  in 
finding  a correct  term  for  the  enormous  contribution  inflicted  on 
France.  The  bulk  of  it  was  not  a war-indemnity , for  the  sum  vastly 
surpassed  the  expenses  to  which  Germany  had  been  put.  The 
highest  calculations  did  not,  as  Dr.  Wagner  admits,  go  beyond  one 
milliard  and  a-half  as  their  cost  of  the  war,  §0  that  there  was  an 
excess  of  quite  four  milliards  to  be  dealt  with. 

“ The  magnitude  of  the  sum  exacted  ” — we  here  quote  Dr.  Wag- 
ner's own  words — “not  only  excited  the  indignation  of  France, 
but  provoked  a certain  surprise  in  neutral  countries,  and  also  among 

* See  Journal  dot  Economists*  t Nov.  14,  1875. 
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peoples  friendly  to  us.  Nay,  even  Germany  herself  was  astonished. 
The  Five  Milliards  did  not  accord  with  the  charges,  direct  or  indi- 
rect, of  the  German  Exchequer,  and  went  beyond  the  total  of  all 
the  losses  experienced,  even  when  the  re-establishment  of  our  military 
power  was  therein  included."  But  Dr.  Wagner,  though  he  does 
so  with  some  reserve,  adds  that  this  sum  does  not  appear  at  all 
exorbitant  so  soon  as  its  real  character  is  assigned  to  it;  that  is, 
of  a War-Fine  (penalite  de  guerre,  kriegstrafe).  The  rate  should 
then  be  high,  he  contends,  not  only  in  the  financial  interests  of 
Germany,  but  in  order  to  inflict  on  France  an  ineffaceable  recol- 
lection of  it. 

This  purpose  is  amply  accomplished.  But  this  is  not  all.  “ The 
payment  was  intended,  by  its  very  enormousness,  to  exercise  a 
pressure  on  the  finances  and  the  whole  economy  of  France.  * 

* It  applied  the  penalty  of  a partial  'confiscation  of  the  national 
resources.”  According  to  this  view  the  War-Fine  had  a mean- 
ing analogous  to  the  separation  of  Alsace,  Lorraine  and  Metz.  France 
must  be  weakened,  and  it  is  from  a political  stand-point  that  the 
war-payment  is  to  be  appreciated  and  adjudged. 

We  will  avow  it,  this  rough  plain-dealing  pleases  us.  Like  Dr. 
Wagner,  we  think  that  the  word  indemnity  cannot  be  applied* to  a 
war-contribution  which  was  dictated  more  by  political  than  pecu- 
niary interests.  We  thought  that  the  progress  of  civilization  had 
inaugurated  an  era  of  less  harsh  international  law.  No  doubt  that 
France,  in  days  gone  by,  committed  similar  errors  which  she  must 
dearly  expiate.  We  neither  wish  to  conceal  them  nor  to  palliate 
them.  We  reach  only  the  sad  conclusion,  that  our  age  should 
boast  less  of  its  pretended  progress  in  philosophy  * and  humanity. 

“The  promptness  of  the  payment,”  says  Dr.  Wagner,  “has  fur- 
nished the  French  with  new  matter  of  pride.  They  brag  that  it  has 
been  paid,  and  benevolent  outsiders  glorify  the  resources  of  France.” 
Our  author  seems  to  find  some  consolation  in  the  notion  that  this 
too  hasty  self-appreciation  will  prove  unfounded.  According  to 
him,  “ the  pressure  of  heavier  taxation  has  not  yet  made  itself  suffi- 
ciently felt,  and  he,  who  does  not  thoroughly  estimate  the  econom- 
ical and  financial  burthens  consequent  on  the  war-payment,  is  quite 
likely  to  fall  into  error.  The  happy  effects  of  a relative  calm  are 
felt,  and  the  potency  of  credit  is  developed  ’ in  a manner  more 
dazzling  than  lasting.  France  seeks  to  persuade  herself  that  the 
liquidation  of  the  war  is  accomplished.  Moreover,  the  losses  which 
have  occurred  since  1870  have  been  in  fact  defrayed  by  the  loans 
and  advances  from  the  Bank  of  France;  that  is  to  say,  by  a 
corresponding  creation  of  paper  money.  The  fresh  appeals  to 
credit  have  called  forth  foreign  subscriptions  for  the  greater  part, 
and  thus  enabled  France  to  disengage  herself  from  Germany  by  a 
vast  operation  of  international  exchan’ge.  But  for  the  bulk  of  the 
sum  France  has  only  shifted  her  creditors . Instead  of  the  German 
Empire  she  must  now  pay  the  foreign  holders  of  her  rentes.  The 
French  themselves  could  furnish  their  part  of  the  loan  only  by 
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divesting  themselves  of  investments  made  in  foreign  funds,  such  as 
Austrians,  Italians,  and  foreign  railway  stocks  and  bonds.  In  pre- 
cisely the  proportion  that  France  ceased  to  be  a creditor  of  the 
rest  of  the  world,  did  she  surrender  a revenue  derived  from  the 
productions  of  other  countries.  It  k thus  that  she  has  paid  off 
Germany.  The  French  tax-payers  must  henceforth  pay  to  the 
holders  of  the  Rentes  the . dividends  which  they  formerly  drew  from 
abroad.” 

This  picture,  which  Dr.  Wagner  draws,  is  not  flattered,  yet  it  is  by 
no  means  lacking  in  correctness.  There  is  in  it  a salutary  warning, 
more  valuable  to  us  than  empty  conjectures  fit  for  nothing  but 
to  cherish  dangerous  illusions.  It  is  just  the  occasion  when  we 
can  say  with  our  charming  Lafontaine: 

Nothing  more  dangerous  than  a friend  indiscreet; 

Better,  far  better,  a wise  enemy  to  meet! 

Dr.  Wagner  declares  that  by  realizing  these  foreign  investments 
the  payment  of  the  War- Fine  has  been  marvelously  facilitated,  and 
that,  too,  without  touching  the  productive  instruments  of  labor  of 
France.  This  is  the  essential  point,  and  it  gives  us  pleasure  to  see 
it  clearly  stated  by  such  authority,  confirmed  as  it  is  by  Dr.  Soet- 
beer. 

As  to  the  boastfulness  with  which  Dr.  Wagner  reproaches  the 
French  character,  it  must-  be  admitted  that  if  it  ever  existed  the 
nation  is  cured  of  it.  M.  L6on  Say’s  report  furnishes  on  this 
point  a sufficient  answer  to  Dr.  Wagner’s  assertions.  It  does  not 
dissemble  our  hopes,  nor  does  it  underrate  the  charges  bequeathed 
to  the  future.  In  it  is  to  be  everywhere  found  the  faithful  description 
of  a desperate  situation  from  which  there  was  no  escape,  except 
by  almost  miraculous  efforts,  possible,  thanks  to  an  extraordinary 
co-operation  of  propitious  circumstances  acting  as  a counterpoise 
to  the  severity  of  our  country’s  fate.  But  corresponding  resources 
are  not  to  be  renewed  either  so  promptly  or  readily;  such#heroic 
sacrifices  cannot  be  again  expected;  besides  which,  the  rarest  abil- 
ity was  needed  to  pluck  from  them  the  salvation  of  the  country. 

But  these  exertions  • have  been  better  rewarded  than  Dr.  Wagner 
supposes.  It  is  true  that  our  financial  position  is  not  brilliant,  but 
its  solidity  can  not  be  doubted.  We  have  succeeded  in  facing  an 
immense  peril  by  the  strength  of  our  resignation,  by  an  appeal  to 
all  the  living  sources  of  production,  by  the  help  of  all  of  our  past 
savings.  All  that  Dr.  Wagner  says  on  this  point,  Mr.  L6on  Say 
had  already  disclosed,  but  the  latter  opened  up  prospects  less 
gloomy. 

Whilst  the  circulation  of  notes  of  the  Bank  of  France  was  more 
than  doubled  for  a certain  time,  sustained  as  it  was  by  extraordi- 
nary demands  on  the  market,  brought  about  by  the  operations  con- 
sequent upon  a colossal  loan  rather  than  by  the  compulsory  cir- 
culation, yet  the  well-known  prudence  and  wisdom  of  that  great 
institution  have  already  reduced  to  normal  proportions  the  bulk  of 
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its  financial  transactions.  The  one  milliard  six  hundred  millions  of 
increase  in  its  circulation  have  been  cut  down  *to  one  milliard,  the 
greater  part  of  which  is  in  notes  of  less  than  one  hundred  francs, 
which  were  forbidden  before  the  war,  but  have  since  been  adopted 
everywhere.  As  for  the  specie  reserves,  they  are  at  their  former 
level,  and  represent  one-half  of  the  notes  in  circulation.  We  thus 
escape  the  peril,  so  justly  denounced  by  Dr.  Wagner,  of  an  un- 
steady circulating  medium . Compulsory  circulation  is  but  nominal, 
and  the  note  passes  at  par  with  coin.  We  have  therefore  no  rea- 
son to  dread,  as  much  as  some  people  suppose,  any  legislation  for 
a return  to  specie  payments.  The  foundation  of  all  our  transac- 
tions has  never  ceased  to  be  other  than  that  solid  ground,  gold 
and  silver;  we  chose  to  make  other  sacrifices  so  as  to  maintain 
this  mighty  security. 


II 

How  have  we  paid  the  contribution  ? Dr.  Wagner  evidently 
caught  a glimpse  of  that  which  M.  L£on  Say’s  report  has  brought 
clearly  to  light.  To  acquit  ourselves  promptly,  we  have  had  re- 
course to  an  immense  loan  which  lays  upon  us  a lasting  load.  To 
pay  in  cash  whilst  touching  only  temporarily  our  metallic  reserve 
(already  reconstructed),  we  were  obliged  to  dispose  of  a large 
amount  of  investments  made  in  foreign  countries,  adding  thereto 
the  products  of  former  and  the  results  of  present  labor,  and  thus 
to  accumulate  the  elements  of  a colossal  operation  of  international 
exchange. 

The  old  doctrine  of  the  balance  of  trade  suited  the  times  when 
the  movement  of  international  values  was  concentrated  in  the  ex- 
portation and  importation  of  products.  The  difference  had  to  be 
paid  in  specie;  the  affluence  of  gold  and  silver  composed  the 
profit. 

Without  entering  into  an  examination  of  this  doctrine,  there  is 
a new  fact  which  modifies  its  conclusions  in  a remarkable  manner. 
Mr.  Goschen  has  developed  it  with  great  force  in  his  Theory  of 
Foreign  Exchanges , and  his  translator,  Mr.  L£on  Say,  has  com- 
pleted the  demonstration.  The  employment  of  capital  in  foreign 
investments  modifies  the  old  condition  of  things  remarkably;  we 
may  say  that  this  employment  exercises  at  the  same  time  both 
a financial  and  a political  influence. 

Formerly  the  power  of  States  to  extend  themselves  was  mani- 
fested by  aggression  and  conquest.  The  old  colonial  system  was 
nothing  else  than  systematically  making  the  most  out  of  distant 
countries,  doomed  to  become  exhausted  in  order  to  supply  the 
exigences  of  the  mother  country:  misery  on  the  one  side,  small 
profits  on  the  other;  such  was  necessarily  the  inevitable  result  of 
the  spoliation  of  delinquent  colonies  by  the  periodical  reapings  of 
an  insatiable  conqueror. 

England,  which  had  exhausted  every  form  of  government  gained 
by  the  sword,  changed  the  system.  Experience  proved  to  her 
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how  ephemeral  and  unsatisfactory  were  the  advantages  of  the 
old  method.  She  has  opened  up  a new  one,  by  introducing 
capital,  which  fertilizes,  in  place  of  brute  force,  which  desiccates 
and  destroys.  By  means  of  what  might  be  called  the  colonization 
of  capital , she  has  communicated  to  the  backward  populations  of 
the  globe  the  means  of  elevating  their  condition  and  improving 
their  lot  by  exchanging  for  the  products  of  labor  the  surplus  of  a 
profit,  which  they  would  not  have  realized  without  this  fructifying 
combination. 

Thus  there  has  heen  achieved,  between  different  countries,  the 
beneficent  alliance  of  the  results  procured  by  labor  and  preserved 
by  foresight  and  industry;  and  thus  were  diminished  the  difficulties 
of  labor,  whilst  it  was  made  much  more  productive.  This  combi- 
nation has  marked  the  starting  point  of  the  new  progress  of  hu- 
man societies. 

The  colonization  of  capital  is  rapidly  developed  by  quickness  of 
profits  and  facility  of  communications.  It  has  led  England  to  up- 
heave, so  to  speak,  an  alluvial  land,  richer  and  richer,  the  volun- 
tary products  of  which  have  taken  the  place  of  extorted  tributes. 
The  exchange  of  instruments,  intended  to  conquer  the  resistance  of 
rebel  nature,  for  a portion  of  the  advantages  created,  has,  at  the 
same  time,  benefited,  without  detriment  to  any  one,  those  who 
found  themselves  delivered  from  the  hardest  privations  and  those 
who  obtain  a part  of  the  increased  riches. 

Such  is  the  real  meaning  of  the  commercial  system  for  which 
England  opened  the  way,  and  in  which  France  has,  in  turn,  en- 
tered during  the  last  twenty-five  years.  The  products  of  the  year’s 
labor  which  surpass  the  satisfaction  of  immediate  wants  were 
partly  employed  at  home  to  develop  the  productions  of  the  coun- 
try more  and  more,  and  partly  used  without,  to  furnish  countries 
more  behindhand  with  the  means  of  elevating  themselves  in  turn. 
From  one  place  to  another,  under  different  forms,  the  capital  of 
England  and  that  of  France  have  served,  as  that  of  Holland  for- 
merly did,  to  furnish  advances  either  to  States  which  have  con- 
tracted public  debts,  or  to  companies  which  have  undertaken  use- 
ful creations,  or  to  private  individuals  who  have  thus  obtained 
profitable  resources. 

The  annual  revenue  which  # England  derives  from  numerous  in- 
vestments made  in  other  countries  is  reckoned  by  milliards.  With- 
out rising  sq  high,  the  profits  proceeding  from  the  same  financial 
policy  are  reckoned  for  France,  before  the  war  of  1870,  at  hun- 
dreds of  millions.  Naturally  these  investments,  in  which  an  in- 
creased risk  always  enters,  were  also  the  source  of  a larger  income 
from  dividends  and  interests. 

The  profit  derived  from  this  source  prepared  for  us  powerful 
elements  of  deliverance  when  misfortune  imposed  heavy  burdens 
upon  us.  Indeed,  the  foreign  investments  supplied  the  substance 
of  a large  compensation,  and  their  transformation  into  the  national 
subscription  to  the  loan  has  allowed  us  to  obtain  the  indispensable 
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materials  of  exchange,  by  means  of  a vast  arbitration.  Compelled 
to  borrow  funds  at  a high  rate,  we  greatly  diminished  the  differ- 
ence which  separates  the  revenue  of  foreign  values  from  the  revenue 
of  French  values,  especially  when  we  take  into  the  account  the 
difference  of  the  risk  run.  By  the  natural  course  of  things,  the 
reserves  of  the  past,  accumulated  in  foreign  values,  could  be  em- 
ployed in  meeting  the  cruel  demands  of  the  present.  We  have  in 
great  part  paid  Germany  with  our  foreign  means,  and  the  greater 
portion  of  the  new  debt  inscribed  in  our  “Grand  Livre”  has  al- 
ready returned  into  French  hands. 

It  is  true  that  we  no  longer  handle  the  annual  profit  which  was 
supplied  to  us  by  foreign  countries.  Germany  has  succeeded  to 
us  in  this  respect;  but  our  home  production  has  escaped  the  great 
danger  of  finding  itself  diminished,  for  our  instruments  of  labor 
have  not  been  injured,  and  the  spirit  of  labor  and  economy  which 
distinguishes  France  continues  its  peaceful  conquests. 

We  have  been  able  to  pay,  that  is  the  essential  point;  Dr.  Wag- 
ner need  not  remind  us  at  what  cost.  L£on  Say’s  report  men- 
tions it.  It  contains  curious  researches  respecting  the  nature  and 
the  amount  of  the  foreign  investments  of  which  we  have  been 
obliged  to  despoil  ourselves,  and  it  does  not  forget  tq  keep  an 
account  of  the  increase  of  taxes,  rendered  inevitable  by  the  impo- 
sition of  a new  debt  exceeding  eight  milliards.  Dr.  Wagner  has 
blackened  too  much  the  picture  of  this  burden,  as  well  as  exagger- 
ated the  bad  effects  of  the  compulsory  circulation  (legal  tender), 
restrained  as  it  was  within  the  bounds  traced  by  prudence. 

The  learned  Berlin  professor  is  wrong  in  introducing  largely  into 
the  account  the  dissatisfaction  and  trouble  which  the  collection  of 
the  new  taxes  must  occasion.  Undoubtedly  they  are  heavy  and 
are  a burden  upon  industry,  but  we  have  resigned  ourselves  to 
them,  and  never  were  there  fewer  strikes  and  coalitions,  or  fatal 
discussions  upon  the  question  of  labor.  Our  agriculturists  and  our 
manufacturers  have  comprehended  the  severe  duties  which  devo- 
tion to  the  country  imposed  upon  them,  and  our  workmen  have 
sacrificed  certain  pretensions  and  many  prejudices  in  obeying  the 
same  patriotic  feeling. 

The  causes  of  our  former  prosperity,  although  fettered  by  new 
burdens,  must  tend  to  the  same  productive  results;  but  the  re- 
serves obtained  during  the  past  few  years  have  received  a different 
destination. 

We  have  just  mentioned  how  the  realization  of  a part  of  the 
foreign  investments  had  assisted  the  subscription  to  the  late  loans 
and  the  payment  of  the  War-Fine.  We  must  add  another  element 
to  it.  The  considerable  increase  of  the  wealth  of  France  for  a 
quarter  of  a century  was  due  to  labor,  to  exchange,  and  to  econo- 
mies ; every  year*  some  hundreds  of  millions,  thus  obtained,  were 
directed  toward  foreign  investments.  The  movement  has  undoubt- 

' * Maurice  Block  puts  them  at  £ 80,000,  and  Blackwood  says  a much  larger  sum,  but  docs  not 
girt  the  amount.— 
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*edly  slackened;  it  has  undergone  a certain  restriction,  but  it  has 
not  been  stopped.  Savings  continue  to  play  their  part,  but  the 
investment  of  them  is  differently  directed.  New  resources  have 
been,  in  still  greater  proportion,  employed  at  home.  There  was  a 
certain  period  of  stoppage  in  shifting  capital  intended  to  be  spread 
among  peoples  less  advanced,  and  to  fertilize  labor  there.  Our 
loans  absorbed  in  a threefold  manner  a part  of  the  reserves  which 
other  countries  had  attracted.  To  values  realized  are  to  be  added 
those  which  proceed  from  the  product  of  investments  retained,  as 
well  as  the  sums  which,  if  it  had  not  been  for  those  loans,  would 
have  shared  in  new  investments  abroad.  The  work  of  liberation 
has  operated,  so  to  speak,  in  a double  way:  it  has  gathered  in 
the  legacy  of  the  past,  and  it  has  diverted  from  their  usual  em- 
ployment sums  which  otherwise  would  have  continued  to  be  put 
out  abroad.  Three  years  have  been  devoted  to  the  transformation 
of  reserves  which  are  now  converted  into  the  French  funds. 

These  resources  must  have  been  considerable,  to  bring  about 
the  subscription  or  the  redemption  on  French  account  of  a loan 
of  five  and  a-half  milliards,  which,  by  virtue  of  an  economical 
law,  consecrated  anew  by  this  vast  experience,  have  successively 
returned  to  their  original  country. 

III. 

This  is  not  the  only  instructive  side  of  our  recent  financial  his- 
tory. We  have  solved  a problem  of  which  little  or  nothing  was 
previously  known,  the  prompt  transfer  from  one  country  to  another 
of  an  immense  capital  whose  payment  in  specie  was  exacted  by 
our  creditor. 

Dr.  Wagner  points  out,  as  peculiarly  interesting,  an  examination 
of  the  means  whereby  such  sums  were  collected,  and,  if  we  may 
be  allowed  to  use  the  expression,  decanted  into  Germany. 

Mr.  Lion  Say’s  report  explains  wonderfully  well  the  manner  of 
applying  on  an  immense  scale,  the  financial  policy  which  has  over- 
come this  formidable  difficulty,  without  causing  a profound  dis- 
turbance and  without  bringing  about  the  metallic  cataclysm  which 
was  dreaded.  We  rely  on  his  facts  and  figures. 

This  double  problem,  equally  formidable  from  either  view, 
consisted  in  finding  the  wherewithal  for  a colossal  contribution, 
and  in  knowing  how , after  the  resources  were  once  collected,  to 
discharge  it  without  compromising  everywhere  the  equilibrium  of 
the  circulation ; how  to  transport  this  enormous  bulk  without  shat- 
tering the  financial  mechanism  of  the  world. 

Let  us  recall  our  mournful  history. 

The  preliminaries  of  peace  between  France  and  Germany  were 
signed  at  Versailles  on  the  26th  of  February,  1871.  The  first  ar- 
ticle imposed  upon  us  a fine  on  account  of  the  war  of  five  mill- 
iards of  francs,  the  first  milliard  of  which  was  to  be  paid  in  1871, 
and  the  four  others  within  three  years. 
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The  Convention  of  Ferrifcres,  adopted  on  the  nth  of  March, 
1871,  completes  this  financial  stipulation,  by  establishing  (art.  15} 
the  value  of  the  thaler  at  3 fr.  75,  and  that  of  the  German  florin 
at  2 fr.  15. 

Lastly,  the  definitive  treaty  of  Frankfort  (May  10,  1871)  speci- 
fies the  periods  and  methods  of  payment 

We  were  required  to  make  a payment  of  five  hundred  millions 
thirty  days  after  the  restoration  of  order  in  Paris,  for  the  horrors 
of  insurrection  were  added  to  the  calamities  of  invasion.  This  un- 
happy country,  victim  of  the  foreigner,  was  reduced  to  a war  with 
its  own  children! 

In  the  course  of  the  year  1871  we  were  obliged  to  pay  one 
milliard  more,  500  millions  on  the  12th  of  May,  1872,  and  the 
three  remaining  milliards  were  to  be  discharged  on  the  2d  of 
March,  1874.  Interest  at  five  per  cent,  was  added  to  the  princi- 
pal due,  on  the  3d  of  March  in  each  .year.  We  stipulated  for 
the  power  of  anticipating  the  payments  on  giving  three  months’ 
previous  notice. 

This  power  had  not  been  contested,  although  it  was  connected 
with  a question  of  the  greatest  importance,  that  of  the  gradual 
and  final  evacuation  of  our  territory.  It  was  not  supposed  that 
the  payments  could  be  faithfully  made  at  the  times  appointed.  Dr. 
Wagner’s  work  fully  informs  us  what  were  the  expectations  of  the 
conqueror  in  this  respect,  and  fears  existed  among  us  as  well  as 
hopes  with  the  Germans.  Imagination  stood  aghast  before  the 
enormity  of  the  obligation  imposed  upon  France.  Yet  all  has 
been  paid,  even  before  maturity,  and  the  entire  evacuation  of  the 
territory  has  been  hastened  by  about  a year, — a great  service 
which  we  cannot  too  often  recall,  rendered  by  the  illustrious  states- 
man, the  Chief  of  the  State,  whose  skillful  measures  have  hastened 
•our  deliverance. 

Our  entire  payment,  including  the  interest,  amounted  to  5,315,- 
755,853  francs.  The  accounts  published  in  Germany  bring  it  to 
1,484,551,274  thalers,  representing,  at  the  rite  of  3 fr.  75  to  the 
thaler,  a total  of  more  than  5 milliards  567  millions  of  francs.  It 
exceeds  by  about  252  millions  the  sum  paid  by  the  French  Treas- 
ury; but  this  is  explained,  because  we  must  add  the  200  millions 
of  contribution  demanded  of  Paris,  and  some  contributions  paid 
by  other  cities. 

The  totals  agree.  They  prove  the  exactness  of  the  calculations: 


Germany  received  in  notes  of  the  Bank  of  France 125,000,000 

We  have  surrendered  to  her  the  ownership  of  the  Eastern  Rail- 
roads, at 325,000,000 


Total 450,600,000 


There  remained  then  to  be  paid  in  cash  or  in  German  bills  more 
than  4 milliards  850  millions.  The  mode  of  payment  prescribed 
by  the  treaty  allowed  only  of  the  notes  of  the  Bank  of  England, 
notes  of  the  Bank  of  Prussia,  the  notes  of  the  Royal  Bank  of 
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Holland,  notes  of  the  National  Bank  of  Belgium,  and  notes  paya- 
ble to  order  or  negotiable  bills  of  exchange  of  the  first  class,  pay- 
able at  sight,  upon  these  same  countries. 

The  rate  of  the  thaler  was  established  at  3 fr.  75,  and  that  of 
the  florin  at  2 fr.  15.  The  exchange  was  not  settled  for  the  other 
bills,  these  not  having  in  Germany  the  liquidating  character  of 
lawful  money.  They  were  received  in  payment,  certain  not  to  ap- 
pear in  the  account  except  by  the  net  product  of  their  negotia- 
tion in  thalers  and  florins,  made  by  the  German  Government,  the 
cost  of  collection  being  deducted.  It  is  but  just  to  say  that  the 
financial  councillors  of  Prince  Bismarck  had  neglected.no  precau- 
tions. 

To  meet  our  engagements,  we  had  issued  a first  loan  of  two 
milliards,  the  operations  of  which,  begun  on  the  1st  of  June,  1871, 
were  completed  on  the  6th  of  March,  1872,  and  allowed  us  to  cover 
the  first  periods  of  payment,  amounting,  in  principal  and  interest, 
to  nearly  2 milliards  162  millions  of  francs.  Deducting  the  325 
millions  for  the  estimated  value  of  the  railroads  of  the  East,  we 
paid  1,836,860,367  francs,  in 


Notes  of  the  Bank  of  France 125,000,000  fr. 

French  Gold 109,001,504  u 85 

French  Silver . 63,016,695  “ 

Specie  and  Notes  of  German  Banks 62,554,115  “ 93 

Thalers 312,650,509  “ 01 

Florins  of  Frankfort 25,816,752  " 37 

Marcs  banco  of  Hamburg 116,575,592  “ 13 

Florins  of  Holland - 250,540,821  “ 46 

Francs  of  Belgium 147,004,546  “ 40 

Pounds  Sterling 624,699,832  u 28 

■■■  . - 1 

Total 1,836,860,367  fr.  43 


We  were  forced  to  appeal  to  the  reserves  of  all  the  great  finan- 
cial States,  and  to  the  resources  of  the  principal  commercial 
places. 

The  work  of  paying  the  three  milliards,  begun  on  the  29th  of 
August,  1872,  was  ended  on  the  5th  of  September,  1873.  It  com- 
prised, in  principal  and  interest,  a total  of  3,153,800,085  francs  86 
centimes,  and  was  divided  as  follows: 


French  Gold 

French  Silver . 

Specie  and  notes  of  German  banks. 

Tnalers 

Florins  of  Frankfort 

Marcs  banco 

Marcs  of  the  German  Empire 

Belgian  francs 

Pounds  Sterling 


164,001,555  fr.  25 
176,275,180  “ 75 
42,485,029  “ 28 
2,172,663,212  “ 03  • 

209,311,400  “ 42 
• 148,641,398  “ 27 
79,072,309  “ 89 
148,700,000  “ 
12,650,000  “ 


Altogether 3,153,800,085  fr.  86 

We  shall  mention  by  and  by  how  our  Government  succeeded  in 
realizing  a considerable  saving  by  exchanging  itself  the  values  of 
different  countries  into  German  denominations,  instead  of  abandon- 
ing the  care  of  this  operation  to  our  creditor. 
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How  did  we  obtain  the  necessary  resources  ? By  loans,  charging 
ourselves  for  a long  tinft  to  come  with  the  burden  of  their  inter- 
est. Here  Dr.  Wagner  is  clearly  right.  We  have  paid  Germany, 
but  we  are  still  in  debt  to  other  creditors.  Our  debt  is  trans- 
formed, to  the  great  advantage  of  the  country,  But  it  is  not  extin- 
guished. But  we  believe  that,  if  the  burden  is  heavy,  we  are 
equal  to  it. 

The  faithfulness  with  which#  we  have  fulfilled  all  our  engage- 
ments has  strengthened  the  credit  of  France,  notwithstanding  the 
disasters  experienced  and  the  losses  borne.  But,  this  confidence  in 
our  punctuality  in  paying  what  we  owe,  has  opened  to  us  a re- 
markable extent  of  financial  co-operation.  The  great  Richelieu 
said  so  at  a time  when  hardly  any  one  suspected  the  real  power 
of  credit,  Confidence  is  a capital  upon  which  one  can  always  draw? 
and  we  have  neglected  nothing  to  render  confidence  justly  de- 
served. Our  country  has  submitted  to  the  most  painful  sacrifices, 
not  only  to  meet  all  its  engagements,  but  also  to  prepare  for  their 
future  redemption.  The  resources  of  the  budget  of  receipts  have 
been  calculated  in  such  a way  as  to  cover  the  actual  expenses, 
and  also  so  as  to  prepare  for  the  gradual  diminution  of  the  bur- 
dens bequeathed #by  the  past.  If  any  fault  has  been  committed  it 
has  proceeded  from  too  great  an  anxiety  to  efface  this  sad  legacy  of 
our  misfortunes,  and  one  is  tempted  to  say:  fclix  culpa . 

The  two  milliards  loan  procured  a payment  of  2 milliards 
2 25, 994, ooo  francs.  The  loan  of  three  milliards  was  still  more 
productive.  It  gave  the  Treasury  3,498,744,000  francs.  Altogether 
the  credit  of  France  has  supplied  her  with  more  than  5 milliards 
724  millions  of  francs.  We  have  no  cause  for  vanity,  for  they  are 
so  many  obligations  which  the  country  must  meet,  so  many  perma- 
nent charges  which  the  increase  of  taxation  must  cover.  But  we 
may  add  that  it  is  an  eloquent  token  of  the  sacrifices  to  which 
France  has  resigned  herself,  whilst  calculating  to  balance  them  by 
the  results  of  diligent  labor  and  submissive  economy.  * 

What  deserves  particular  attention  is  the  exact  parallelism  be- 
tween the  payments  of  the  loans  and  the  resources  devoted  to  our 
liberation.  The  funds  intended  for  the  payment  of  the  war-fine 
were  regularly  appropriated  to  it.  They  were  employed  as  rapidly 
as  possible  in  the  discharge  of  the  debt  which  was  to  procure  the 
liberation  of  the  territory. 

•Thus,  we  have  paid  what  we  owed  with  the  product  of  the 
loans,  we  have  taxed  the  future  in  order  to  pay  the  sums  neces- 
sary for  immediately  freeing  the  soil  and  for  doing  honor  to  the 
word  of  France.  Dr.  Wagner  deceives  himself  when  he  supposes 
that  too  optimist  an  illusion  makes  us  forget  the  burthen  of  to- 
morrow, when  we  have  throwm  off  the  load  of  to-day.  France  is 
not  guilty  of  such  want  of  foresight.  When  she  has  witnessed  a 
public  debt,  which  in  the  beginning  of  1870  did  not  amount  to  12 

* Or  as  the  late  Mr.  John  Jacob  Astor  once  expressed  it:  “ Money  you  can  use  only  race, 
credit  you  can  use  always." — Trans.  ^ 
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milliards,  almost  doubled ; when  she  has  already  voted  700  millions 
of  taxes  to  meet  the  new  expenses,  she  is  not  disposed  to  misun- 
derstand the  sad  teaching  of  the  past.  She  knows  what  awaits 
her,  she  knows  the  load  of  future  budgets,  which  for  a long  time 
will  carry  Ihe  penalty  of  our  faults,  and  she  takes  care  not  to 
blind  herself  so  far  as  to  forget  the  responsibility  of  those  who 
committed  them.  She  has  not  shrunk  from  any  sacrifice  for  free- 
ing her  territory ; she  will  not  shrink  from  any  sacrifice  for  paying 
what  she  owes;  but  she  is  not  ignorant  that  she  remains  a debtor 
for  all  the  losses  experienced.  She  understands  the  real  situation 
better  than  Dr.  Wagner  imagines,  and  she  bears  with  patience  the 
inevitable  weight  of  the  increased  taxation. 

IV. 

Collecting  the  sums  intended  to  pay  the  War-Fine  was  not  all. 
It  was  also  necessary  to  transmit  to  the  conqueror  the  exact  equiv- 
alent of  this  enormous  mass  in  its  cash  value.  This  was  not  the 
least  delicate  part  of  the  task,  as  we  shall  presently  show.  In  thus 
mortgaging  the  future  we  obtained,  thanks  to  a use  of  that  credit 
whose  elasticity  could  only  be  measured  by  the  emergency,  be- 
sides the  resources  indispensable  to  discharge  the  debt  due  to  the 
foreigner,  those  needed  for  the  other  consequences  of  our  disas- 
ters. The  latter  were  nearly  equal  to  the  War-Fine.  To  effect  this 
we  have  resigned  ourselves  to  the  creation  of  700  millions  of  new 
taxes,  we  have  devoted  to  the  liberation  of  France  the  profits  hith- 
erto employed  in  increasing  her  riches  and  her  power. 

But  what  would  have  becbme  of  us  if  we  had  not  collected 
considerable  reserves  ? if  we  had  not  been  able  to  divert,  towards 
a sad  but  henceforth  inevitable  destination,  the  new  accumulation 
of  wealth  proceeding  from  the  same  source?  if  we  had  not  found 
and  utilized  the  existing  power  of  credit  in  modem  society?  and 
lastly,  if  the  mechanism  of  an  improved  and  expanded  circulation 
had  not  allowed  us  to  use  all  the  new  means  for  transforming 
into  cash  and  freedom-giving  values  this  vast  mass  of  indebted- 
ness, without  causing  the  profound  disturbance  which  was  feared 
for  the  monetary  situation  of  the  whole  commercial  world  ? It 
was  this  union  of  these  elements  which  enabled  us  to  overcome 
difficulties  apparently  insurmountable,  and  to  spread  over  a num- 
ber of  years  a load  under  which  France  was  in  danger  of  suc- 
cumbing. 

We  are  not  disposed  to  forget,  as  Dr.  Wagner  accuses  us  of  do- 
ing, either  the  investments  in  foreign  countries,  now  lost,  nor  the 
revenues  which,  at  present,  are  handled  in  Germany  instead  of 
among  us,  nor  the  difficulties  connected  with  the  taxes.  They 
have  not  yet  felt  them  enough , he  says;  we  can  allay  this  appre- 
hension. France  has  suffered  much  and  she  is  still  suffering,  but 
if  she  can  find  consolation,  it  is  in  the  thought  that  she  has  dis- 
charged, cost  what  it  might,  all  her  engagements,  and  that  she  is 
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working  to  fill  up  the  breach  made  in  the  national  wealth.  She 
does  not  deserve  a reproach  for  either  desponding  or  boasting. 

The  mischief  is  not  yet  revealed  in  its  full  extent , adds  M.  Wag- 
ner. We  shall  neglect  nothing  to  prevent  its  augmentation,  and  we 
hope  for  success,  without  our  country  being  exposed  to  injurious 
excitements  or  fatal  disturbances. 

We  have  not  had  recourse  to  the  dangerous  seduction  of  a pa- 
per money  intended  for  the  payment  of  our  debts.  Dr.  Wagner  is 
in  error  respecting  the  nature  of  the  emissions  made  by  the  Bank 
of  France.  They  have  not  served  for  a pretended  discharge, 
founded  on  a fiction.  We*  have  paid  by  executing  a mortgage  on 
our  revenues,  and  not  with  a sham  currency.*  We  havfe  profited 
by  the  power  of  credit,  because  we  have  kept  splid  its  foundations, 
instead  of  resorting  to  unsubstantial  resources. 

When  we  thoroughly  examine  the  increased  demands  for  a cir- 
culating medium  at  a period  when  operations  for  ready  money 
are  multiplied,  and  when  we  think  of  the  movement  created  by 
the  payment  of  immense  loans,  and  by  the  shiftings  of  exchange, 
we  are  no  longer  surprised  at  an  increase  of  some  hundreds  of 
millions  of  notes  beyond  the  ordinary  limits. 

Moreover,  actual  experience  has  completed  the  teachings  of 
theory.  Every  one  has  learned  a good  deal,  and  we  do  not  hesi- 
tate to  admit  that  we  formed  no  adequate  idea  of  the  possible 
extension  of  the  circulation,  when  it  answers  to  a serious  demand, 
and  reposes  upon,  a confidence  merited  by  prudent  conduct  and 
the  desire  not  to  disturb  the  natural  course  of  business. 

The  expansion  of  the  circulation  of  the  notes  of  the  Bank  did 
not  wait  for  the  compulsory  circulation  to  reach  a considerable  sum. 
It. was  1,485  millions  at  the  beginning  of  1870,  against  a metallic 
deposit  of  1,203  millions  of  francs.  The  Bank  note  then  circulated 
as  a real  specie-certificate.  There  were  only  252  millions  which 
were  not  covered  by  coin. 

When  the  compulsory  circulation  was  decreed  in  the  month  of 
August,  1870,  the  maximum  of  issue  was  fixed  at  2,400  millions. 
This  amount  was  increased  ‘to  2,800  millions  by  the  law  of  De- 
cember 4he  29th,  1871,  and  finally  to  3,200  millions  by  the  law  of 
July  the  15th,  1872. 

But  in  proportion  as  the  note  became  the  chief  and  almost  ex- 
clusive instrument  of  domestic  exchanges,  the  circulation  more  and 
more  took  the  form  of  notes  for  moderate  and  small  amounts. 
In  January,  1870,  there  were  397,648,200  francs  in  notes  of  100 
francs,  and  42,911,750  francs  in  notes  of  50  francs,  altogether  440 
millions  of  notes  of  100  francs  and  50  francs.  Smaller  notes 
did  not  exist.  When  the  maximum,  which  was  only  reached 
for  a short  time,  amounted  on  the  31st  of  October,  1873,  to 
3,071,912,300  francs,  more  than  two-thirds  of  this  colossal  sum 
were  represented  by  notes  of  100  francs  and  less. 

* The  author  uses  kypotMqu*  antithetically  to  kypotkdu. 
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On  the  29th  of  January,  1874,  the  circulation  of  the  notes  fell 
to  2,832,869,828  francs,  and  of  this  amount  notes  above  100  francs 
amounted  only  to  922  millions,  whilst  there  were 

884,484,800  francs  in  notes  of  100  francs. 

274,656,300  “ 44  50  44 

28,588,725  44  “ 25  44 

628,464,600  “ 44  20  44 

93,622,600  “ 41  5 44 

that  is  to  say,  for 'more  than  1,900*  millions  of  middle-sized  and 
small  notes,  those  under  50  francs  amounted  to  750  millions  of 
francs.  Their  issue  explains  the  difference  of  the  total  amount, 
finally  established,  from  the  previous  amount  of  the  fiduciary  emis- 
sion, taking  into  the  account  the  increase  of  the  exchanges.  The 
last  statement  furnished  by  the  Bank  (December  10th,  1874,)  gives 
a circulation  of  notes  of  2,547  millions  against  a metallic  reserve 
of  more  than  1,317  millions.  The  difference  is  therefore  reduced 
to  1,230  millions,  or  less  than  the  circulation  of  the  note  of  100 
francs  and  under,  which  is  perfectly  well  sustained. 

This  approximation  of  figures  allows  us  to  judge  of  the  tempo- 
rary extension  of  the  compulsory  circulation.  It  also  explains  the 
little  disturbance  which  that  proceeding  occasioned  in  the  situa- 
tion of  the  market.  The  extension  of  business  and  the  adoption 
of  the  small  notes  prevented  the  course  of  exchange  from  rising, 
and  the  circulation  of  the  notes  proceeded  exactly  as  though  a 
metallic  circulation.  There  is  something  here  to  assuage  Dr.  Wag- 
ner's apprehensions  and  to  calm  the  anxiety  of  Mr.  Soetbeer.  This 
increased  issue  only  answered  the  demands  of  legitimate  business, 
without  furnishing  the  payment  of  the  War-Fine  with  a factitious 
element  which  would  not  nave  failed  to  come  back  upon  our  mar- 
ket and  disturb  it. 

The  Government  had  the  good  fortune  to  meet  with  the  de- 
voted support  of  a solid  institution,  famed  for  the  wisdom  and 
even  for  the  severity  of  the  principles  by  which  it  is  governed, 
and  which  offered  an  ample  margin  of  guaranty  for  the  notes 
issued.  It  gathered  the  fruit  of  that  financial  foresight  which  re- 
jected the  illusions  of  a pretended  liberty  of  issue,  which  it  was 
attempted  to  confound  with  the  liberty  of  banking..  This  latter  has 
nothing  to  do  with  the  power  of  creating  genuine  monetary  in- 
struments. Like  the  administration  of  justice  and  the  establish- 
ment of  weights  and  measures,  it  forms  part  of  the  attributes  of 
the  State. 

The  unity  of  the  circulating  medium  has  greatly  contributed 
towards  maintaining  for  the  note  of  the  Bank  of  France  the  con- 
fidence which  it  inspires.  Dr.  Wagner  has  not  sufficiently  'appre- 
ciated this  power,  and  he  has  exaggerated  the  danger  of  the 
resumption  of  specie  payments.  We  cannot  repeat  it  too  often;  we 
must  not  regulate  ourselves  solely  by  the  past  It  is  of  impor- 
tance to  meashre  the  new  dimensions  of  the  circulation  by  the 
movement  of  the  circumstances  which  reflect  the  immense  develop- 
5* 
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ment  of  production  and  exchange,  and  which  exhibit  themselves 
by  the  necessary  accumulation  of  the  precious  metals,  as  well  as 
by  the  ingenious  operations  of  credits  and  of  the  transfers  of  bills, 
which  scarcely  suffice  to  do  the  augmented  work  of  actual  trans- 
actions. 

We  have  freely  used  the  note,  but  we  have  not,  as  Dr.  Wagner 
imagines,  abused  it.  We  have  known,  how  to  resist  its  deceptive 
facilities,  by  constantly  guiding  ourselves  by  the  infallible  regulator 
of  the  exchanges . These  always  exhibit  faithfully  the  real  situation 
of  the  money  market,  and  their  fluctuations  instantly  proclaim  the 
faults  committed.  The  information  supplied  by  this  inflexible  mon- 
itor has  not  ceased  to  control,  with  us,  the  transaction*  .of  the 
Treasury  and  the  Bank  of  France.  -Equipped  with  this  compass, 
we  have  avoided  shipwreck. 

It  is  thus  that  we  were  able  to  increase  successively  the  amount 
of  the  issue,  in  order  to  provide  especially  for  the  tempo- 
rary needs  created  by  the  great  operations  of  the  Loan.  The 
advances  made  by  the  Bank  to  the  Treasury  have  had  this  char- 
acter: they  did  not  bring  with  them  the  danger  of  a call  for  paper 
money  in  a permanent  manner  and  for  excessive  amounts. 

If  any  danger  now  exists,  it  is  that  we  may  misapprehend  the 
bearing  of  past  events  in  what  relates  to  the  bank-note.  We 
succeeded,  thanks  to  a thoughtful  foresight,  in  raising  the  issue  to 
a total  of  about  three  milliards,  but  we  did  it  only  amidst  circum- 
stances which  cannot  reappear  in  the.  same  proportions.  That 
which  appears  to  us  to  be  more  to  be  dreaded  than  the  resump- 
tion of  specie  payments,  which  will  be  accomplished  without  the 
embarrassments  predicted  by  Dr.  Wagner,  is  the  illusion  excited 
by  an  enormous  circulation  employed  without  perceptible  incon- 
venience, because  it  has  benefited  by  conditions  altogether 
exceptional.  We  should  be  in  danger  of  deceiving  ourselves  greatly 
respecting  the  resources  of  paper  money,  if  we  did  not  thoroughly 
take  into  consideration  the  circumstances  which  have  prevented 
this  mass  from  depreciation. 

In  ordinary  times,  the  course,  of  exchange  measures  the  metallic 
value  of  [monnaie  fiduciaire\  currency.*  It  is  still  more  essential  to 
consult  it  at  the  period  of  compulsory  circulation ; for  it  alone  tes- 
tifies to  the  moderation  or  excess  of  the  issue.  At  this  moment 
the  permanency  of  a favorable  course  of  exchange  attests  the 
reality  of  the  business  for  which  the  notes  serve  as  a vehicle,  and 
proves  that  they  do  not  weigh  heavily  on  the  market  by  their 
excess.  The  metallic  reserve  is  strengthened;!  more  than  half  of 
the  notes  are  secured  by  coin;  we  can  confront  the  return  of  spe- 
cie payments  without  fear. 

( Concluded  in  the  next  number.) 

* Upon  this  subject,  see  Exchange  and  Circulation,  by  the  author. 

W t The  present  stock  of  specie  in  France  has  been  recently  estimated  attf.550  millions;  some 
writers  put  it  at  even  more.  Every  week  there  are  remittances  of  gold  to  Fans. — Tram. 
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In  applying  any  exhaustive  remedy  to  our  disordered  currency, 
reference  must  be  had,  not  only  to  the  resumption  of  specie  pay- 
ments, but  to  the  ultimate  and  permanent  status  which  the  currency 
should  aftume.  The  operation  of  resuming  should  be  so  conducted 
as  to  keep  in  vie#  a reorganizatfon  of  our  monetary  system  on- a 
more  stable  basis.  Among  the  schemes  of  more  than  doubtful 
utility  with  reference  to  this  object  is  that  of  establishing  a colossal 
bank  with  a capital  of  $ 500,000,000,  8r  even  one-quarter  of  that 
sum.  So  vast  a concentration  of  capital  in  one  organization  and 
under  one  management  is  unnatural,  and  could  scarcely  fail  to  be 
less  safely  and  profitably  managed  than  the  same  amount  dis- 
tributed in  smaller  capitals  among  many  organizations.  The 
efficiency  of  capital  may  be  diminished  by  too  much  organization. 
The  industrial  forces  cannot  exert  their  full  power  under  anything 
so  resembling  military  discipline.  Oiir  monetary  system  will  natur- 
ally take  a more  democratic  form. 

One  serious  difficulty  with  banks  having  so  large  a capital  is, 
that  in  order  to  make  as  good  a rate  of  dividend  as  smaller  insti- 
tutions, they  are  constantly  tempted  to  keep  their  reserves  at  too 
low  a point.  The  Economist  in  a recent  article  points  out  in 
the  case  of  the  Bank  of  England,  the  workings  of  a large  capital 
in  this  respect.  The  dividends  of  last  year  and  those  of  the  four 
oldest  London  Joint  Stock  Banks,  are  compared  as  follows: 


Bank  of  England £ 1455,000 

London  and  Westminster ^420,000 

Union 244,000 

London  Joint  Stock 252,000 

London  and  County 240,000  ..  1,156,000 

Excess  of  Bank  of  England  dividend. . £ 299,000 


Pate, 

Paid  up 

per  cent. 

capital. 

. 10 

I4»553»00° 

. 21 

2,000,000 

i7tf  - 

1,395,000 

. 21 

1,200,000 

. 20 

1,200,000 

Owing,  however,  to  the  excessively  large  capital  of  the  Bank  of 
England,  this  larger  dividend  gives  a lower  rate  than  the  smaller 
dividend  of  any  other  of  the  banks  named.  If  the  capital  of  the 
‘Bank  were  reduced  to  ;£ 7,000,000  (about  $35,000,000),  which 
would  be  equal  to  the  capital  of  the  Bank,  of  France,  and  of  the 
Second  Bank  of  the  United  States,  the  funds,  which  draw  a profit 
31,368, ooo  on  Feb.  3d),  and,  consequently,  the  profits  would  be 
diminished  by  less  than  one-quarter,  giving  a much  better  rate  of 
dividend.  In  other  words,  the  more  a bank  can  live  on  borrowed 
capital,  the  better  rate  of  dividend  it  can  make;  and  banks  of 
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very  large  capital  are  not  likely  to  live  as  much  relatively  on 
borrowed  capital,  as  smaller  ones.  Hence,  the  Bank  of  England, 
in  order  to  increase  its  rate  of  dividend,  keeps  a reserve,  which, 
in  proportion  to  the  magnitude  and  character  of  its  liabilities,  is 
actually  less  than  it  kept  in  1844.  The  largest  portion  of  the 
increase  in  the  Bank's  deposits,  other  than  public,  since  1844, 
consists  of  the  balances  of  other  bankers,  and  it  is  this  portion  of 
the  deposits  which,  being  most  likely  to  be  called  for  suddenly, 
exposes  the  Bank  to  the  greatest  danger.  In  1844,  out  of  a total 
average  reserve  of  ,£8,500,000,  but  £9*0,000  consisted  of  bank- 
ers' balances,  leaving  a margin  of  £ 7,600,000.  In  1873,  the 
average  reserve  was  £11,220,000,  while  the  bankers' * balances 
amounted  to  no  less  than  £ 8,500,000,  leaving  an  excess  of  only 
£2,720,000  for  the  Bank's  own  proper  liabilities.  During  the  crisis  of 
1857  and  1866,  the  reserve  fell  several  millions  below  the  amount  of 
the  bankers'  balances,  so  ftiat  the  latter,  if  demanded,  could  not 
possibly  have  been  paid  without  a suspension  of  the  act  of  1844.  The 
Economist  argues,  therefore,  that  the  reduction  of  the  capital  of  the 
Bank  “would  augment  the  safety  of  the  public,  and  would  tend 
to  make  the  business  of  the  Bank  of  England  itself  more  satisfac- 
tory and  more  secure.  *'  If  British  writers  are  beginning  to  dis- 
cuss the  propriety  of  reducing  the  capital  of  the  Bank  of  England, 
Americans  may  well  pause  before  establishing  in  this  country  a 
bank  that  would  dwarf  even  that  institution.  It  cannot  be  reason- 
ably expected  that  the  results  of  such  an  experiment  would  be 
more  favorable  in  this  country  than  in  England.  Here,  as  there, 
such  a bank,  in  its  struggle  to  make  as  good  a rate  of  dividend 
on  a large  capital,  as  other  banks  make  on  a small  one,  would 
be  continually  tempted  to  reduce  its  reserve  below  the  point  of 
safety,  thus  creating  periodical  uneasiness  and  alarm.  Nothing 
but  financial  genius  of  the  highest  order  could  be  trusted  with  the 
management  of  the  huge  machine,  to  say  nothing  of  the  high 
moral  qualities  required.  This  country  has  many  able  bankers, 
but  who  among  them  would  be  adequate  to  responsibilities  so 
vast  ? At  a time  when  the  liberties  of  American  citizens  are 
more  than  ever  menaced  by  the  power  of  overgrown  corporations, 
the  creation  of  such  a monster  to  dominate  the  money  market, 
would  be  singularly  inopportune.  These  objections  do  not  apply 
with  so  much  fo*ce  to  a bank  of  no  larger  capital  than  the 
Second  Bank  of  the  United  States.  Such  an  institution,  if  kept 
clear  of  politics,  and  managed  on  sound,  conservative  principles, 
might  prove  useful  as  a regulative  force  in  our  financial  system. 

Another  proposition  is  to  take  away  from  the  banks  the  function 
of  issuing  notes,  and  confine  the  exercise  of  this  privilege  exclu- 
sively to  the  National  Government.  The  furnishing  of  a circula- 
ting medium  is  something  distinct  from  ordinary  banking,  and  the 
union  of  the  two  marks  an  imperfectly  developed  monetary  system. 
But  that  of  the  United  States  has  scarcely  reached  the  point  where 
it  can  dispense  with  this  union.  In  time,  the  country  will  become 
prepared  for  a more  highly  organized  monetary  system,  with  a 
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greater  subdivision  of  operations.  At  present,  to  take  away  from 
the  ban^s  the  right  to  issue  notes,  would  in  many  parts  of  the  . 
country  amount  to  the  annihilation  of  banking.  Our  more  thickly 
settled  localities  may  have  reached  that  stage  at  which  deposit 
and  discount  banking  may  thrive  without  any  assistance  from 
note  issue,  but  in  a large,  probably  the  larger^  part  of  the  country, 
it  is  otherwise;  and  in  these,  if  the  profits  derived  from  circulation 
were  taken  away,  the  business  would  prove  a losing  one.  These 
sections  would,  therefore,  soon  suffer  from  a lack  of  banking 
facilities,  which  would  be  worth  more  to  them  than  the  interest 
which  the  Government  would  save  by  monopolizing  the  privilege 
of  issuing  circulating  notes  for  them. 

Such  a measure  must  also  be  considered,  not  only  in  reference 
to  its  present  effects,  but  in  its  bearing  on  the  future  growth  of 
deposit  banking.  Mr.  Bagehot,  in  his  interesting  book,  “ Lombard 
Street”  very  ingeniously  points  out  that  it  is  the  note  issues  of  a 
bank  which  in  the  order  of  time  precede  the  acquisition  of  de- 
posits, as  in  the  former  the  bank  is  active,  while  in  the  latter  it  is 
passive,  and  that  by  means  of  its  note  circulation  the  bank  intro- 
duces itself  to  customers  and  secures  their  deposits.  “ A system  of 
note  issues,  ” he  says,  “is,  therefore,  the  best  introduction  to  a 
large  system  of  deposit  banking.  As  yet,  historically,  it  is  the 
only  introduction.  No  nation,  as  yet,  has  arrived  at  a great  system 
of  deposit  banking  without  going  first  through  the  preliminary 
stage  of  note  issue.”  The  measure  proposed  would,  therefore,  not 
only  annihilate  banking  in  many  parts  of  the  country  for  the 
present,  but  would  take  away  the  most  efficient,  if  not  the  only 
instrumentality  for  introducing  it  in  the  future. 

Nearly  all  will  probably  agree  that  the  National  Government 
should  never  relax  its  hold  on  the  currency  of  the  country.  But 
the  power  of  the  Government  over  the  currency  should  be  used, 
not  to  destroy,  but  to  strengthen  our  banking  system.  It  should  be 
the  aim  to  reconcile  the  interests  of  the  banks  with  those  of  the 
nation.  John  Stuart  Mill  [Political  Economy , Book  III.,  ch.  xxiv., 
§v.)*  offers  a suggestion  which  deserves  attention  in  the  present 
situation  of  this  country.  It  Is,  “ that  Treasury  notes  exchangeable 
for  gold  on  demand  should  be  issued  to  a fixed  amount,  not 
exceeding  the  minimum  of  a bank-note  currency,  the  remainder  . 
of  the  notes  which  may  be  required  being  left  to  be  supplied, 
either  by  one  or  by  a number  of  private  banking  establishments.” 
This  is  so  nearly  the  type  of  our  present  system,  which  necessity, 
not  choice,  imposed  upon  us,  that  the  transition  would  be  com- 
paratively easy.  The  limit  of  Treasury  notes  might  be  fixed  at 
three  hundred  millions,  backed  by  a reserve  of  specie  equal  to  half 
that  amount,  leaving  to  the  banks  the  benefit  of  supplying  the 
varying  cjhantity  of  circulating  notes  in  excess  of  that  amount. 
The  Treasury  notes  should  be  a legal  tender  for  all  debts  except 
those  due  from  the  Government,  as  legal-tender  notes  have,  been 
found,  after  forty  year#  experience  in  Great  Britain,  to  be  a useful 
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palliative  in  times  of  pressure.  But  the  iniquitous  provision,  by 
« which  Government  promises  are  made  a legal  tender  for  .Govern- 
ment debts,  is  a most  ingenious  contrivance  for  breaking  the 
promise  in  reality  while  keeping  it  in  form,  and,  whether  consti- 
tutional or  not,  should  never  again  find  a place  on  our  statute 
books.  Banks  should  be  required  to  secure  their  circulation  by 
depositing  with  the  Treasurer  of  the  United  States  either  bonds 
or  specie, — the  latter,  if  deposited,  to  be  counted  as  part  of  their 
reserve,  to  be  kept  distinct  from  the  balance  of  . the  Government 
funds,  and  appropriated  to  no  other  use  than  the  redemption  of 
bank  notes,  on  presentation. 

It  is  fashionable  to  underestimate  the  quantity  of  the  precious 
metals  needed  in  restoring  and  maintaining  specie  payments.  Gold 
and  silver  ought  to  constitute  from  one-half  to  two-thirds  of  the 
total  circulation.  According  to  recent  estimates,  these  metals 
constituted  more  than  two-thirds  of  the  currency  of  Great  Britain, 
and  nearly  three-fourths  that  of  North  Germany.  In  this  country, 
it  has  been  less  quite  as  often  as  it  has  been  more  than  one-half. 
Our  condition  in  this  respect  November  ist,  1874,  will  appear  by. 
the  following  comparison: 


National  Bank  notes $348,791,152 

Legal-Tender  notes 382,000,000 

Fractional  currency 48,151,024 


Total  of  irredeemable  currency $778,942,176 

Add  coin  certificates 22,070,400 


Total $801,012,576 

Specie*- not  over 237,000,000 


Total  of  notes  and  specie $1,038,012,576 


* At  present,  therefore,  less  than  one-fourth  of  our  currency  consists 
of  specie.  On  a specie  basis,  the  total  volume  of  the  currency  might 
amount  to  $800,000,000,  of  which  $450,000,000  to  $500,000,000 
should  be  specie.  Under  our  present  monetary  system  tbe  demands 


♦Note. — Estimated  stock  of  specie  in  the  country  January  t,  x86i $240,000,000 

Estimated  production  fro*  January  1,  1861,  to  November  i,  1874 896,877.000 

Total $1,136,877,000 

1.  _ A .. XT 1 _o_  * . ^ J ” 


Excess  of  exports  up  to.  November  x,  1874 $7x6,595,000 

Estimated  consumption  in  the  arts  at  $9,000,000  per 

annum  on  the  average v.* 124,000,000 

Estimated  export  from  Southern  States  during  tfyo  • % , t -r j t ^ 

of  which  there  is  no  account 1.  60,00^,000  ^ 


Total  deductions.*. 90^595,000 

Balance  remaining  in  the  United  States  November  i,  1874 $236,282,000 


This  is  some  $60,500,000  in  excess  of  the  estimate  of  the  Director  of  the  Mint  made  00 
a different  basis.  Tne  consumption  of  the  precious  metals  in  the  arts  cannot  be  accurately 
known,  but  the  Census  reports  show  that  the  raw  material  used  in  those  lAnufactures  of 
which  they  constitute  the  principal  ingredients,  was  $7,747,000  in  i860,  and  $12,488,80010 
1870.  It  may  be  roughly  estimated  that  materials  other  than  gold  and  silver  comprised  in  these 
values,  are  offset  by  the  quantity  of  these  metals  used  in  other  manufactures.  Some  of  the 
mategal  *used  in  die  arts,  estimated  in  McCulloch's  Commercial  Dictionary  at  one-fifth,  is  old' 
metal  melted  over.  Deducting  this,  there  remains  for  the  consumption  of  new  gold  and  salver 
in  the  arts  about  $6,200,000  in  i860,  and  $10,000,000  In  1870,  probably  increased  to  $12,000,000 
in  1874.  The  medium  amount  is  about  $ 9,000,000. 
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of  commerce  cannot  be  relied  on  to  attract  so  large  an  amount 
of  specie  to  our  markets.  No  large  stock  of  the  precious  metals  is 
at  present  needed  for  commercial  purposes  in  the  United  States. 
It  must  be  accumulated,  if  at  all,  by  the  Treasury  and  the  banks, 
and  kept  beyond  the  reach  of  commerce  until  resumption,  when  it 
should  be  put  in  circulation  to  replace  the  notes  withdrawn  and 
canceled,  no  large  quantity  of  which  can  be  spared  from  circula- 
tion till  so  replaced.  The  amount  of  specie  needed  for  this  pur- 
pose is  measured  by  the  excess  of  notes  in  circulation  above  the 
volume  to  be  kept  in  circulation  on  a specie  basis.  This  excess, 
except  as  diminished  by  contractioryn  the  meantime,  will  reach  some 
$400,000,000  to  $450,000,000.  Rigorous  taxation  and  econony  will 
be  needed  in  order  to  provide  the  surplus  revenue  from  which  to 
accumulate  so  large  a store  even  by  the  1st  of  January,  1879.  A 
return  to  the  coin  basis  will  place  the  country  in  a position  to 
suppress  the  circulation  of  notes  under  $ 10,  of  which  there  were 
$295,535,485  outstanding  November  1,  1874.  This  would  effect 
the  largest  part  of  the  required  reduction  in  the  volume  of  notes 
in  circulation,  and,  with  the  currency  under  the  control  of  the 
nation,  is  entirely  feasible.  The  substitution  of  coin  for  notes 
under  $ 10  will  infuse  into  the  monetary  circulation  a large  supply 
of  the  precious  metals,  the  deficiency  of  which,  resulting  from  the 
issue  of  small  notes,  sometimes  even  for  fractional  parts  of  a dollar, 
has  been  one  main  cause  of  the  instability  of  our  currency  even  in 
specie-paying  times.  The  policy  of  suppressing  small  notes  has 
been  tested,  and  its  practicability  demonstrated  in  the  United 
Kingdom,  by  an  experience  of  nearly  fifty  years.  In  1833,  a few 
ye§rs  after  the  prohibition  of  small  notes,  the  currency  of  the 
United  Kingdom  was  estimated  to  consist  of  about  $130,000,000 
in  specie,  and  $178,000,000  in  bank  notes,  in  all  $308,000,000, 
with  less  than  one-half  specie.  To-day,  according  to  the  best  esti- 
mate, British  commerce  rests  on  the  solid  foundation  of  over 
$500,000,000  in  specie  and  $220,000,000  in  bank  notes,  in  all 
$ 720,000,000,  with  more  than  two-thirds  specie. 

It  is  also  worthy  of  consideration,  whether  silver  should  not  be 
made  a legal  tender  for  sums  of  $ 10  or  more.  The  pressure  upon 
the  supply  of  gold  caused  by  the  German  coinage,  and  the  efforts 
of  the  Bank  of  France  to  resume  specie  payments,  is  beginning 
to  be  severely  felt  at  the  great  money  centers.  It  can  but  be 
made  more  severe  by  the  efforts  of  the  United  States  to  return  to 
the  specie  standard.  Anything,  therefore,  that  can  be  done  to 
enlarge  the  circulation  of  silver  will  tend  to  afford  relief. 

The  policy  of  the  Bank  of  France  offers  an  instructive  contrast 
to  that  of  our  Government.  On  the  1st  of  February,  1872,  the 
specie  reserve  of  the  Bank  was  only  $ 122,784,000.  On  the  1st  of 
January,  1873,  it  had  been  increased  to  $ 154,064,000.  On  the 
5th  of  February,  1874,  to  $164,385,000;  and  on  the  4th  of  Feb- 
ruary, 1875,  to  $ 266,693,000,  showing  an  increase  of  nearly 
$ 142,000,000  in  the  three  years,  $ 102,308,000  of  which  occurred 
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during  the  last  year  alone.  It  has,  meanwhile,  contracted  its 
circulation,  including  post  notes,  from  $ 580,600,000  on  the  6th  of 
November,  1873,  t0  $539,411,549  on  the  5th  of  February,  1874, 
and  to  $ 506,841,259  -on  the  4th  of  February,  1875.  It  has 
reduced  its  loans  and  investments  from  $530,350,00^  January  1st, 
1874,  to  $494,990,000  on  the  5th  of  February  following,  and 
$3^4>573»ooo  on  the  4th  of  February,  1875.  With  all  this  prepa- 
ration, which,  according  to  some  of  our  American  authorities, 
would  be  more  than  sufficient,  the  Bank  prudendy  refrains  from 
commencing  cash  payments,  and  continues  to  strengthen  itself. 
The  difference  between  such  a policy  and  that  of  our  Treasury 
Department,  is  that  the  former  % based  upon  the  principle,  over- 
looked by  the  latter,  that  a sound  currency  is*  more  important 
than  a paltry  saving  of  interest.  Measures  as  vigorous  as  those 
of  the  Bank  of  France  might,  during  President  Grant’s  first  term, 
have  accumulated  a reserve  of  specie  that  would  have  been  ample 
for  restoring  the  currency  to  a sound  basis.  The  past  cannot  be 
retrieved,  but  for  the  future  a policy  may  be  adopted  which  shall 
provide  the  Government  with  a surplus  revenue  and  devote  it  sacred- 
ly to  the  accumulation  of  such  a reserve  and  to  the  contraction  of  the 
currency. 

Dudley  P.  Bailey,  Jr. 


THE  NEW  TAX  BILL. 

The  following  are  the  provisions  of  the  new  tax  bill  as  passed 
by  the  House  on  the  23d  February  by  a vote  of  123  to  113,  and 
by  the  Senate  on  the  2d  March  by  a vote  of  30  to  29.  It  was 
signed  by  the  President,  March  3d,  1875 : 

Sec.  1.  That  from  and  after  the  date  of  the  passage  of  this  act 
there  shall  be  levied  and  collected  on  all  distilled  spirits  thereafter 
produced  in  the  United  States,  a tax  of  ninety  cents  on  each  proof 
gallon,  or  wine  gallon  when  below  proof,  to  be  paid  by  the  dis- 
tiller, owner,  or  person  having  possession  thereof  before  removal 
from  the  . distillery  bonded  warehouse;  and  so  much  of  Section 
3,251  of  the  Revised  Statutes  of  the  United  States  as  is  inconsist- 
ent herewith,  is  hereby  repealed. 

Sec.  2.  That  Section  3,368  of  the  Revised  Statutes  be  and  the 
same  is  hereby  amended  by  striking  out  the  words  “ 20  cents  a 
pound,”  and  inserting  in  lieu  thereof  the  words  “24  cents  a 
pound.”  Provided , That  Section  3,394  of  the  Revised  Statutes  be 
and  the  same  is  hereby  amended  by  striking  out  the  word  “ five  ” 
wherever  it  occurs  therein,  and  inserting  in  lieu  thereof  the  word 
“ six ; ” and  by  striking  out  the  word  “ sixty  ” and  inserting  “ seven- 
ty-five. ” [ This  increases  the  duty  on  cigars  from  $ 5 to  $ 6 a 

thousand,  and  on  cigarettes  from  $2.60  to  $2.75.]  Provided,  That 
the  increase  of  tax,  herein  provided  for,  shall  not  apply  to  tobacco, 
cigars* or  cigarettes  on  which  the  tax  under  the  existing  law  shall 
have  been  paid  when  this  act  takes  effect. 
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Sec.  3.  That  on  all  molasses,  concentrated  molasses,  tank  bot- 
toms, syrup  of  sugar-cane  juice,  melada,  and  on  sugar,  according 
to  the  Dutch  standard  color,  imported  from  foreign  countries, 
there  shall  be  levied,  collected,  and  paid  in  addition  to  the  duties 
now  imposed  to  Schedule  G,  Section  2,504  of  the  Revised  Statutes, 
an  amount  equal  to  25  per  cent,  of  said  duties,  as  levied  upon 
the  several  articles  and  grades  herein  designated.  Provided,  that 
concentrated  melada  or  concrete  shall  hereafter  be  classed  as 
sugar,  dutiable  according  to  the  color  of  the  Dutch  standard,  and 
melada  shall  be  known  and  defined  as  an  article  made  in  the 
process  of  sugar-making,  being  the  cane  juice  boiled  down  to  the 
sugar  point,  and  containing  all  the  sugar  and  molasses  resulting 
from  the  boiling  process,  without  any  process  of  purging  or  clarifi- 
cation. And  any  and  all  productions  of  the  sugar-cane,  imported  in 
bags,  mats,  baskets,  or  other  than  tight  packages,  shall  be  consid- 
ered as  sugaf*  and  dutiable  as  such.  And  provided  further.  That 
of  the  drawback,  on  refined  sugars  exported,  allowed  by  Section 
3,019  of  the  Revised  Statutes  of  the  United  States,  only  one  per 
cent,  of  the  amount  so  allowed  shall  be  retained  by  the  United 
States. 

Sec.  4.  That  so  much  of  Section  2,503  of  the  Revised  Statutes 
as  provides  that  only  90  per  centum  of  the  several  duties  and 
rates  of  duty  imposed  on  certain  articles  .therein  enumerated  by 
Section  2,504  shall  be  levied,  collected,  and  paid,  be  and  the 
same  is  hereby  repealed;  and  the  several  duties  and  rates  of  duty 
prescribed  in  said  Section  2,504  shall  be  and  remain  as  by  that 
section  levied,  without  the  abatement  of  ten  per  centum,  as  provided 
in  Section  2,503. 

Sec.  5.  Th^t  the  increase  of  duties  provided  by  this  act  shall 
not  apply  to  any  goods,  wares,  or  merchandise  actually  on  ship- 
board and  bound  to  the  United  States  on  or  before  10th  Febru- 
ary, 1875,  nor  on  any  such  goods,  wares,  or  merchandise  on  deposit 
in  warehouses  or  public  stores  at  the  date  of  the  passage  of  this 
act. 

Section  6 provides  that  nothing  in  the  act  of  February  8,  1875, 
(the  Little  Tariff  act)  shall  be  construed  to  impose  any  duty  on 
bolting  cloths  theretofore  admitted  free  of  duty,  or  to  require  the 
use  of  stamps  on  the  entries  of  receipts  in  the  pass-books  of  sav- 
ings * banks. 


Specie  Payments.— In  the  Massachusetts'  House  of  Representatives,  on 
March  3d,  a bill  was  introduced  providing  that  all  taxes  levied  and  confirmed 
in  the  State  on  and  after  January  i,  1879,  shall  be  collected  in  United  States 
coin.  United  States  gold  certificates,  or  National  bank  notes  which  are  redeem- 
able in  gold  on  demand;  that  every  contract  or  obligation  made  or  implied 
and  payable  in  this  State,  and  made  or  implied  after  January  1,  1879,- and 
payable  in  dollars,  but  not  in  a specified  kind  of  dollar,  shall  be  payable  in 
United  States  coin  of  the  standard  of  the  weight  and  fineness  established  by 
the  laws  of  the  United  States  at  the  time  the  contract  or  obligation  shall  have 
been  made  or  implied.  The  bill  was  referred  to  a joint  special  committee. 
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OUR  FINANCIAL  SITUATION.— THE  ONLY  REMEDY. 

BY  ROBERT  MORRIS. 

No.  5. 

To  the  Editor  of  the  Bankers  Magazine , New  York . * 

Sir  : I thank  you,  in  the  name  of  truth  and  science,  for  the  wide 
privilege  of  discussion  allowed  in  your  journal,  on  4he  subject  of 
our  financial  disorders.  This  is  the  only  path  which  can  lead  to 
the  discovery  of  the  best  method  for  their  alleviation  and  cure. 

Thurlow  Weed,  in  speaking  of  “ the  good  time  coming,”  says 
in  his  late  letter  to  V.  W.  Smith  : ‘“We  must  wait  patiently  for 
a generation  that  will  return  to  Congress  such  men  as  Henry 
Clay,  John  J.  Crittenden,  Daniel  Webster,  John  Sargent,  and  their 
like.  ” 

David  A.  Wells  says : “ It  is  necessary  for  the  country  to  go 
through  with  a certain  further  amount  of  hard  experience  before  it 
is  willing  to  even  attempt  to  agree  on  any  definite  policy  for  resum- 
ing specie  payments.” 

I cannot  concur  with  either  of  these  prophets.  Such  a genera- 
tion as  Mr.  Weed  contemplates  is  probably  not  again  to  be  bom 
on  the  earth.  His  vision,  like  the  memories  of  his  long  life, 
stretches  backward  far  into  the  past  to  conjure  hope  from  graves. 
Mr.  Wells  looks  into  the  future,  and  consoles  the  patient  in  his 
agonies  of  pain  by  telling  him  that  he  must  suffer  more  before  he 
will  suffer  less. 

Neither  can  I believe  in  those  doctors  who  prescribe  “rest” 
for  the  patient.  “ The  country  ” they  say,-  “ has  done  too  much 
work — gone  beyond  itself — built  too  many  railroads;  it  must  stop 
and  rest.” 

There  are  other  doctors  who  deny  this,  and  affirm  that  the 
country  has  built  too  few  railroads!  They  point  to  the  Valley 
of  the  Mississippi,  that  Nilus  of  the  modem  world,  where  thou- 
sands of  tons  of  com  rot  annually  in  the  *granaries  because  of 
deficient  transportation  to  the  sea-board ; and  they  say : 

“There  is  our  true  fountain  of  gold  for  specie  payments!  It 
is  perennial  and  inexhaustible.  It  is  the  earth  only  that  produces. 
You  may  legislate,  and  fund  and  refund,  for  a thousand  years, 
and  you  will  find  no  other  source  of  that  wealth  which  you  are 
in  quest  of,  to  rebuild  the  broken  arches  of  our  national  pros- 
perity! ” 
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There  is  more  truth  in  this  statement  than  we  can  afford  to 
neglect.  While  our  capacity  of  food  production  is  unlimited  by 
nature,  it  is  limited  by  defective  legislation — by  a bad  national 
policy.  Consumption  also  is  limited  by  defective  legislation.  It 
is  not  the  increase  of  population  only,  but  the  advance  of  * 
general  development  and  culture  also,  that  increases  consumption, 
by  the  multiplication  of  human  wants.  It  would  involve  too 
wide  a diversion  from  the  direct  aim  of  this  article,  to  attempt  to 
show  the  bearings  on  our  national  wealth  of  the  connection 
between  our  inland  transportation  and  the  income  of  our  foreign 
food  commerce.  I refer  the  reader  to  the  Congressional  report 
of  Senator  Windom  of  Minnesota  (2  vols.  1874 — pp.  1300),  for  a 
complete  display  of  the  merits  of  the  subject. 

Akin  to  * the  proposition  of  “ rest,”  and  essentially  one  with  it, 
is  that  of  waiting  for  the  country  to  “ grow  up  ” to  the  measure 
of  wealth  represented  by  our  paper  currency.  Both  of  these  prop- 
ositions contemplate  not  merely  a policy  of  “do  nothing,”  but 
a policy  of  “ let  things  go  as  they  will,”  which,  translated  into 
intelligible  English,  means — let  our  great  system  of  credit  drift 
into  bankruptcy ; let  it  crumble  and  totter  to  its  bare  bones ; and 
when  there  is  nothing  more  to  fail,  nothing  more  to  dissolve 
into  ashes  and  smoke,  then  the  demand  for  gold  will  be  at  its 
minimum'  and  specie  payments  will  follow  as  a thing  of  course, 

I do  not  believe  in  any  of  these  do  nothing  doctrines.  They 
are  not  commended  by  experience.  There  are  no  examples  of 
successful  industrial  development  under  them  in  any  country. 
On  the  contrary,  wherever  they  have  been  tried,  disorder,  em- 
barrassment and  ruin  have  followed  in  their  train.  Society  is  a 

system  of  action,  not  of*  inertia.  The  work  of  social  organization 
is  a practical  work  of  vast  labors  and  constant  accumulation. 
What  do  those  doctors  mean  who  cry  out  “ Let  the  country 
rest ! ” Would  they  have  its  lands  lie  fallow,  and  by  limiting 
production,  limit  also  the  growth  of  population  ? Would  they 
prescribe  the  number  of  children  that  a poor  man  shall  bring 
into  the  world? 

I believe  that  the  greater  part  of  our  difficulty  at  present  is, 
that  we  are  misled  by  “ vain  imaginings  ” as  to  the  source  01 
our  disorders,  and  therefore  we  are  misled,  also,  as  to  the 
method  of  their  cure.  We  are  groping  in  the  wrong  sphere  of 
phenomena  for  teachings  and  elucidations  which  we  shall  never 
find.  We  are  exaggerating  the  obstacles  to  the  resumption  of 
specie  payments,  by  misapprehension  of  their  nature ; and  our 
methods  fail  because  they  are  inappropriate  to  the  object.  It  is 
certainly  not  by  Mr.  Weed’s  “ patient  waiting  for  a new  genera- 
tion,” nor  through  the  purgatorial  pains  denounced  by  Mr.  Wells, 
that  we  shall  reach  commercial  restoration. 

I propose  that  we  abandon  all  these  and  similar  fancies,  and 
take  our  stand  on  admitted  facts.  It  is  admitted  that,  in  all  the 
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essential  substantive  things  which  constitute  wealth,  the  country  is 
as  well  provided  at  the  present  time  as  it  was  before  the  war, 
when  specie  payments  were  maintained  without  difficulty,  and 
•when  the  financial  system  was  held  to  be  sound.  The  commercial 
validity  of  that  system  was  proved  by  the  reorganization  under  the 
National  law,  which  afforded  all  the  proofs  of  liquidation,  if  the 
process  was  an  honest  one.  What  barrier  should  there  be  now  to 
the  maintenance  of  specie  payments,  if  the  resources  of  the  coun- 
try are  not  only  unimpaired,  but  greatly  increased,  notwithstanding 
the  drawbacks  of  the  war?  Assuredly  none,  excepting  in  the 
method . But,  after  a trial  of  nine  years,  there  has  been  no  adapt- 
ability developed  in  the  National  method  for  a return  to  specie 
payments.  The  currency  premium  on  gold  is  higher  to-day  (16 
per  cent.)  than  it  has  been,  excepting  a few  months,  sirice  March, 
1870. 

The  question  that  assails  us  now  is  one  of  simple,  practical  organ- 
ization. To  instruct  us  in  that,  there  is  the  experience  of  other 
nations,  by  which  the  same  difficulties  that  now  embarrass  us  have 
been  successfully  overcome.  Why  shall  we  not  consent  to  be  in- 
structed by  that  experience?  We  have  gone  over  the  same  ground, 
encountered  and  overcome  the  same  difficulties  in  our  own  his- 
tory, as  a very  brief  retrospect  will  show.  That  history  began 
with  the  establishment  of  the  first  Bank  of  the  United  States,  in 
1791.  Under  its  invigorating  influence,  all  branches  of  business 
revived,  commercial  credit  was  restored  from  a state  of  prostra- 
tion, specie  payments  were  maintained,  and  our  National  credit, 
as  shown  by  the  quotations  of  the  London  Exchange,  became  the 
foremost  of  the  world.  The  expiration  of  this  charter,  which 
occurred  in  1811,  was  immediately  followed  by  a general  depres- 
sion of  business,  by  extensive  insolvency  of  merchants,  the  pros- 
tration of  the  National  credit,  and  finally,  in  1814,  by  the  suspension 
of  specie  payments.  The  Government  was  involved  in  the  most 
serious  difficulties  to  meet  its  disbursements;  and  the  very  politi- 
cal party  which  defeated  the  renewal  of  the  charter  of  the  first 
Bank  of  the  United  States  now  hastened  with  alacrity  to  pass 
the  charter  for  the  second,  which  was  dorfe  in  1816.  As  in  the 
case  of  the  former,  no  sooner  was  the  second  Bank  of  the 
United  States  chartered  than  the  clouds  of  despondency  scat- 
tered, and  business  every' where  awoke  from  its  lethargy.  Specie 
payments  were  substantially  restored  months  before  it  went  into 
operation,  such  was  the  confidence  inspired  by  it.  Several  years 
of  embarrassment  followed  in  consequence  of  the  excessive  credits 
of  a large  number  of  small  banks  with  fictitious  capital,  which 
had  been  created  to  supply  the  place  of  the  retired  institution; 
but  no  new  disorders  were  experienced.  A period  of  twenty 
years  of  prosperity  followed — from  1816  to  1836 — excepting  only 
the  unsettlement  caused  by  the  political  warfare  directed  against 
the  Bank,  begun  seven  years  before  the  expiration  of  its  charter. 
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Commerce  could  not  fail  to  experience  a severe  shock,  when 
its  great  Bank,  with  58  million  dollars  of  loans,  and  33  million 
of  circulation  and  deposits,  was  attacked  by  a party  overwhelm- 
ingly dominant  in  the  National  Legislature,  and  resolved  to  destroy 
it  But  hopes  were  entertained  until  the  last  moment  that  the 
opposition  to  its  re-charter  would  give  way  rather  than  visit  such 
a blow  on  the  country  at  the  instigation  of  mere  political  enmity. 
The  Government  deposits  were  withdrawn  from  the  institution  in 
violation  of  contract,  and  in  opposition  to  a vote  of  Congress,  and 
a number  of  local  banks  under  State  charters  were  made  depositories 
of  the  revenue  in  its  stead.  Several  hundred  new  banks  were  created 
to  supply  its  place,  most  of  them  with  but  a small  proportion  of 
real  capital.  This  unexampled  disturbance  of  the  financial  system 
brought  on  a crisis,  which  was  confirmed  by  the  definite  refusal 
of  Congress  to  renew  the  Bank  charter.  There  was  then  no  restrain- 
ing power  over  the  papjer-money  issues  and  loans  of  the  local 
banks;  and  the  excess  to  which  they  were  carried  culminated 
in  a revulsion,  which  as  yet  was  unparalleled  in  our  history. 
Bankruptcy  was  general,  involving  the  oldest  houses,  companies 
and  corporations.  Specie  payments  were  suspended  in  May,  1837. 
The  deposit  banks  failed  with  large  amounts  of  the  Government 
specie  in  their  keeping,  which  necessarily  became  unavailable. 
The  Secretary  of  the  Treasury  changed  the  custody  of  the  reve- 
nues from  the  banks  to  the  collectors  personally;  and  by  various 
expedients  contrived  to  carry  on  the  disbursements.  The  banks 
resumed  specie  payments  in  1838,  which  was,  however,  to  some 
extent  but  nominal.  Those  in  and  south  of  Philadelphia  suspended 
again  in  October,  1839.  The  Philadelphia  banks  resumed  in  1842-3, 
but  the  banks  in  the  South  and  West  generally  continued  for  sev- 
eral years  to  struggle  in  the  quicksands  of  suspension.  In  1846, 
the  Independent  Treasury  plan  of  fiscal  management  went  into 
effect,  and  has  been  the  law  from  that  time  to  the  present;  but 
the  banking  system  has  not  ceased  to  be  subject  to  the  same  kind 
of  shocks,  fluctuations,  and  overtumings,  as  we  have  described. 
In  the  year  1857,  the  banks  were  again  plunged  into  suspension 
by  a violent  but  transient  panic,  of  which  the  causes  were  phe- 
nomenal rather  than  normal.  Specie  payments  were  resumed  before 
the  end  of  that  year.  From  that  time  until  the  breaking  out  of 
the  civil  war,  the  financial  condition  generally  was  characterized 
by  the  uneasiness  and  apprehension  which  usually  attend  a period 
of  extraordinary  political  agitation.  The  practical  working  of  the 
National  paper  system  has  yet  given  no  ground  of  reasonable  hope 
that  specie  payments  can  be  resumed  within  any  definite  period.  Mr. 
David  A.  Wells,  whose  connection  with  economic  pursuits  and 
labors  as  a statist  commend  his  judgment  to  peculiar  respect, 
prognosticates  an  indefinite  continuance  and  heightened  intensity 
of  commercial  distress  ‘‘before  the  country  is  willing  to  even 
attempt  to  agree  on  any  definite  policy  for  resuming  specie  pay- 
ments.. 
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A summary 
striking  aspect: 


of  the  foregoing  sketch  assumes  the  following 


Years 


From  1791  to  1811.  Period  of  first 

Bank  of  the  United  States 

From  1811  to  1816.  Period  of  local 

or  State  banks 

From  1816  to  1836.  Period  of  second 
Bank  of  the  United  States 


s of  specie  payments 
and  freedom  from 
financial  amvt:lsiens. 

20 


Years  of  suspension 
and  commercial 
disorders. 


Frbm  1836  to  1861.  Period  of  State 
banks  and  Independent  Treasury.. 

25 

From  1861  to  1875.  Period  of  National 
Banking  System,  and  State  banks, 
and  Independent  Treasury 

. . 

.... 

15 

40 

.... 

44 

Such  is  the  condensed  record  of  our  financial  history  for  eighty- 
four  years.  During  the  forty  years  covered  by  the  administration 
of  the  two  Banks  of  the  United  States,  the  country  enjoyed  pos- 
itive exemption,  not  only  from  panics  and  the  suspension  of  specie 
payments,  but  from  those  extreme  fluctuations  of  monetary  condition 
by  which  the  period  of  forty-four  years  of  State  Bank  policy  was  char- 
acterized. The  disorders  of  the  latter  were  to  a considerable  extent 
thrown  over  on  the  former  period,  and  were  corrected  by  it;  as  in 
1816,  when  the  second  Bank  of  the  United  States  assumed  the  debts 
of  the  suspended  local  banks  to  the  Government,  and  made  them 
immediately  available  as  cash  in  the  Treasury  disbursements.  The 
charges  made  by  political  newspaper  editors  and  partisan  enemies 
of  the  Bank  in  Congress,  that  it  exerted  an  arbitrary  power  over 
the  local  banks,  were  sufficiently  disproved  by  the  fact  that  from 
1817  to  1835  the  yearly  debt  of  the  latter  to  the  former  was  not 
less  than  $3,000,000;  and  after  that  time  to  the  expiration  of  its 
charter,  $ 1,500,000. 

I do  not  intend  to  deny  that  there  were  years  of  prosperity  and 
freedom  from  commercial  panics  under  the  administration  of  the 
local  banks;  but  there  was  no  such  steadiness  of  financial  move- 
ment, and  no  such  general  and  assured  confidence  in  the  stability  of 
the  financial  system,  as  under  the  regime  of  the  two  National  Banks. 
Neither  public  nor  private  credit  stood  so  fair.  There  were  four  sus- 
pensions of  specie  payments;  and  through  the  whole  period  of  forty- 
four  years  there  ran  a constant  river  of  apprehension,  agitation,  uncer- 
tainty, and  fluctuation,  such  as  had  no  counterpart  in  the  other 
period  under  review.  I might  give  endless  proofs  of  these  general 
statements  without  adding  to  their  force,  or  strengthening  the 
deductions  which  may  be  made  from  them;  and  I fear  that  I have 
already  imposed  unfairly  on  your  indulgence.  I will  therefore  con- 
clude by  a general  outline  of  the  institutioa  which  I propose  as 
a remedy,  and  I believe  the  only  practical  remedy, — I do  not  fear 
to  hazard  the  assertion  that  it  would  be  a direct  and  immediate 
remedy — for  the  dangerous  and  demoralizing  disorders  of  our  finan- 
cial condition. 
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1.  That  Congress  charter  a Bank,  with  a capital  which  shall  never 

exceed  five  hundred  million  dollars  ($  500,000,000).  Large  as  this 
sum  may  appear,  it  is  not  larger,  relatively  with  the  ground  to  be 
covered  by  it  and  the  financial  and  fiscal  requirements  of  the  country, 
than  was  $35,000,000  in  1816.  This  capital  should  be  made  up  in 
somewhat  after  the  following  example:  $300,000,000  of  the  pres- 

ent capitals  of  the  National  Banks;  $ 25,000,000  of  subscription  by 
the  Government;  $ 150,000,000  new  cash  subscriptions;  $25,000,000 
divided  among  the  States  severally.  The  Government  and  State 
subscriptions  might  be  payable  in  bonds. 

2.  The  term  of  the  charter  should  be  not  less  than  fifty  years. 
It  should  be  subject  to  amendment  or  alteration  by  Congress. 

3.  It  should  have  the  exclusive  right  of  issue  of  paper  money, 
redeemable  in  gold  and  silver,  and  secured  by  stocks  of  the  Uni- 
ted States.  The  notes  should  be  receivable  for  all  taxes,  duties 
and  debts  due  the  Government. 

4.  The  Bank  to  be  the  only  fiscal  agent  and  depository  of  the 
Government.  It  would  supersede  the  Independent  Treasury,  pur- 
chase all  its  buildings,  transact  all  its  business,  and  make  all  its 
collections,  free  of  expense. 

5.  The  rate  of  interest  should  be  prescribed  by  the  Bank  itself. 

6.  It  should  be  bound  by  its  charter  to  make  loans  to  the 
Government,  at  a rate  of  interest  never  exceeding  six  per  cent., 
said  loans  to  be  secured  to  the  Bank  by  bonds  bearing  the  same 
rate,  and  not  to  exceed  in  the  aggregate  amount  $ 100,000,000. 

7.  The  Government  should  be  represented  in  the  management 
by  one  or  more  directors,  who  should  receive  a stated  salary, 
payable  by  the  Government;  and  who  should  be  debarred  from 
all  loans,  or  perquisites  of  any  kind  on  the  part  of  the  Bank. 

8.  The  issue  department  of  the  bank  should  be  entirely  inde- 
pendent of  the  department  of  discount  and  deposit.  The  latter  is 
a purely  mutual  credit  relation  between  the  bank  and  its  dealers. 
Bank  deposits  do  not  consist  of  money,  but  of  current  credits  in 
exchange  with  the  depositors.  And  inasmuch  as  they  are  not 
made  in  money,  there  is  no  ground  in  justice  or  logic  for  their 
demand  in  specie.  Such  demand  is  a fatal  incongruity  in  bank 
practice. 

The  constitutionality  of  a National  bank  can  hardly  be  consid- 
ered a question  in  dispute,  especially  since  the  passage  by  Con- 
gress of  a law  taxing  banks  under  State  charters  out  of  existence, 
and  authorizing  the  establishment  of  over  two  thousand  banks  to 
supersede  them.  But  there  is  not  wanting  direct  and  eminent 
authority  on  the  affirmative  side  of  the  question.  When  Mr. 
Madison,  who  was  the  . leading  opponent  of  the  act  of  incorpora- 
tion of  the  first  Bank  of  the  United  States,  in  1791,  returned  to 
Congress,  on  technical  grounds,  the  first  bill  passed  to  establish 
the  second  Bank  in  1816,  he  premised  his  objections  to  it  by 
“ waiving  the  question  of  the  constitutional  authority  of  the  Legis- 
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lature  to  establish  an  incorporated  bank,  as  being  precluded,  in 
his  opinion,  by  repeated  recognitions,  under  varied  circumstances, 
of  the  validity  of  such  an  institution  in  acts  of  the  legislative, 
executive,  and  judicial  branches  of  the  Government,  accompanied 
by  indications  in  different  modes,  of  a concurrence  of  the  general 
will  of  the  nation.”  President  Madison  recommended  to  Congress 
the  incorporation  of  the  second  Bank  of  the  United  States,  and 
signed  the  bill  establishing  it,  in  1816.  Henry  Clay  also  opposed 
the  renewal  of  the  charter  of  the  first  Bank,  in  1811,  but  warmly 
advocated  the  incorporation  of  a new  bank,  with  a capital  of  fifty 
million  dollars,  in  1838.  In  addressing  the  Senate  on  the  subject, 
he  said : 

“ I think  the  constitutionality  of  a bank  ought  no  longer  to  be  regarded  as 
an  open  question.  There  ought  to  be  some  bounds  to  human  controversy. 
Stability  is  a necessary  want  of  society.  Among  those  who  deny  the  power 
there  are  many  who  admit  the  benefits  of  a Bank  of  the  United  States.  Four 
times,  and  unaer  the  sway  of  all  the  political  parties,  has  Congress  deliberately 
affirmed  its  existence.  Every  department  of  the  Government  has  again  and 
again  asserted  it.  Forty  years  of  acquiescence  by  the  people;  uniformity 
everywhere  in  the  value  of  the  currency;  facility  and  economy  in  domestic 
exchange,  and  unexampled  prosperity  in  the  general  business  of  the  country, 
with  a Bank  of  the  United  States;  and  without  it,  wild  disorder  in  the  cur- 
rency, ruinous  irregularity  in  domestic  exchange,  and  general  prostration  in 
the  commerce  and  business  of  the  nation,  would  seem  to  put  the  question  at 
rest,  if  it  is  not  to  be  perpetually  agitated.  The  power  has  been  sustained  by 
Washington,  the  father  of  his  country;  by  Madison,  the  father  of  the  Consti- 
tution; and  by  Marshall,  the  father  of  the  judiciary.*’ 

Above  everything  else,  the  first,  and  the  master  point  to  gain 
is,  the  firm  and  settled  establishment  of  a commercial-financial 
policy;  and  consistently  therewith  the  organization  of  an  instru- 
mental agency  to  carry  such  policy  into  effect.  The  characteristic 
and  philosophic  or  scientific  difference  between  the  plan  of  local 
and  independent  banks  and  that  of  the  Bank  of  the  United 
States,  in  connection  with  the  local  plan,  consists  in  the  one 
being  composed  of  completely  segregated  parts  (indicating  division 
of  power),  and  the  other  of  an  aggregation  of  parts,  so  as  to 
constitute  an  effective  union  of  the  power  to  be  exercised.  In 
1838,  on  the  passage  of  the  New  York  general  banking  law,  the 
late  Judge  Bronson  wrote  to  Hon.  Condy  Raguet,  of  Philadelphia, 
on*  this  subject,  as  follows.  I may  premise  that  Judge  Bronson  was 
a man  both  learned  and  practical  in  finance: 

New  York,  May  1,  1838. 

Dear  Sir:  The  present  condition  of  th^  commerce,  currency,  and  com- 

mercial credit  of  the  country,  and  the  derangement  of  the  fiscal  concerns  of 
the  Government,  will,  by  every  intelligent  man,  be  admitted  to  be  the  result 
of  our  pernicious  banking  system — a system,  framed  by  State  legislators, 
which  sets  at  defiance  those  immutable  laws  to  which  all  banks  must  submit, 
whether  they  will  or  not,  in  spite  of  legislative  protection.  * * I should 

be  happy  to  receive  from  you  an  expression  of  your  opinion  upon  the  probable 
influence  of  our  general  banking  law,  and  particularly  your  ideas  of  the  prin- 
ciples on  which  an  institution  should  be  formed  which  might  be  made,  with 
unerring  certainty,  to  exert  a controlling  influence  on  the  exchanges,  and  put 
in  abeyance  those  sedative  and  stimulating  influences  which  grow  out  of  our 
present  banking  system.  That  system,  if  left  uncontrolled,  will  ever  create 
vacillation  and  periodical  convulsion  in  all  the  business  concerns  of  the  country, 
at  home  and  abroad.” 
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Mr.  Raguet  wrote  in  reply : “ I entirely  agree  with  you  in 
the  position,  that  without  the  agency  of  a powerful  institution 
to  keep  the  issues  of  the  other  banks  within  prudential  bounds, 
the  anticipated  benefits  of  the  new  law  cannot  be  fully  realized.” 

I must  reserve  a more  extended  notice  of  this  correspondence 
for  a future  paper. 

Nothing  is  more  remarkable  in  our  financial  history,  than  the 
perpetual  recurrence  of  the  same  phenomena.  As  in  1811-16, 
and  again  in  1830-37,  there  is  at  the  present  time  a false 
appearance  of  business,  made  up  by  the  diversion  of  credit 
from  *all  regular  trade  and  commerce,  into  the  channels  of 
speculation  and  monopoly.  The  preponderant  mass  of  bank 
currency  and  credit  is  devoted  to  personal  speculation,  under  the 
influence  of  which  there  has  grown  up  a class  of  rich,  luxuri- 
ous and  ambitious  money  lords  and  landlords,  who  are  rapidly 
absorbing  all  enterprises  and  possessions  which  fall  into  embar- 
rassment. This  is , an  inevitable  sequence  of  long  continued 
depression  and  final  ruin  of  the  small  trades  and  occupations, 
which  are  the  legitimate  basis  of  a healthy  state  of  commercial 
prosperity  and  social  improvement.  Our  public  newspapers,  in 
common  with  all  other  controlling  agencies,  have  become  demor- 
alized, in  their  practice  of  puffing  business  for  the  sake  of 
advertisements.  They  give  a false  aspect  to  everything.  They 
have  fallen  into  the  evil  habit  of  representing  that  “prospects 
are  brightening,”  and  that  the  “ good  time  coming ” has  already 
begun.  Have  they  not  been  following  this  strain  for  months 
and  years  ? And  what  have  they  done  but  to  enrich  them- 
selves, while  the  common  fabric  of  credit  has  steadily  sunk 
lower  and  lower  toward  dissolution. 

It  is  my  firm  belief  that  nothing  short  of  a National  Bank, 
of  a magnitude  corresponding  with  the  crying  emergency  of  the 
times,  will  il  undershore”  the  superstructure  of  general  credit, 
and  save  all  branches  of  business  from  impending  ruin. 

The  common  spontaneous  objection  to  the  organization  of  a 
Bank  of  the  United  States  at  the  present  time,  is,  that  it  involves 
the  necessity  of  vesting  a dangerous  power  in  the  hands  of  a few 
persons.  The  same  objection  was  advanced  to  the  incorporation 
of  the  Bank  of  1791,  and  was  then  well  answered  by  Hamilton, 
who  said  in  his  report  to  Congress,  on  the  subject : “ If  the 

abuses  of  a beneficial  thing  are  to  determine  its  condemnation, 
there  is  scarcely  a source  of  public  prosperity  which  will  not 
speedily  be  closed.”  The  objection  was  not  verified  in  the  history 
of  the  administration  of  either  of  the  two  banks  chartered  by 
Congress.  Neither,  if  it  had  been  verified,  would  that  be  a sound 
and  sufficient  reason  for  failing  to  do  what  the  crying  emergen- 
cies of  the  country  demand  at  the  present  time.  The  power  of 
the  National  system,  with  its  two  thousand  banks  encircling  the 
whole  nation,  is  infinitely  more  susceptible  of  abuse  than  would 
be  the  organization  of  the  same  capital  under  a single  manage- 
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ment.  When  distrust  of  men  reaches  that  height  at  which 
society  dare  not  delegate  the  powers  necessary  to  its  own 
preservation  and  progress,  one  of  two  things  becomes  inevitable- 
despotism  or  chaos!  Who  is  to  determine  that  such  a state 
exists  ? There  can  be  little  doubt  of  it,  when  all  parties  cry 
out — demoralization,  corruption . The  question  is  not  now,  whether 
the  bank  power  shall  be  one  of  the  powers  of  society,  but 
in  what  shape  shall,  it  be  organized  ? Shall  it  be  in  that  of 
two  thousand  banks  under  the  management  of  thirty  thousand 
men,  who  are  unknown  and  out  of  reach,  or  in  that  of  one 
bank  with  a Board  of  twenty-five  or  fifty  responsible  directors,  who 
are  known  and  within  reach  of  the  law  ? 

Having  far  exceeded  the  limits  I had  proposed  to  myself  for 
this  article,  I am  compelled  to  an  abrupt  conclusion. 


The  Minnesota  Railroads. — The  Minnesota  Railroad  Commissioners  report 
that  at  the  end  of  June,  1874,  there  was  1,893  miles  of  railroad  in  the  State, 
since  which  time  40  miles  of  line  has  been  completed,  making  one  mile  of 
railroad  to  43.45  square  miles  of  territory.  These  roads  have  a capital  stock 
of  $31,740,060,  a funded  debt  of  $86,344,154,  and  a floating  debt  of  $6,255,025. 
The  stock  is  at  the  rate  of  $16,767  per  mile,  and  the  funded  debt  $32,904, 
and  the  floating  debt  $3,235  per  mile.  The  gross  earnings  of  all  roads  report- 
ing were  $6,194,669,  which  is  about  5 )/2  Per  cent,  on  the  stock  and  bonds. 
It  is  an  increase  of  12  per  cent  on  the  earnings  reported  for  the  previous  year. 
The  working  expenses  were  69  per  cent.,  and  the  net  earnings  $ 1,894,800. 
Per  mile  the  gross  earnings  were  $3,272,  the  working  expenses  $2,271,  and 
the  net  earnings  $1,001.  Subtracting  taxes,  this  is  reduced  to  $928  per  mile, 
which  is  less  than  two  per  cent,  on  the  stock  and  bonds,  and  less  than  three 
per  cent,  on  the  bonds  alone.  The  interest  on  debt  actually  paid  amounted 
to  $1,969,331,  or  $245,171  more  than  the  total  net  earnings,  and  only  about 
one-third  of  the  interest  due  was  paid. — Railroad  Gazette. 

Ohio  Railroads. — The  eighth  annual  report  of  the  Commissioner  of  Rail- 
roads and  Telegraphs  of  Ohio,  which  gives  the  returns  from  its  railroads  for 
the  year  ending  June  30,  1874,  shows  the  length  of  main  lines  and  branches 
in  the  State  to  be  4,374.44  miles,  an  increase  of  211.47  miles  during  the  year, 
against  376.35  miles  in  the  previous  year.  There  are  also  1,141.52  miles  of 
second  track  and  sidings,  being  97.34  over  the  previous  year.  The  cost  of  the 
roads  is  reported  as  $268,684,952,  equal  .to  $61,422  per  mile.  The  stock  and 
funded  and  floating  debts  of  these  roads  exceed  the  reported  cost  by  over 
ten  per  cent.,  being  $67,782  per  mile.  The  amounts  stated  are  $ 1 50,547,397 
stock,  $136,836,555  funded  debt,  and  $15,596,811  floating  debt. 

During  the  year  the  roads  carried  15,487,294  passengers — io)£  per  cent, 
more  than  the  preceding  year — and  26,199,435  tons  of  freight,  which  is  1%  per 
cent.  less.  The  avei'age  receipt  for  passengers  was  2.672  cents  per  mile.  On  31 
of  the  34  lines  the  tonnage  mileage  is  reported  as  3,717,622,979,  and  the  aver- 
age receipt  per  ton  per  mile  as  1.332  cents,  which  is  p-obably  a lower  average 
than  that  in  any  other  State.  The  proportion  of  earnings  of  the  railroads  for 
Ohio  was  $37,177,130;  the  working  expenses  were  $27,063,274,  and  the  net 
earnings  were  $10,113,856,  or  7 per  cent,  below  those  of  the  previous  year, 
and  less  than  4 per  cent,  on  the  cost  of  the  roads. 

A compilation  of  the  items  reported  is  made  by  the  Railroad  Gazette , and, 
when  compared  with  those  of  1872-3,  shows  that  with  an  increase  of  per 
cent,  in  the  cost  per  mile  of  the  roads,  there  is  a decrease  of  7 x/i  per  cent, 
in  their  receipts,  of  11  per  cent,  in  their  net  earnings,  and  of  12  per  cent, 
in  the  income  on  the  capital  invested. 


Digitized  by 


Google 


*875-]  LEGAL  MISCELLANY.  803 

THE  NEW  HOLIDAY  LAW  OF  NEW  YORK. 

An  Act  to  Designate  the  Holidays  to  be  observed  in  the  Acceptance  and 

Payment  of  Bills  of  Exchange , Bank  Checks , and  Promissory  Notes. 

Sec  1.  The  following  days,  viz.:  the  first  day  of  January, 
commonly  called  New  Year’s  day ; the  twenty-second  day  of  Feb- 
ruary, known  as  Washington’s  birthday;  the  thirtieth  day  of  May, 
known  as  Decoration  Day;  the  fourth  day  of  July,  called  Inde- 
pendence Day;  the  twenty-fifth  day  of  December,  known  as 
Christmas  Day;  any  general  election  day;  and  any  day  appointed 
or  recommended  by  the  Governor  of  this  State,  or  the  President 
of  the  United  States,  as  a day  of  thanksgiving,  or  fasting  and 
prayer,  or  other  religious  observance,  shall,  for  all  purposes  what- 
soever as  regards  the  presenting  for  payment  or  acceptance,  and 
of  the  protesting  and  giving  notice  of  the  dishonor  of  bills  of 
exchange,  bank  checks,  and  promissoiy  notes,  made  after  the  pas- 
sage of  this  act,  be  treated  and  considered  as  the  first  day  of  the 
week,  commonly  called  Sunday,  and  as  public  holidays;  and  all 
such  bills,  checks  and  notes  otherwise  presentable  for  acceptance 
or  payment  on  the  said  days,  shall  be  deemed  to  be  presentable 
for  acceptance  or  payment  on  the  secular  or  business  day  next 
preceding  such  holiday. 

Sec.  2.  Whenever  the  first  day  of  January,  the  twenty-second 
of  February,  the  thirtieth  day  of  May,  the  fourth  day  of  July,  or 
the  twenty-fifth  day  of  December,  shall  fall  upon  Sunday,  the 
Monday  next  following  shall  be  deemed  a public  holiday  for  all 
or  any  of  the  purposes  aforesaid;  provided,  however,  that  in  such 
case  all  bills  of  exchange,  checks  and  promissory  notes,  made  after 
the  passage  of  this  act,  which  would  otherwise  be  presentable  for 
acceptance  or  payment  on  the  said  Monday,  shall  be  deemed  to  be 
presentable  for  acceptance  or  payment  on  the  Saturday  preceding. 

Approved,  February  24,  1875. 


LEGAL  MISCELLANY. 

RECENT  DECISIONS  OF  THE  NEW  YORK  COURT  OF  APPEALS. 

{From  tk*  Albany  Law  Journal.) 

Alteration  of  Promissory  Note. 

This  was  an  action  upon  a promissory  note  by  plaintiffs  as  third 
indorsees,  against  the  maker.  The  defense  was,  that  the  note  had 
been  altered  after  its  delivery  by  the  insertion  of  a place  of  pay- 
ment; that  it  was  not  stamped  when  made  and  delivered,  the 
original  parties  to  it  having  agreed  that  it  should  not  be  stamped, 
but  that  it  be  merely  a receipt  or  memorandum  of  a transaction 
between  them,  out  of  which  the  giving  of  the  note  arose.  It  was 
stamped  before  plaintiffs,  who  were  bona  fide  holders  of  the  note 
for  value,  received  it.  Held,  that  the  note  being  perfect  in 
form,  except  the  blank  after  the  word  “ at  ” for  the  place  of  pay- 
ment, it  carried  with  it  an  implied  authority  for  any  bona  fide 
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holder  to  fill  the  blank,  and  the  insertion  of  the  place  of  payment 
and  the  negotiation  of  the  note  contrary  to  the  agreement  of  the 
original  parties  did  not  avoid  it  in  plaintiffs'  hand.  The  rule  is 
the  same  where  a note  is  given  not  to  be  used  or  filled  up  in 
any  way.  Also  held,  that  the  putting  on  of  a stamp,  although 
the  same  was  unintentionally  omitted,  did  not  invalidate  the  note. 
Benedict  v.  Cowden,  49  N.  Y.  396,  distinguished;  Redlich  et  al. 
v . Doll.  Opinion  by  Earl,  C. 


Promissory  Note — Bona  Fide  Holder. 

This  was  an  action  on  certain  promissory  notes.  The  answer 
alleged  that  they  were  deposited  by  defendants  with  the  payees, 
as  collateral  security  upon  a contract  between  the  parties,  that 
when  the  notes  became  due  the  payees  were  indebted  to  the  de- 
fendant to  an  amount  larger  than  the  notes,  and  that  the  payees 
charged  the  notes  against  such  indebtedness.  Upon  the  trial 
plaintiffs  president  was  sworn  as  a witness  in  its  behalf,  and  testi- 
fied in  substance  that  the  payees  of  the  notes  being  indebted  to 
plaintiff  upon  a call  loan  were  called  upon  to  pay,  that  they 
stated  they  did  not  wish  to  pay  then,  and  offered  additional 
security  if  the  loan  could  be  allowed  to  remain  a little  longef, 
and  thereupon  delivered  the  notes  to  plaintiff,  which  were  received 
and  placed  with  other  securities.  After  this  testimony  the  parties 
stipulated  that  the  case  should  be  decided  exclusively  upon  the 
question  whether,  on  the  evidence  given,  plaintiff  was  a bona  fide 
holder  for  value  of  the  notes : no  further  evidence  was  given  in 
the  case.  Held,  that  plaintiff  was  not  a bona  fide  holder  for  value, 
as  there  was  no  valid  agreement  for  forbearance,  that  the  rule 
authorizing  the  pledging  of  accommodation'  notes  as  security  for 
an  antecedent  debt  did  not  apply,  as  the  stipulation  must  be  con- 
sidered as  having  been  made  in  reference  to  the  defense  pleaded, 
which  was  available  against  all  except  a bona  fide  holder  who 
had  parted  with  value  upon  the  faith  of  them,  and  that,  therefore, 
a judgment  for  defendant  was  proper.  Atlantic  National  Bank  v . 
Franklin.  Opinion  by  Rapallo,  J. 


Stolen  Bonds. 

This  action  was  brought  to  recover  for  the  conversion  of  two 
U.  S.  bonds  for  $ 1,000  each,  payable  to  bearer.  Defendant  pur- 
chased them  in  the  ordinary  course  of  business,  and  paid  for  them 
their  full  market  value.  The  bonds  had  been  stolen  the  evening 
before  from  plaintiff,  and  printed  notices  describing  these  bonds 
with  others  had  been  left  at  defendant's  office  upon  the  cashier's 
desk  on  the  morning  of  the  purchase.  Plaintiff  testified  that  when 
he  demanded  the  bonds  of  defendant’s  cashier,  he  notified  him  of 
the  sending  of  the  notice,  and  that  the  cashier  replied  that  they 
did  not  care  for  notice.  Defendant  thereupon  called  the  cashier, 
and  after  he  had  testified  that  he  did  not  see  the  notice  to  his 
knowledge,  offered  to  prove  by  him  substantially,  that  bonds  of 
the  kind  stolen  were  received  and  paid  out  by  defendant,  and  by 
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bankers  and  brokers  generally,  as  money;  that  the  amount  of 
them  and  the  amount  stolen  was  so  great,  and  the  notices  of 
theft  and  loss  so  frequent,  that  it  was  impossible  for  defendant, 
without  stopping  its  business,  to  regard  the  notices  and  compare 
the  securities  offered  for  sale  therewith.  Plaintiff  objected  *to  this 
evidence,  and  it  was  excluded.  Held  (Reynolds  and  Gray,  CC., 
dissenting),  error;  that  disregard  of  or  omission  to  examine  the 
notice  alone  would  not  defeat  defendant’s  title,  or  deprive  it  of 
the  protection  extended  to  a bona  fide  purchaser,  but  that  the 
tendency  of  plaintiff’s  evidence  was  to  impress  the  jury  that  de- 
fendant was  not  such  a purchaser,  and  the  purpose  of  the  proof 
offered  was  to  remove  such  impression  and  to  repel  any  imputa- 
tion of  bad  faith,  and  therefore  the  evidence  was  proper. 

Also  held,  that  a dealer  in  U.  S.  bonds,  payable  to  bearer,  is 
not  bound  to  inquire  of  one  offering  to  sell,  as  to  his  right  or 
title  thereto,  or  to  take  any  special  precautionary  measures  to  as- 
certain or  protect  the  interests  of  others  in  case  of  the  purchase 
by  him  of  such  bonds  which  have  been  stolen;  an  omission  on 
his  part  to  examine  and  regard  a notice  of  the  theft  left  at  his 
place  of  business,  will  not  of  itself,  without  actual  knowledge  or 
notice,  deprive  him  of  the  character  of  a bona  fide  purchaser. 
(Reynolds  and  Gray,  CC.,  dissenting.) 

One  who  purchases  negotiable  paper  before  due  for  a valuable 
consideration,  in  good  faith,  and  without  actual  knowledge  or 
notice  of  any  defect  of  title,  holds  it  by  a title  valid  as  against 
every  other  person. 

Suspicion  of  a defect  of  title,  knowledge  of  circumstances  which 
would  excite  such  suspicion  in  the  minds  of  a prudent  man,  dis- 
regard of  means  of  information,  an  examination  of  which  would 
disclose  such  defect,  in  fine,  gross  negligence  at  the  time  of  the 
purchase  will  not  alone  defeat  his  title.  It  is  evidence,  but  not 
conclusive  of  bad  faith,  and  that  must  be  established  by  one 
seeking  to  impeach  such  title.  Seybel  v . Nat.  Cur.  Bank.  Opinion 
by  Lott,  Ch.  C. 


Promissory  Note — Statute  of  Limitations. 

This  action  was  brought  to  recover  a balance  on  a promissory 
note  for  $ 1,000,  made  by  H.  April  17,  1857,  payable  90  days 
from  date  at  the  bank  of  N.  Defendant  and  M.  indorsed  the 
note,  and  it  was  discounted  at  the  bank.  Before  the  note  ma- 
tured H.  failed,  and  made  an  assignment.  The  note  was  duly 
protested  for  non-payment;  soon  after  defendant  paid  thereon 
$ 500.  The  assignees  of  H.  made  a dividend  and  paid  to  de- 
fendant $ 90  to  apply  on  the  note.  Defendant  paid  $ 45  of  this 
sum  to  the  bank,  February  16,  1858,  telling  the  cashier  that  it 
was  a dividend  declared  by  the  assignees  of  H.  to  apply  on  the 
note,  and  that  he  paid  it  as  such.  June  8,  1858,  plaintiff  pur- 
chased the  note  of  the  bank,  paying  the  balance  due  thereon. 
This  action  was  commenced  against  defendant  as  indorser  Feb- 
ruary 13,  1864.  Held , that  defendant’s  payment  of  the  $ 45  was 
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a sufficient  acknowledgment  of  his  liability  to  take  the  case  out 
of  the  operation  of  the  statute  of  limitations. 

Also  held,  that  it  was  not  error  to  reject  defendant’s  offer  to 
prove  certain  equities  between  him  and  M.  That  plaintiff  suc- 
ceeded to  all  the  rights  of  the  bank  as  a bona  fide  holder,  and 
that  the  respective  liabilities  of  the  indorsers,  as  between  them- 
selves,  were  entirely  immaterial  to  the  bank  or  to  plaintiff.  Miller 
v . Talcott.  Opinions  by  Lott,  Ch.  C.,  and  Reynolds,  C. 


Principal  and  Agent — Usury. 

This  action  w'as  brought  upon  a promissory  note  payable  one 
year  from  date  with  interest. 

The  defense  was  usury.  The  note  was  given  for  money  loaned 
by  C.  as  agent  for  the  payee  to  defendant.  G.  C.  was  only 
authorized  to  loan  the  money  at  legal  interest,  and  the  payee 
knew  nothing  of  the  transaction  between  C.  and  G.  G.  testified 
substantially  that  he  agreed  to  pay  ten  per  cent,  for  the  use  of 
the  money,  and  that  he  paid  to  C.  $ io,  the  surplus  over  the 
amount  secured  by  the  note.  C.  testified  that  the  agreement  was 
only  for  seven  per  cent.  The  court  charged  in  substance,  that  if 
C.  was  authorized  to  make  the  loan  at  lawful  interest,  and  did  so 
make  it,  and  took  the  note  thereupon,  defendant  knowing  of  the 
agency,  the  note  was  not  usurious,  although  C.  at  the  same  time 
made  a separate  agreement  with  defendant  that  he  should  pay  for 
her  benefit  $ io  over  and  above  lawful  interest,  provided  plaintiff 
had  no  knowledge  and  in  no  way  sanctioned  such  agreement 
Held,  error,  as  there  w*as  no  evidence  of  any  such  separate  agree- 
ment. 

Also  held,  that  if  the  agreement  was  as  testified  to  by  G.,  al- 
though made  without  the  knowledge  or  consent  of  the  payee,  and 
although  the  excess  over  lawful  interest  was  received  and  appro- 
priated by  C.,  yet  the  note  was  usurious  and  void.  (Condit  v. 
Baldwin,  21  N.  Y.  219,  distinguished.)  Algur  v . Gardner  et  el. 
Opinion  by  Reynolds,  C. 


Liability  of  Bank  on  Acceptance  of  Check. 

This  action  was  brought  to  recover  the  amount  of  a check.  It 
appeared  that  in  February,  1866,  one  B.  drew  his  check,  dated 
March  1,  1866,  upon  defendant,  doing  business  at  A.  There  was 
written  on  the  face  of  the  check,  “Accepted,  A.  J.  Chester,  A. 
Cash.”  C.,  who  wrote  it,  had  been  appointed  by  defendant  assist- 
ant-cashier, for  the  special  purpose  of  signing  circulating  notes. 
He  wrote  it  without  authority  and  in  violation  of  duty.  The 
check  was  put  in  circulation  in  February,  and  was  cashed  by 
plaintiff,  in  New  York,  on  March  2,  1866,  in  the  morning,  he  not 
having  notice  of  any  defects,  save  what  appeared  on  its  face* 
Held  (Lott,  Ch.  C.,  and  Earl,  C.,-  dissenting),  that  in  the  absence 
of  proof  of  prior  practice  or  usage,  defendant  could  not  be  bound 
by  the  acceptance,  even  in  favor  of  a bona  fide  holder;  but  that 
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plaintiff  could  not  be  held  to  stand  in  that  capacity,  as  the  accept- 
ance was  not  the  common  form  used  by  banks  to  indicate  funds 
on  deposit  to  the  amount  of  a check,  as  the  acceptance  appeared  to 
be  by  a subordinate  officer,  whose  authority  must  be  shown,  or  facts 
estopping  defendant  from  denying  it,  and  as  the  check,  if  accepted 
at  its  date,  could  not,  as  the  evidence  showed,  have  reached  New 
York  in  the  ordinary  course  of  the  mails  at  the  time  it  was 
cashed,  which  facts  were  enough  to  put  the  plaintiff  upon  inquiry. 
Pope  v . Bank  of  Albion.  Opinion  by  Reynolds,  C. 


THE  RIGHTS  OF  NATIONAL  BANKS  IN  LIQUIDATION. 

Several  attachments  having  been  sued  out  by  the  creditors  of  the  Cook 
County  National  Bank  of  Chicago,  since  it  passed  into  the  hands  of  a receiver, 
a sheriff  of  a State  court  proceeded  to  levy  'upon  its  property.  Action  of 
replevin  was  also  brought  to  recover  certain  securities  in  charge  of  the  bank. 
The  receiver  of  the  bank  sought  relief  in  an  application  for  injunction,  brought 
before  the  United  States  Circuit  Court,  Judge  Blodgett  presiding. 

The  provisions  of  the  national  banking  act  which  were  relied  upon  to  sus- 
tain the  petition,  are  these:  “It  is  the  duty  of  the  Comptroller  also  to  appoint 

a receiver,  who  is  required  * to  take  possession  of  the  bank’s  records  and  assets 
of  eveiy  description  of  such  association,  collect  all  debts,  dues,  and  claims 
belonging  to  such  association;  and,  upon  the  order  of  a Court  of  Record  of 
competent  jurisdiction,  may  sell  or  compound  all  bad  or  doubtful  debts;  and, 
on  a like  order,  sell  all  the  real  and  personal  property,  on  such  terms  as  the 
Court  shall  direct.’ 

“The  act  further  provides  that,  having  converted  the  assets  of  the  associa- 
tion into  money,  the  receiver  shall  transmit  the  same  to  the  Comptroller,  who 
shall  first  pay  the  Government  any  loss  it  may  have  sustained  over  and  above 
the  value  of  the  bonds  deposited  for  the  redemption,  of  the  bills,  and  shall 
then  divide  the  balance  equally  among  all  the  creditors. 

“The  act  also  provides  that  any  person  having  a claim  against  the  bank  may 
adjust  it  with  the  receiver,  or  may  obtain  a judgment  in  the  State  or  United 
States  Courts,  and,  in  settling  with  the  creditors,  the  Comptroller  takes  into 
consideration  the  claims  adjusted  by  the  receiver,  and  also  all  judgments 
obtained  in  the  courts.” 

Judge  Blodgett  delivered  the  decision  of  the  Court  as  follows: 

“Upon  consultation  with  Judge  Drummond  they  both  agreed  that  the 
injunction  writ  ought  to  issue  at  this  time.  Judge  Drummond  was  at  first 
inclined  to  think,  as  he  himself  had  suggested  dunng  the  argument,  that  the 
proper  course  to  pursue  would  have  been  to  move  to  quash  the  attachment  in 
the  Superior  Court ; but  upon  reflection  they  fully  agreed  that  inasmuch  as  the 
attachment  was  void  and  not  voidable,  therefore  it  was  the  duty  of  this  Court 
to  issue  the  injunction.  It  was  plain  that  this  attachment  suit  should  be 
restrained  even  without  the  aid  of  the  amendatory  act  of  Congress  of  March 
3,  1873,  which  absolutely  prohibits  proceedings  by  attachment  against  a National 
bank  until  judgment,  and  that,  upon  the  showing  in  the  present  case  that  the 
bank  had  committed  an  act  of  insolvency,  and  was  being  wound  up  by  a receiver, 
the  matter  comes  under  the  general  equitable  jurisdiction  of  the  Federal  Court, 
as  the  attachment  would  interfere  with  the  winding  up  of  the  corporation. 

“If  each  creditor  of  an  insolvent  National  bank  were  allowed  to  get  out 
attachments,  then  it  simply  became  a race  between  creditors — an  unseemly 
grabbing  after  the  assets.  The  National  banking  law  does  not  contemplate 
any  priority  among  creditors.  They  must  all  await  the  action  of  the  receiver, 
and  receive  their  pro  rata  after  the  assets  have  been  converted.  Therefore, 


Digitized  by  LjOOQle 


8o8 


banker’s  magazine. 


[April, 


without  the  aid  of  the  act  of  1873,  this  proceeding  would  be  enjoined  under 
the  general  equitable  jurisdiction  of  this  Court.  It  was  the  obvious  intent  of 
the  amending  act  of  1873  to  prevent  any  interference,  by  attachment  or  injunc- 
tion with  a National  bank  at  any  time;  but  this  was  more  applicable  to  a living 
than  to  a dead  bank.  In  this  case,  however,  of  a dead  banlc,  it  might  as  well 
be  claimed  that  a creditor  could  attach  property  belonging  to  a dead  man’s 
estate,  and  so  take  the  settlement  of  the  estate  out  of  the  nands  of  his  admin- 
istrator as  to  attach  property  belonging  to  a bank  after  suspension  and  the 
appointment  of  a receiver. 

“The  same  reasons  apply  to  the  replevin  suit  of  M.  Kasprowici  & Co. 
against  Mr.  Burley,  as  it  was  an  open  question  whether  the  • securities  sought 
to  be  replevied  should  be  held  by  the  bank  as  assets,  or  whether  the  bank 
was  merely  a bailee  without  any  interest.  This  question,  and  all  others,  could 
be  better  settled  by  the  receiver,  on  application  to,  and  under  the  direction  of, 
the  Federal  Court. 

“This  was  a better  course  than  to  allow  the  assets  to  be  consumed  in  a 
series  of  suits  in  various  courts,  thus  subjecting  the  estate  to  expense  and  the 
receiver  to  needless  vexation. 

“Injunctions  will  therefore  go  against  the  defendants  in  both  cases,  but,  of 
course,  not  against  the  State  Court.  The  sheriff  will  not  be  enjoined,  as  it  is 
not  the  practice  to  enjoin  the  officers  of  other  courts.  The  defendants  must 
see  that  the  sheriff,  who  moves  solely  under  their  authority,  takes  no  proceed- 
ings in  violation  of  the  injunction.” 


TREASURY  CALLS  OF  5-20  BONDS  FOR  REDEMPTION. 


The  Secretary  of  the  Treasury  has  issued  during  March  two  calls  for  the 
redemption  of  5-20  bonds  of  1802,  as  follows,  the  numbers  being  inclusive  in 
each  case: 

FIFTEENTH  CALL.— March  1,  1875. 

Matures  June  I,  1875 — $5,000,000. 

Coupon  Bond*. 

$50 — No.  8,351  to  No.  10,000 $500— No.  11,101  to  No.  13,600. 

$ 100— No.  23,101  to  No.  27,500 $ 1,000— No.  33,701  to  No.  39,000. 


SIXTEENTH  CALL.— March  11.  1875. 


Matures  June  II,  1875— 
Coupon  Bonds — Fourth  Series. 

$50 — No.  10,001  to  No.  15400  ... 

$ 100— No.  27,501  to  No.  40,000 
$500— No.  13,001  to  No.  20,000 
$ 1,000— No.  39,001  to  No.  66,000  .. 

Total $24,063,750 


■Amount,  $30,000,000. 

Registered  Bonds. 

$50 — No.  2,001  to  No.  2,125 
$ 100— No.  15,551  to  No.  16,743 
$500— No.  8,651  to  No.  9,154 
$ 1,000— No.  35,701  to  No.  38,073 
$5,000— No.  11,601  to  No.  12,320 
$ 10,000— No.  15,501  to  No.  19,341 

Total $5»936»25° 


Bonds  embraced  in  this  call  will  be  paid  at  any  time  previous  to  their  ma- 
turity upon  presentation,  with  interest  to  date  of  such  payment,  at  the  Treas- 
ury of  the  United  States  in  the  city  of  Washington,  or  at  the  office  of  the 
Assistant  Treasurer  of  the  United  States  in  the  city  of  New  York.  Registered 
bonds  should  be  assigned  to  the  “ Secretary  of  the  Treasury  for  redemption.” 
This  call  is  for  the  purpose  of  obtaining  bonds  for  the  Sinking  Fund,  by 
virtue  of  the  authority  given  by  section  11  of  the  Act  making  appropriations 
for  sundry  civil  expenses  of  the  Government  for  the  fiscal  year  ending  June 
30,  1876,  and  for  other  purposes,  approved  March  3,  1875,  and  in  compliance 
with  sections  3,694  to  3,697,  inclusive,  of  the  Revised  Statutes  of  the  U.  S. 
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NATIONAL  BANKS  OF  THE  CITY  OF  NEW  YORK. 


Abstract  of  Reports 


Made  to  the  Comptroller  of  the  Currency,  showing  the  condition 
of  the  National  Banks  of  the  City  of  New  York,  at  the  close  of 
business,  February  28,  1873,  February  27,  1874,  and  March  1, 
i875- 


LIABILITIES . 

Capital  stock  paid  in 

Surplus  fund 

Undivided  profits 

National  bank  notes  outstanding 
State  bank  notes  outstanding  .. 

Dividends  unpaid 

Individual  deposits 

U.  S.  Deposits 

Deposits  of  U.  S.  Disb’g  Officers 

Due  to  National  banks 

Due  to  State  banks  and  bankers 
Notes  and  bills  re-discounted... 
Bills  payable 


Feb.  27,  ’74- 
48  Banks. 

$69,235,000 

21,937.705 

1 1,462,268 


27.085,342 

122,835 

177,653 

163,184,295 

423,716 

40,057 

78,834,937 

25,824,395 


Fib.  28,  ’73. 

50  Banks. 

$ 71,285,000 
.. . 21,304,808 

...  10,233,861 

...  27,964,671 

147,387 
256,822 
...  208,629,378 
266,935 

96424 

...  74,364,848 

...  18,307426 

67,910 

48479 


March  x,  *75. 
48  Banks. 

$ 68,500,000 
22,528,834 
11,101,911 

‘93>443 


239,108 


76,263,729 

28,413,019 


200,000 


Aggregates $ 398,328,207  $ 432,983,953 


$403,698,770 


RESOURCES. 

Loans  and  discounts $202,0*8,582 

Overdrafts 383,175 

U.  S.  bonds  to  secure  circulation  33,833,100 

U.  S.  bonds  to  secure  deposits  . 650,000 

U.  S.  bonds  on  hand 5,143,830 

Other  stocks,  bds.  and  mortgages  5,256,708 

From  other  National  banks 10,194,087 

From  State  banks  and  bankers.  1,901,120 

Real  estate,  furniture,  &c 8,504,600 

Current  expenses 1,134,561 

Premiums  paid 1,647482 

Checks  and  other  cash  items...  1,546,693 

Exchanges  for  clearing-house...  46,387,021 

Bills  of  other  National  banks..  4,204,830 

Bills  of  State  banks 2,340 

Fractional  currency 271,970 

Specie 24,686460 

Legal-tender  notes 26,646,542 

U.  S.  certificates  of  deposit....  23,875,000 

Three  per  cent,  certificates 

Five  per  cent  redemption  fund. . 

Due  from  U.  S.  Treasurer,  other 
than  preceding 


$ 199,071,826 
277,387 

34.358,ioo 

700,000 

3.747.550 

3.571.897 

13,849,887 

1,971,250 

8.547,345 

1,166,162 

826,717 

1,609,934 

110,965410 

1.556,527 

3,965 

298,942 

13498,549 

24,532,500 

10,890,000 

1,540,000 


$204,576448 

395.715 
. 29,131,100 
650,000 
. 11,264,550 
7,011,129 

- 14.152,959 
2,199,161 
9,060,156 
1,176,828 

. 1,853,072 

- 1,849.794 

- 594io,97o 

. 2,113,062 

«35 
304,605 
. 11,706,715 
. 19,292,047 

- 25,317,201 

1,536401 

666,015 


Aggregates 


$398,328,207  $432,983,953  $ 403, 698, 770 
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BANKING  AND  FINANCIAL  ITEMS. 


Recent  Acts  of  Congress. — Among  the  acts  passed  during  the  second  ses- 
sion of  the  Forty-third  Congress,  the  following  relate  to  National  Banks,  viz.: 

An  Act  to  amend  the  National  Bank  act,  and  fixing  the  compensation  of 
National  Bank  examiners. 

An  Act  authorizing  the  Citizens*  National  Bank  of  Sanbornton,  N.  H.,  to 
change  its  name. 

An  Act  to  authorize  the  consolidation  of  the  Auburn  City  National  Bank 
and  the  First  National  Bank  of  Auburn,  New  York. 

An  Act  to  authorize  the  change  of  the  name  of  the  Second  National  Bank 
of  Jamestown,  New  York. 

Instructions  to  National  Banks.— A circular  from  the  Redemption 
Agency  of  the  Treasury  Department,  issued  March  7th,  thus  indicates  the 
methods  by  which  time  and  expense  may  be  economized: 

In  order  to  facilitate  the  issue  of  new  circulating  notes  by  the  Comptroller 
of  the  Currency  in  return  for  National  Bank  notes  redeemed  by  this  agency, 
the  redeemed  notes  are  in  all  cases  delivered  to  the  Comptroller  within  twenty- 
four  hours  after  my  calls  are  made;  and  as  soon  as  the  reimbursing  draft  is 
received,  or  the  reimbursing  remittance  counted,  he  is  advised  mat  a like 
amount  in  new  notes  may  be  forwarded.  Delays  in  forwarding  new  notes  to 
banks  are  often  due  to  the  exhaustion  of  their  new  notes  in  the  Comptroller’s 
hands,  and  to  their  failure  to  order  an  additional  supply  in  good  season.  The 
cost  of  printing  the  new  notes  is  defrayed  by  the  United  States.  It  saves 
time,  labor,  and  expense  for  express  charges,  to  reimburse  by  draft  instead  of 
United  States  currency. 

When  banks  hold  National  Bank  notes  unfit  for  circulation,  which  they  intend  to 
send  to  this  Agency  for  redemption,  such  notes  may  be  forwarded  to  reimburse  me 
for  their  notes  redeemed,  as  well  as  in  anticipation  of  calls,  as  heretofore,  thus 
saving  the  express  charges  on  the  legal-tender  notes,  which  would  otherwise  be 
returned.  United  States  currency  ana  National  Bank  notes,  whether  for  redemp- 
tion or  credit,  should  always  be  forwarded  in  separate  packages,  properly  marked 
with  the  amount  and  nature  of  the  contents,  ana  should  be  accompanied  by  sepa- 
rate letters  of  advice.  Only  notes  clearly  unfit  for  circulation  are  delivered  to 
the  Comptroller  of  the  Currency  for  destruction.  Notice  of  the  amount  of  the 
notes  fit  for  circulation  redeemed  for  each  bank  will  be  given  in  due  time. 

F.  E.  Spinner, 

Treasurer  U.  S.  and  Redemption  Agent. 

The  Right  of  Search  for  Unstamped  Checks. — The  following  letter 
has  been  received  by  the  Revenue  Reform  Association.  It  is  in  reply  to  one 
addressed  to  the  Comptroller,  asking  what  right  the  Internal  Revenue  agents 
had  to  institute  an  inquisition  into  the  affairs  of  banks,  with  a view  to  ascer- 
taining whether  they  hold  any  unstamped  vouchers : 

Treasury  Department,  ) 

Office  of  Comptroller  of  Currency,  > 
Washington,  March  13,  1875.  ) 

SIR:  I have  received  your  letter  of  the  nth  inst.,  with  inclosure.  The 

Commissioner  of  Internal  Revenue  claims  the  right,  under  Section  37  of  the 
Act  of  June  3,  1864,  and  Section  49  of  Act  of  July  20,  1868,  to  make  exam- 
ination of  checks  in  National  banks,  with  the  view  to  ascertain  whether  the 
required  stamp  has  been  affixed  thereto.  Whether  he  has  such  ri^ht  has  never 
been  judicially  determined,  but  if  any  National  bank  shall  object  to  such 
examination,  an  issue  may  be  made,  and  the  question  brought  before  the 
courts  for  adjudication.  Very  respectfully,  Jno.  Jay  Knox,  Comptroller. 
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Mutilated  Currency. — The  Secretary  of  the  Treasury  has  decided  to 
return  to  the  old  method  of  redeeming  mutilated  United  States  currency,  by 
which  a reduction  is  made  proportional  to  the  part  of  the  note  that  is 
missing.  The  change  is  to  take  effect  on  the  1st  of  April. 

The  Taxation  of  Bank  Shares.— The  United  States  Supreme  Court  has 
recently  decided  a point  which  is  of  importance,  in  the  case  of  Hepburn  vs. 
The  School  Directors  of  the  borough  of  Carlisle,  Pa. ; Error  to  the  Supreme 
Court  of  Pennsylvania. — Where  bank  shares  are  worth  150  per  cent,  they  may 
be  rated  at  that  amount  for  taxation ; it  is  not  the  amount  of  money  investea 
which  is  wanted  for  taxation,  but  the  amount  of  moneyed  capital  which  the 
investment  represents  for  the  time  being.  The  Chief  Justice  delivered  the 
opinion. 

Forged  Coupons. — Some  apprehension  was  created  in  Wall  street  on  March. 
4th,  by  the  announcement  that  forged  bonds  of  the  Wabash  and  Western 
Railroad,  of  $1,000  each,  were  afloat.  It  was  found  that  thirty-five  coupons 
of  $50  each  of  bonds  No.  2 had  been  returned  to  the  Company  from  the 
Metropolitan  National  Bank,  where  all  their  coupons  are  paid,  and  these  were 
at  once  prononneed  to  be  forgeries.  They  were  due  in  November  last,  and 
were  paid  shortly  after  that  time.  The  bank  was  deceived  by  not  keeping  an 
account  of  the  numbers  of  bonds  and  coupons,  and  will  lose  the  amount  of 
the  coupons,  $1,750. 

The  Ocean  National  Bank. — The  majority  report  of  the  Congressional 
Committee  on  the  subject  of  the  New  York  Ocean  National  Bank,  fully  exon- 
erates the  receiver,  and  the  minority  report  originally  signed  by  only  three  of. 
the  Committee  expresses  a contrary  opinion.  It  is  now  ascertained  that  since 
the  adjournment  of  Congress  two  of  the  members  of  the  Committee  on  Bank- 
ing and  Currency  have  signed  the  minority  report,  thus  making  a tie  in  the 
Committee,  excepting  Mr.  Phelps,  who  did  not  sign  either  report. 

Cashier  Sent  to  Prison.— In  the  United  States  District  Court  at  New 
Haven,  on  March  16th,  A.  J.  Hine,  formerly  Cashier  of  the  Ansonia  National 
Bank,  was  tried  for  deceiving  the  Bank  Commissioner  by  false  statements  con- 
cerning the  bank’s  account  with  Henry  Clews  & Co.  He  pleaded  guilty  to  the 
charge,  and  was  sentenced  to  five  years  in  the  county  jail.  A nolle  prosequi 
was  entered  on  seven  other  counts. 

Georgia. — The  new  usury  law  of  Georgia  authorizes  12  per  cent,  per  annum 
to  be  charged  by  special  contract,  the  legal  rate  being,  otherwise  7 per  cent. 
The  penalty  of  taking  an  excess  is  forfeiture  of  the  interest. 

Interest  on  Balances. — There  is  a project  under  way  among  the  banks 
in  Chicago  to  secure  a general  reduction  of  the  rate  of  interest  paid  on 
deposits.  The  rate  has  recently  been  reduced  in  Boston  from  four  per  cent, 
to  three  per  cent.,  and  a reduction  has  also  been  effected  in  New  York.  The 
banks  here  pay  varying  rates.  Most  of  them  pay  four  per  cent.  There  are 
cases  in  which  as  high  as  six  per  cent,  is  paid.  The  Cook  County  paid  some 
of  its  depositors  ten  per  cent. — Chicago  Tribune . 

Illegal  Bonds. — A recent  decision  of  the  United  States  Supreme  Court, 
invalidating  the  Topeka  (Kansas)  bridge  manufactory  bonds,  announces  the 
principle  that  a Legislature  cannot  pass  a statute  creating  a debt  unless  it  has 
power  to  levy  a tax  in  aid  of  the  purpose  for  which  the  debt  is  created.  The 
Legislature  of  Kansas  has  no  power  to  tax  the  citizens  of  Topeka  in  aid  of  a 
manufactory;  it  therefore  cannot  pass  a statute  creating  a debt  for  that  purpose.. 
“There  can  be  no  lawful  tax,  says  the  decision,  “which  is  not  laid  for  a 
public  purpose .”  The  Chicago  Tribune  thinks  this  decision  may  be  made  avail- 
able to  invalidate  many  of  the  municipal  debts  of  Illinois. 

Notaries  Public. — A bill  has  been  introduced  in  the  Legislature  of  Mas- 
sachusetts, providing  that  no  person  being  a stockholder,  director,  cashier, 
teller  or  otner  officer  in  any  bank,  or  holding  any  office  or  appointment  of 
trust  or  profit  under  the  Constitution  or  laws  of  the  United  States,  shall  be 
appointea  to  the  office  of  notary  public;  and  that  no  notary  public  holding  an 
.office  mentioned  shall  hereafter  protest  any  negotiable  instrument. 
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Maine. — Two  new  banks  in  Auburn  will  open  business  about  May  I.  One 
will  be  the  “National  Shoe  and  Leather  Bank  of  Auburn.”  Capital,  $150,000. 
The  other,  a savings  bank,  will  be  the  “ Mechanics’  Savings  Bank  ” of  Au- 
burn, Maine. 

Missouri. — At  a meeting  of  the  Board  of  Directors  of  the  Bank  of  North 
America,  St.  Louis,  on  March  11,  the  following  officers  were  elected:  Presi- 
dent, F.  B.  York;  Vice-President,  Alfred  Bevis  ; Cashier,  Albert  Witzleben. 
Mr.  F.  B.  York  has  been  one  of  the  banking  firm  of  Parker,  York  & Co.,  of 
Coffeyville,  Kansas,  who  retired  from  business  on  March  1st. 

Bank  Robbery  Frustrated. — An  attempt  was  made  on  the  night  of  Sat- 
urday, March  13,  to  rob  the  savings  bank  at  Osceola,  Mo.,  but  the  officers  of 
the  bank,  having  been  warned,  had  a force  inside  of  the  bank.  When  the 
robbers  entered  the  bank  they  were  fired  upon.  One  was  wounded  and  cap- 
tured, and  the  others  fled. 

New  York. — The  uncertainties  of  the  law  relating  to  legal  holidays  in 
this  State,  have  at  last  been  removed  by  the  passage  of  the  Legal  Holiday  Act, 
the  text  of  which  appears  on  another  page.  By  this  act  all  paper  is  payable, 
beyond  question,  on  the  business  day  next  preceding  such  holidays.  The  ef- 
forts of  Mr.  David  M.  Stone,  editor  of  the  New  York  Journal  of  Commerce , 
have  largely  contributed  to  this  long-needed  action. 

A bill  passed  the  Assembly  on  March  17th,  to  prevent  individuals  and  cor- 
porations from  doing  business  under  names  indicating  that  they  are  incorpo- 
rated banks  or  banking  associations. 

It  provides  that  individuals  shall  not  be  prohibited  from  doing  a banking 
business  as  individuals  with  the  title  of  “bankers”  or  “banking  office.” 

Promissory  Notes. — A recent  decision  of  the  Superior  Court  of  Cincinnati, 
upon  the  question  of  due  diligence  in  making  demand  of  a principal,  is  thus 
summarized : 

Joseph  P.  Montfort  et  al.  vs . Francis  Baker  and  Mary  De  Camp.  Before 
Judge  Tilden. — The  suit  was  op  a promissory  note.  There  was  a demurrer 
to  the  original  petition  on  the  ground  that  it  omitted  to  aver  that  the  maker, 
Francis  Baker,  had  removed  from  the  State  at  the  time  the  note  became  due, 
and  the  question  arose  as  to  the  necessity  of  an  averment  of  demand  for  pay- 
ment having  been  made.  The  Court  remarked  that  the  rule  is  settled  now, 
that  where  demand  has  not  been  made,  and  the  holder  of  the  note  seeks  to 
excuse  himself  for  not  making  it,  he  must  state  the  grounds  specially  in  his 
declaration ; and  the  question  arising  upon  the  demurrer  is,  wnether  the  cir- 
cumstances amount  to  an  excuse  for  not  presenting  the  note.  This  involves 
the  law  of  diligence.  The  holder  of  commercial  paper  takes  it  on  the  under- 
standing that  demand  will  be  made  on  the  principal,  and  this  principle  requires 
of  the  holder  not  an  impossibility,  but  the  exercise  of  diligence.  It  appears 
by  the  averment  that  Batcer  had  nis  place  of  business  on  the  corner  ofWalput 
and  Sixth  streets;  that  the  notary  presented  the  note  there,  but,  on  inquiry, 
ascertained  that  the  maker  had  removed  his  place  of  residence  to  Louisville, 
Ky.  The  decision  in  14  Ohio  determined  the  question,  that  diligence  does  not 
require  the  holder  of  a note  given  by  a party  in  one  State  to  follow  that  party 
into  a foreign  jurisdiction,  ana  there  present  it.  The  demurrer  would  be  over- 
ruled. 

Pennsylvania. — The  Fifth  National  Bank  of  Pittsburgh  commenced  business 
in  March,  succeeding  to  the  business  of  the  St.  Clair  Banking  Company,  under 
the  management  of  the  same  officers,  Robert  Arthurs,  President,  and  L.  Hal- 
sey  Williams,  Cashier;  Mr.  George  F.  Huff,  of  Greensburg,  is  Vice-President 

During  the  first  session  of  the  Forty-third  Congress,  a special  act  was  passed 
allowing  the  Farmers’  National  Bank  of  Greensburg  to  remove  to  Pittsburgh 
as  the  Fifth  National  Bank  of  that  city.  The  stockholders  of  the  St.  Clair 
Banking  Company  having  purchased  an  interest  in  the  stock  of  the  Fanners’ 
National,  the  two  institutions  are  consolidated  as  above. 

Rhode  Island. — Mr.  Benjamin  White,  for  forty  years  the  cashier  of  the 
Phoenix  Bank,  of  Providence,  and  of  its  successor,  the  Phoenix  National  Bank, 
died  on  March  15th,  aged  seventy-three  years.  He  was  the  oldest  bank  cash- 
ier in  Providence. 
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The  Bank  of  Tennessee. — The  Supreme  Court  of  the  State  of  Tennessee 
rendered  a decision  on  March  6th  in  the  case  of  the  holders  of  notes  of  the 
new  issue  of  the  Bank  of  Tennessee,  deciding  that  it  is  a legal  issue  and  a 
preferred  claim  against  the  assets  of  the  bank.  It  is  considered  that  this  de- 
cision virtually  makes  the  State  liable. 

The  Imperial  Bank  of  Canada. — A meeting  of  the  stockholders  for  the 
organization  of  this  bank  was  held  at  Toronto  on  February  26th.  Mr.  H.  S. 
Howland,  who  was  called  to  the  chair,  stated  that  $600,000  of  the  capital 
stock  had  been  subscribed,  and  twenty  per  cent,  of  this  amount  was  already 
paid  up.  The  authorized  capital  is  $ 1,000,000,  which  sum  will  be  nearly  reached 
by  a proposed  amalgamation  with  the  Niagara  District  Bank.  An  election  of 
Directors  of  the  new  bank  was  held  at  the  meeting,  and  officers  afterwards 
chosen,  as  follows:  President,  H.  S.  Howland  (late  Vice-President  of  Canadian 

Bank  of  Commerce);  Vice-President,  Thomas  R.  Merritt  (President  Niagara 
District  Bank);  Cashier,  D.  R.  Wilkie  (late  Manager  Quebec  Bank,  Toronto). 
The  Imperial  Bank  begins  business  immediately,  its  head  office  being  at 
Toronto. 

Molsons  Bank. — At  the  meeting  in  February  of  the  Directors  of  the  Mol- 
sons  Bank,  Montreal,  Mr.  John  Molson,  heretofore  Vice-President,  was  elected 
President  (in  the  place  of  the  late  Wm.  Molson,  Esq.).  Mr.  Thomas  Workman 
was  elected  Vice-r  resident,  and  the  Hon.  D.  L.  McPherson  to  fill  the  vacancy 
in  the  Direction. 


The  Rights  of  a Drawer  to  Stop  a Check. — The  following  decision  of 
the  English  Court  of  Exchequer  Chamber,  in  the  case  of  Glyns  v.  Mesa,  is 
furnished  by  the  London  Economist: 

“The  decision  is  to  the  effect  that  a check  is  to  be  treated  as  any  other  bill 
of  exchange,  rendering  the  drawer  liable  to  be  sued  upon  it,  if  unpaid,  by  any 
bona  fide  holder,  who  is  not  affected  by  an  ‘equity’  attaching  to  the  party  to 
whom  or  on  whose  account  the  check  was  given.  The  circumstances  of  the 
present  case  were  that  the*  plaintiffs,  being  the  bankers  of  Messrs.  Lizardi, 
who  failed  two  ^years  ago,  pressed  them  for  payment  of  their  overdrafts  or  for 
additional  security,  and  when  doing  so,  on  the  eve  of  the  failure,  received  from 
them  an  order  on  the  defendants  to  pay  the  amount  of  two  bills  for  ,£2,000, 
for  which  order  the  plaintiffs  gave  the  defendants  the  check  now  in  question, 
which  the  latter  immediately  placed  to  the  credit  of.  Lizardi’s  account.  The 
defendants,  hearing  meanwhile  that  Lizardi  had  stopped  payment,  instructed 
their  bankers  not  to  pay  the  check,  upon  which  the  plaintiffs  immediately  sued. 
Two  points  were  thus  raised— one,  whether  the  exchange  of  the  order  from 
Lizardi  on  the  defendants  for  a check  by  the  latter  was  a consideration  between 
them  and  the  plaintiffs;  and  the  other,  whether  the  plaintiffs  had  not  in  any 
case  a good  title  to  the  check,  even  if  they  had  received  it  direct  from  Messrs. 
Lizardi,  on  the  ground  that,  being  given  for  an  antecedent  debt,  there  was  a 
valid  consideration  which  prevented  them  from  being  affected  by  the  equities 
attaching  to  Lizardi.  The  Court  below  had  given  most  attention  to  the  first 
point,  holding  that  the  giving  up  of  the  order  on  the  defendants  td  pay  the 
amount  was  a valid  consideration  for  the  check  as  between  the  plaintiffs  and 
the  defendants;  but  the  Court  of  Error  now  went  further,  and  decided-,  with 
reference  to  the  second  point  exclusively,  that  *a  negotiable  security  given  for 
such  a purpose  is  a conditional  payment  of  the  debt,’  and  being  taken  by  the 
creditor  as  ‘money’s  worth,’  is  as  truly  his  property  as  the  money  which  it  repre- 
sents would  have  been  if  paid  in  Bank  of  England  notes  or  coin.  The  defense 
had  been  that  a check  was  different  from  a bill  of  exchange  at  however  short  a 
date,  because  in  the  latter  case  the  creditor  gave  delay  to  his  original  debtor, 
and  this  was  a consideration  entitling  the  creditor  to  proceed  against  the  drawer, 
while  there  was  no  such  consideration  in  reference  to  a check  payable  imme- 
diately; but  the  Court,  it  will  be  seen,  refused  to  recognize  the  distinction,  and 
has  placed  a check  on  the  same  footing  as  other  bills  of  exchange.  It  is  to 
be  regretted,  perhaps,  that  the  Court  was  not  unanimous,  Lord  Justice  Coleridge 
having  dissented  from  his  colleagues  in  an  elaborate  judgment,  on  the  ground 
that  a check  is  not  a bill  of  exchange,  but  an  instrument  sui  generis;  but  the 
common  sense  of  the  matter  is  so  plain  that  we  hope  there  is  no  chance  of  an 
appeal  or  an  alteration  of  the  law  as  now  settled.” 
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STAMPS  ON  VOUCHERS. 

OFFICIAL  INTERPRETATION  OF  THE  ACT  OF  FEBRUARY  8,  1875. 

Mr.  F.  D.  Tappen,  President  of  the  Gallatin  National  Bank  of  this  city, 

. addressed,  in  behalf  of  himself  and  other  bankers,  a letter  to  the  Commissioner 
•of  Internal  Revenue,  asking  a decision  on  certain  points  connected  with  the 
bank  stamp  act.  The  following  is  the  reply: 

Treasury  Department,  Office  of  Internal  Revenue,  ) 
Washington,  March  10,  1875.  $ 

F,  D.  Tappen , Esq.,  President  Gallatin  National  Bank , New  York: 

Sir:  In  your  letter  of  the  4th  inst.,  you  inquire  as  to  the  proper  interpre- 

tation of  the  word  “voucher”  in  section  15  of  the  “Act  to  amend  existing 
customs  and  internal  revenue  laws,  etc.,  approved  February  8,  1875. 

You  also  ask  the  following  questions : 

1st.  “Are  notes,  drafts  and  acceptances,  when  made  payable  at  a bank,  sub- 
ject to  a stamp  tax  of  two  cents,  and  if  so,  does  the  tax  apply  to  notes,  drafts 
and  acceptances  drawn  or  accepted  prior  to  February  8,  1875,  and  which  have 
matured  and  been  paid  since?” 

2d.  “Does  the  tax  apply  to  checks  drawn  by  a bank  upon  itself  for  the 
purpose  of  paying  its  own  dividends,  and  the  dividends,  coupons,  or  interest 
of  other  corporations?” 

ad.  “ Are  checks  drawn  by  a State,  county  or  city  government  on  a bank, 
liable  to  this  tax?”  I 

Section  15  of.  said  act  of  February  8,  1875,  provides:  That  a bank  check, 

draft,  or  voucher  for  the  payment  of  any  sum  of  money  whatsoever,  drawn 
upon  any  bank,  banker  or  trust  company,  shall  be  subject  to  a stamp  tax  of 
two  cents. 

It  is  understood  that  this  enactment  was  made  mainly  to  meet  evasions  of 
the  stamp  tax  on  checks,  by  the  substitution  of  receipts,  orders  “payable  one 
day  after  date,”  etc.  It  imposes  the  tax  upon  checks  or  orders,  etc.,  drawn  on 
time,  as  well  as  those  payable  at  sight,  or  on  demand,  so  also  on  receipts  and 
all  other  vouchers  substituted  for  checks , etc.,  as  commonly  used  according  to  the 
custom  of  banks . 

Section  6,  of  the  act  of  March  3,  1875,  exempts  from  the  tax  “the  receipts 
in  the  receipt-book  of  a savings  bank,  or  institution  for  savings,  having  no 
capital  stock,  and  doing  no  other  business  than  receiving  deposits,  to  be  loaned 
or  invested  for  the  sole  benefit  of  the  parties  making  such  deposits,  without 
profit  or  compensation  to  the  association  or  company,  when  money  is  paid  to 
a depositor  on  his  pass-book.” 

This  provision  leaves  the  tax  upon  all  receipts  (with  the  above  exception) 
given  to  banks  as  vouchers  for  the  payment  of  money  on  deposits,  as  imposed 
by  section  15  of  the  said  act  of  February  8,  whether  such  receipts  are  loose 
or  contained  in  a book. 

I reply  to  your  specific  questions: 

1st.  That  if  there  is  any  understanding  between  the  bank  and  the  maker 
of  the  notes,  or  acceptor  of  the  checks,  drafts,  or  orders,  payable  at  bank,  that 
all  such  notes  and  acceptances  shall  be  paid  by  the  bank  and  charged  in  the 
account  of  the  maker,  drawer  or  acceptor,  in  the  same  manner  as  ordinary 
checks  would  be,  such  notes  and  acceptances  are  considered  liable  to  the  two- 
cent  stamp  tax  as  “ vouchers  ” for  the  payment  of  money  by  the  tank.  This 
applies  to  notes,  drafts,  etc.,  made,  drawn  or  accepted  prior  to  February  8, 
1875,  when  paid  by  the  bank  on  or  after  that  date. 
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2d.  This  tax  applies  to  “ checks  drawn  by  a bank  upon  itself  for  the  purpose 
of  paying  its  own  dividends,  and  the  dividends,  coupons,  or  interest  of  other 
corporations,* * or  for  other  payments. 

3d.  Checks  drawn  by  State,  county,  or  city  officers  in  their  official  capacity, 
upon  public  funds  deposited  in  a bank,  are  exempt,  if  said  funds  are  kept 
separate  from  any  pnvate  accounts,  it  not  being  within  the  intent  of  the  law 
to  tax  a public  treasury. 

I will  add  with  reference  to  some  other  questions  frequently  proposed  to  this 
office,  that  orders  for  dividends  are  subject  to  the  tax  if  drawn  for  a definite 
and  certain  sum,  but  not  otherwise. 

An  ordinary  certificate  of  deposit,  used  in  the  ordinary  manner,  is  not  liable. 

Interest  coupons  are  considered  exempt.  Bills  of  exchange,  foreign  as  well 
as  inland,  when  drawn  upon  a bank,  banker  or  trust  company,  are  held  to  be 
subject  to  the  tax,  whether  payable  at  sight  or  otherwise.  Duplicates  of  bills, 
orders,  etc.,  are  liable  the  same  as  originals.  Receipts  not  relating  to  banking 
business , for  instance  for  rent,  are  exempt.  Very  respectfully, 

J.  W.  Douglass, 

Commissioner. 


OFFICIAL  BULLETIN  OF  NEW  NATIONAL  BANKS, 
Authorized  February  16  to  March  23,  1875. 


No.  Name  and  Place.  President  and  Cashier.  Capital. v 

A uthorixed.  Paid. 

2224  First  National  Bank,  John  F.  Barber $50,000 

Nunda,  N.  Y.  James  S.  McMaster.  $30,000 

2225  First  National  Bank,  John  G.  Borden 50,000 

Brewsters,  N.  Y.  Frank  Wells.  30,000 

2226  Citizen’s  National  Bank,  Myron  Waters 50,000 

Warren,  Penn.  H.  R.  Crowell.  35,000 

2227  Lycoming  National  Bank,  George  Bubb 100,000 

Williamsport,  Penn.  Charles  Gleim.  99,800 

2228  Farmers*  National  Bank,  Vincent  K.  Keesey...  200,000 

York,  Penn 200,000 

2229  National  Bank  of  Ira  M.  Hedges 100,000 

Haverstraw,  N.  Y.  George  H.  Smith.  100,000 

2230  Valley  National  Bank,  H.  N.  Moore 50,000 

Red  Oak,  Iowa.  R.  M.  Roberts.  50,000 

2231  West  Waterville Nat  B’k.  Albion  P.  Benjamin..  75,000 

West  Waterville,  Me.  George  H.  Bryant.  48,000 

2232  First  National  Bank,  Willard  Blackinton.. . 100,000 

Attleboro’,  Mass.  Shep.  W.  Cafpenter.  50,000 

2233  Merchants*  National  Bank,  L.  J.  N.  Stark 150,000 

Whitehall,  N.  Y.  J.  M.  Guy.  150,000 

2234  Citizens*  National  Bank,  George  W.  Spilker...  100,000 

Muncie,  Ind.  John  Marsh.  85,400 

2235  Third  National  Bank,  Jonathan  Gallagher..  200,000 

Allegheny,  Penn.  Wm.  A.  Clemens.  100,000 

2236  Diamond  National  Bank,  Abraham  Garrison  — 200,000 

Pittsburgh,  Penn.  John  S.  Scully.  - 200,000 

2237  Marine  National  Bank,  W.  H.  Everson 200,000 

Pittsburgh,  Penn.  W.  C.  Macrum  100,000 
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CHANGES  OF  PRESIDENT  AND  CASHIER. 

( Monthly  List;  continued  from  March  No.,  page  73° 0 

March,  1875. 

Name  of  Bank . Elected \ In  place  of 

Bowery  National  Bank N.  Y.  City.  C.  Ring,  Cash R.  Hamilton. 

Dry  Goods  Bank “ A.  W.  Sherman,  Cash . Charles  E.  Bogert. 

Farmers*  N.  Gold  B.,  San  Jos£,  Cal.  W.  D.  Tisdale,  Cash..  George  P.  Sparks. 

First  N.  B.,  Georgetown Col.  Wm.  L.  Hadley,  Cash.  

“ Golden  City “ J.  D.  Witter,  Pres Geo.  W.  Robinson. 

Citizens’  N.  B.,  Washington D.  C.  J.  A.  J.  Cress  well,  Pres.  Jacob  Tome. 

Nat.  Exchange  B.,  Augusta Ga.  Joseph  S.  Bean,  Cash.  John  Craig. 

People’s  B.,  Bloomington III.  P.  Whitmer,  Pres George  W.  Parke- 

National  Bank  of  Bloomington..  44  D.  M.  Funk,  Pres Jas.  H.  Robinson. 

Dixon  N.  B.,  Dixon 44  C.  Johnson,  Pres F.  A.  Truman. 

“ 44  44  F.  A.  Truman,  Cash...  J.  W.  Chace. 

Farmers*  N.  B.,  Keithsburg 44  F.  P.  Burgett,  Cash...  S.  C.  Orth. 

First  N.  B.,  Oregon *4  W.  W.  Bennett,  Pres..  Daniel  Etuyre. 

44  Peoria 44  Hervey  Lightner,  Pres.  Washingt’n  Cockle. 

N.  B.  of  Vandalia 44  R.  T.  Higgins,  Pres...  C.  A.  Sonnemann. 

Citizens’  N.  B.,  Jeffersonville..  .Ind.  D.  Ricketts,  Pres James  L.  Bradley. 

First  N.  B.,  Madison 44  A.  B.  Smith,  Pres E.  G.  Whitney. 

44  Thorntown 44  John  Niven,  Pres Joshua  Moffett. 

44  Union  City 44  Y.  S.  Fisher,  Pres J.  S.  Johnson. 

44  La  Grange 44  H.  M.  Herbert,  Cash..  K.  S.  Hubbard. 

Monticello  N.  B.,  Monticello-.IOWA.  M.  L.  Carpenter,  Pres.  S.  C.  Langworthy. 
44  44  44  -.  44  C.  Langworthy,  Cash. . John  O.  Duer.  #. 

First  N.  B.,  Bloomfield 44  W.  McK.  Findley,  Pres.  W.  D.  Evans. 

44  Fort  Dodge 44  L.  Blauden,  Pres E.  G.  Morgan. 

44  Indianola.: 44  A.  R.  Henry,  Pres A.  S.  MoncrieiT. 

44  44  “ G.  A.  Worth,  Cash ....  Edward  R.  McKee. 

Osage  N.  B.,  Osage 44  J.  B.  Brush,  Pres J.  H.  Brush. 

44  44  44  Avery  Brush,  Cash....  j.  P.  Brush. 

First  N.  B.,  Osceola 44  John  E.  Chancy,  Pres.  H.  C.  Sigler. 

44  Webster  City 44  B.  S.  Mason,  Cash....  

First  N.  B.,  El  Dorado Kansas.  W.  P.  Gossard,  Pres..  Neil  Wilkie. 

44  44  44  S.  C.  Shotwell,  Cash..  A.  H.  Gossard. 

44  Wichita 44  J.  W.  Eldridge,  Cash. 

National  Bank  of  Monticello Ky.  M.  S.  Wilhite,  Cash.. . H.  H.  Gibson. 

Madison  N.  B.,  Richmond 44  T.  S.  Brewster,  Pres..  J.  S.  Brouston. 

Biddeford  N.  B.,  Biddeford Me.  C.  E.  Goodwin,  Cash..  R.  M.  Chapman. 

Pejepscot  N.  B.,  Brunswick 44  H.  C.  Martin,  Pres....  Wm.  S.  Skolfield. 

Sandy  River  N.  B.,  Farmington.  44  J.  W.  Fairbanks,  Pres.  F.  G.  Butler. 

Norway  N.  B.,  Norway 44  H.  D.  Smith,  Cash A.  E.  Denison. 

Casco  N.  B.,  Portland 44  J.  P.  Farrington, Pres..  Samuel  E.  Spring. 

New  England  Trust  Co.,  Boston,  Mass.  Otis  Norcross,  Pres...  A/A.  Lawrence. 
Crocker  N.  B.,  Turner’s  Falls  . 44  Wend.  T.  Davis,  Pres.  Alvah  Crocker. 

Attleborough  N.  B.,  Attleboro’-  44  D.  Evans,  Pres E.  I.  Richards. 

Blackstone  N.  B.,  Boston 44  James  Adams,  Cash...  S.  D.  Loring. 

Fall  River  N.  B.,  Fall  River.. . 44  G.  H.  Hathaway,  Ptes.  Richard  Borden. 

First  National  Bank,  Flint Mich.  F.  F.  Hyatt,  Pres E.  H.  McQuigg. 

Second  N.  B.,  Ionia 44  Geo.  W.  Webber,  Pres.  W.  C.  Page. 

First  N.  B.,  Muir 44  S.  W.  Webber,  Pres.. . W.  H.  Freeman. 

44  Saginaw 44  A.  W.  Wright,  Pres...  Joseph  E.  Shaw. 

Merchants’  N. B.,  Minneapolis,  Minn.  J.  M.  Williams,  Cash..  W.  J.  Van  Dyke. 
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Name  of  Bank . Elected.  In  place  of 

First  National  Bank,  Clinton..  ..Mo.  Wm.  M.  Doyle,  Cash..  W.  D.  Tyler. 

B.  of  North  America,  St.  Louis..*  *•*  F.  B.  York,  Pres Charles  E.  Candee. 

44  44  “ ..  44  Alb.  Witzleben,  Cash..  D.  J.  Hynes. 

First  National  Bank,  Ashland,  Neb.  T.  L.  Symington,  Pres.  Jason  G.  Miller. 

Otoe  Co.  N.  B.,  Nebraska  City.  44  W.  E.  Will,  Pres Orsimus  H.  Irish. 

State  Central  B.,  Grand  Island. . 44  Hy.  A.  Koenig,  Pres..  Fred.  A.  Wiebe. 

Dover  National  Bank,  Dover,  N.  H.  D.  Wyatt,  Pres S.  M.  Wheeler. 

First  N.  B.,  Newport 44  D.  Richards,  Pres T.  W.  Gilmore. 

Citizens’  N.  B.,  Tilton 44  Eleazer  Davis,  Pres...  Asa  P.  Cate. 

Clinton  National  Bank,  Clinton,  N.  J.  Jos.  Van  Syckel,  Pres.  Robert  Foster. 

Merch.  N.  B.,  Newark! 44  Jas.  L.  Durand,  Pres..  James  L.  Hays. 

“ 44  44  Edw’d  Kanouse,  Cash.  G.  F.  Parker. 

• First  N.  B.,  Red  Bank 44  Horatio  Ely,  Jr.,  Cash.  Alvin  Chadwick. 

44  Somerville 44  N.  Young,  Pres Aaron  D.  Hope. 

National  Bank  of  Castleton N.  Y.  Jas.  B.  Downer,  Cash.  E.  H.  Griffith. 

44  44  Coxsackie...  ' 44  Alexander  Reed,  Pres.  J.  C.  Van  Dyck. 

Dover  Plains  N.  B.,  Dover  Plains,  44  G.W.W.Ketcham,/V*\f.  D.  L.  Belding. 

Nat.  Hamilton  B.,  Hamilton...  44  Alvah  Pierce,  Pres Adon  Smith. 

Tompkins  Co.  N.  B.,  Ithaca  ...  44  L.  L.  Treman,  Pres. . C.  L.  Grant. 

First  N.  B.,  Lowville 44  C.  D.  Boshart,  Pres...  A.  Davenport. 

N.  B.  of  Newport 44  G.  H.  Thomas,  Pres..  

Huguenot  N.  B.,  New  Paltz.. . 44  Jacob  Lefever,  Pres.. . Roelif  Eltinge. 

44  44  44  ...  44  M.  DuBois,  Cash Edmund  Eltinge. 

Second  N.  B.,  Oswego 44  L.  H.  Conklin,  Cash..  

Union  N.  B.,  Troy 44  Adam  R.  Smith,  Cash.  Pliny  M.  Corbin. 

First  N.  B.,  Union  Springs 44  M.  F.  Backus,  Cash...  Geo.  W.  Winegar. 

44  Westfield 44  L.  A.  Skinner,  Pres...  F.  B.  Brewer. 

First  Nat.  Bank,  Garrettsville,  Ohio.  W.  C.  Thrasher,  Pres.  R.  M.  Hank. 

44  Jackson 44  D.  Armstrong,  Cash..  V.  H.  Benton. 

Farmers’ N.  B.,  Mansfield 44  James  S.  Hedges,  Pres.  James  Purdy. 

First  N.  B.,  Massilloa 44  Salmon  Hunt,  Pres Isaac  Steese. 

4 4 4 4 44  Charles  Steese,  Cash..  Salmon  Hunt. 

Knox  Co.  N.  B.,  Mt.  Vernon..  44  John  M.  Ewalt,  Cash. . L.  B.  Curtis. 

First  N.  B.,  Oberlin/. 44  P.  Daniels,  Cash C.  H.  Jenkins. 

Third  N.  B.,  Sandusky 44  Henry  Graefe,  Cash.. . G.  J.  Anderson. 

Lagonda  N.  B.,  Springfield 44  C.  Thompson,  Pres...  J.  W.  Keifer. 

First  N.  B.,  Northumberland,  Penn.  J.  W.  Cake,  Pres Amos  E.  Kapp. 

44  Blairsville 44  Paul  Graff,  Pres Columbus  Bell. 

Farm.  N.  B.,  Bucks  Co.,  Bristol  44  C.  N.  Taylor,  Pres Anthony  Burton. 

Delaware  Co.  N.  B.,  Chester.  . 44  Rob’t  II.  Crozer,  Pres.  Edmund  Pennell. 

First  N.  B.,  Conneautville 44  John  Wormald,  Pres..  W.  L.  Robinson. 

44  Hanover  44  Z.  P.  Smith,  Pres Jacob  Forney. 

44  Indiana 44  John  Sutton,  Pres A.  M.  Stewart. 

Coventry  N.  B.,  Anthony R.  I.  John  Potter  2d,  Pres. . . Asahel  Matteson. 

44  44  44  Asahel  Matteson,  Cash.  Thos.  A.  Whitman. 

Cumberland  N.  B.,  Cumberland,  44  O.  D.  Ballou,  Pres Davis  Cook. 

First  Nat.  Bank,  Fayetteville,  Tenn.  J.  G.  Woods,  Pres George  W.  Jones. 

44  44  Jackson  ....  44  W.  A.  Caldwell,  Cash.  N.  Rhodes. 

First  National  Bank,  Austin,  Texas.  R.T.Brackenridge,CVw//  

44  44  Denison.  44  John  Sneller, /Vw A.  D.  Jaynes. 

City  Bank  of  Dallas 44  T.  K.  Ferguson,  Act.  C.  J.  W.  Walden. 

Vermont  N.  B.,  Brattleboro’ Vt.  Lafayette  Clark,  Pres..  Wells  Goodhue. 

Farmers*  N.  B.,  Salem Va.  Green  B.  Board,  Pres..  J.  J.  Moorman. 

First  N.  B.,  Charleston W.  Va.  W.  E.  Truslow,  Pres..  Isaac  M.  Smith. 

Merchants’  Bank,  Charleston,  44  N.  B.  Cabell,  Cash J.  M.  Doddridge. 

First  Nat.  Bank,  Boscobel Wis.  John  H.  Sarles,  Pres..  B.  M.  Coates. 

44  44  Fond-du-Lac..  44  A.  G.  Ruggles,  Pres. ..  Edward  Pier. 

44  44  Grand  Rapids.  44  Thomas  B.  Scott,  Pres.  George  A.  Neeves. 
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NEW  BANKS,  BANKERS,  AND  SAVINGS  BANKS. 

( Monthly  List ; continued  from . March  No.,  page  729. ) 

HP  Additions  fpr  this  list  are  solicited  from  the  subscribers  to  this  work. 
Place  and  Stale.  Name  of  Bank.  N.  Y.  Correspondent. 

Union  Springs,  Ala..  W.  M.  Stakely  & Co R.  T.  Wilson  & Co. 

Barnesville,  Ga Barnesville  Savings  Bank...  National  Park  Bank. 

Morrisonville,  III..  . Walker,  Vandeveer  8c  Co. ..  Leather  Manufacturers*  Bank. 
Oneida,  “ ..  - Traders’  Bk.(A.B.  Anderson)  Continental  National  Bank. 

Cairo,  “ . . . Alexander  County  Bank George  Opdyke  & Co. 

Indianapolis,  Ind  ..  Central  Bank Hanover  National  Bank. 

Lawrenceburgh,  “ . - People’s  Bank 

New  Paris,  “ - - Exchange  Bank Merchants*  Exchange  N.  B. 

Muncie,  **  ..  Citizens’  National  Bank Third  National  Bank. 

Morning  Sun,  Iowa  . Farmers  & Merch.  Sav.  Bk. . Kountze  Brothers. 

Eddyvilte,  **  . S.  T.  Caldwell George  Opdyke  & Co.  * 

Steamboat  Rock,  “ . Cartwright,  Lathrop  & Co  . . George  Opdyke  8c  Co. 

Albia.  “ . Monroe  County  Bank George  Opdyke  & Co. 

Red  Oak,  “ . Valley  National  Bank Kountze  Brothers. 

West  Waterville,  Me.  West  Waterville  Nat.  Bank.  

Attleboro*,  Mass First  National  Bank 

La  Belle,  Mo  ...  La  Belle  National  Bank Donnell,  Lawson  & Co. 

Phelps  City,  “ Thompson,  Wyatt  & Co Donnell,  Lawson  & Co. 

Brewsters,  N.  Yn First  National  Bank • --- 

Haverstraw,  “ Nat.  Bank  of  Haverstraw . . . Irving  National  Bank. 

Nunda,  “ First  National  Bank National  Park  Bank. 

Whitehall,  “ Merchants’  National  Bank..  * 

Pittsburgh,  Pa.  ...  Fifth  National  Bank American  Exch.  Nat.  Bank. 

Warren,  “ Citizens’  National  Bank 

Williamsport,**  Lycoming  National  Bank...  

York,  “ Farmers’  National  Bank 

Corinne,  Utah J.  W.  Guthrie  & Co George  Opdyke  & Co. 
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DISSOLVED,  DISCONTINUED,  OR  CHANGED. 

( Monthly  List , continued  from  March  No,,  page  731.J 
Colorado. — People’s  National  Bank,  Pueblo  (in  liquidation). 

Georgia. — Mutual  Loan  Association,  Macon  (merged  in  Capital  Bank); 
Allgood  & Hargrove,  Rome  (succeeded  by  R.  T.  Hargrove);  Powell  & Murphys, 
Bamesviiie  (dissolved). 

Illinois. — Barclay,  Voorhies  & Co.,  Chicago  (suspended) ; Sawyer,  McCracken 
& Co.,  Nashville  (suspended). 

Indiana. — La  Grange  County  Bank,  La  Grange  (merged  in  First  National 
Bank). 

Iowa. — Carpenter  & Lovell,  Monticelto  (merged  in  Monticello  National 
Bank);  Monroe  Savings  Bank,  Monroe  (merged  in  First  National  Bank). 

Kansas. — First  National  Bank,  Baxter  Springs  (in  liquidation);  First 
National  Bank,  Olathe  (in  liauidation);  Lappin  & Scraflord,  Seneca  (succeeded 
by  State  Bank  of  Kansas);  Parker,  York  & Co.,  Coffeyville  ( discon tinuedj. 

Kentucky. — Branch  Farmers’  Bank  of  Kentucky,  Mount  Sterling  (merged 
in  Farmers’  National  Bank) 

Maryland.— Hooper,  Reese  & Co.,  Baltimore  (syspended). 

Michigan. — Thurber  & Hallon,  East  Saginaw  (suspended). 

Missouri. — People’s  Savings  Institution,  St,  Louis  (discontinued};  Western 
Savings.  Bank,  St.  Louis  (in  liquidation). 

Nebraska. — Bowker,  Kennard  & Co.,  Lincoln  (suspended). 

Nevada. — Wells,  Fargo  & Co.,  Pioche  (closed  business  there). 

New  York. — Second  National  Bank,  Jamestown  (now  City  National  Bank); 
S.  S.  Marsh,  Little  Valley  (failed);  Kidd  & Chapin,  Rochester  (merged  in  Bank 
of  Rochester);  Bank  of  Nunda,  Nunda  (succeeded  by  First  National  Bank). 
Ohio. — First  National  Bank,  Beverly  (in  liquidation). 

Pennsylvania.— Ackley  & Smith,  Philadelphia  (now  Shreve  Ackley  & Co  ); 
Farmers’  National  Bank,  Greensburg , and  St.  Clair  Banking  .Company,  Pitts- 
burgh (consolidated  as  Fifth  National  Bank  of  Pittsburgh). 

Wisconsin. — National  Bank  of  Commerce,  Green  Bay  (in  liquidation); 
J.  A.  Farnham;  Wausau  (merged  in  Marathon  County  Bank). 


The  Imperial  German  Bank. — By  an  authoritative  act  of  the  German 
Government  a great  and  powerful  financial  institution  will  come  into  existence 
on  January  1,  1876,  viz.:  the  Imperial  German  Bank.  The  capital  of  the  bank 
is  to  be  $ 30,000,000,  distributee!  in  40,000  shares  of  $ 750  each,  on  the  prin- 
ciple of  limited  liability.  The  Government  will  be  the  largest  shareholder,  and 
great  powers  are  reserved  to  it.  The  bank  will  have  authority  to  issue 
$62,500,000  in  notes  of  $25  and  upward  on  credit  only,  and  it  may  establish 
branches  in  the  provinces.  Four  and  a-half  per  cent,  out  of  the  profits  may 
be  paid  to  the  shareholders.  Of  the  remainder,  twenty  per  cent,  is  to  go  to 
a reserve  fund.  The  balance  is  to  be  divided  equally  between  the  shareholders 
and  the  Government;  and  if  the  profits  should  ever  exceed  eight  per  cent,  one- 
fourth  of  the  excess  may  be  given  to  the  shareholders,  the  other  three-fourths 
being  seised  for  the  imperial  exchequer. 

It  was  originally  designed  to  establish  a number  of  banks  throughout  the 
empire,  somewhat  upon  the  American  system  of  a multiplicity  of  institutions 
without  any  great  central  bank.  But  the  recent  drain  of  gold  from  Germany 
has  had  the  effect  of  alarming  the  public  mind,  and  has  resulted  in  a consider- 
able modification  of  the  ffrst  plan,  as  explained  on  page  745  of  this  issue. 
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NOTES  ON  THE  MONEY  MARKET. 

New  York,  March  24,  1875. 

Exchange  on  London , at  sixty  days'  tight , 4*82  a 4*82^  in  gold 

The  chief  features  of  the  monetary  situation  are  connected  with  the  stiffening 
of  foreign  exchange,  and  the  reported  negotiation  of  some  considerable  recent  loans 
abroad.  The  disturbance  of  the  gold  premium,  during  the  last  few  weeks,  has 
given  an  unusual  prominence  to  discussions  relative  to  the  foreign  money  markets, 
and  some  of  our  best  authorities  express  the  opinion  that,  if  no  unforeseen  impedi- 
ment intervenes,  larger  amounts  of  European  capital  are  likely  to  be  invested  here 
during  the  coming  season  than  for  several  years  past. 

The  money  market  has  been  more  quiet  and  the  rates  steadier  than  was  anticipated. 
The  failures  in  London  and  here  do  not  seem  to  have  produced  any  noteworthy  impres- 
sion. The  banks,  from  causes  discussed  below,  have  lost  part  of  their  reserves  both  of 
coin  and  of  specie.  Moreover,  under  the  section  of  the  new  law  for  the  resumption  of 
specie  payments  directing  the  retirement  of  outstanding  legal  tenders  amounting  to 
80  per  cent  of  the  National  Bank  notes  issued,  until  the  whole  volume  of  legal  tenders 
is  reduced  to  $300,000,000,  Secretary  Bristow  will  have  withdrawn  1 April  $ 1,846,100  of 
legal  tenders,  or  80  per  cent,  of  the  amount  of  National  Bank  notes  already  issued 
under  the  provisions  of  this  law.  These  legal  tenders  will  be  taken  from  the  cash 
in  the  Treasury,  and  will  be  canceled  and  burned  by  the  proper  officer  of  the  Depart- 
ment. The  New  York  Bank  statements  compare  as  follows: 

Legal 

1875.  Loans.  Specie.  Tenders.  Circulation.  Deposits.  Exchanges. 

March  1 293,0x7,000  ..  25,921,800  ..  51,900,600  ..  22,482,500  ..  233,607,500  ..  345,367.°°6 

“ 8 292,505,800  ..  13,305,100  ..  50,159,900  ..  22,4x0,000  ..  230,1x0,900  ..  487,189,37a 

**  15 288,446,000  ..  7,075,900  ..  51,342,900  ..  22,239,000  ..  223,501,900  ..  507,842,347 

“ 2a 283,358,100  ..  7,268,000  ..  52,131,800  ..  22,231,900  ..  218,4x9,300  ..  425,078,449 


The  Philadelphia  Bank  statements  show  the  following  results : 


1875 

Loans. 

Specie. 

Legal  Tenders. 

Deposits. 

Circulation. 

Feb.  32 

58,818,294  . . . 

213,969 

••  17,347,827  ... 

47,270,290 

...  **, 337**74 

March  1 

58,420,366  . . 

233,362 

. . 16,3x7,378  . . . 

46,884,855 

. . . xi,399.873 

“ 8 

58,545.97a  • • • 

227,676 

16,229,989  . . . 

46,404,427 

...  11,343,164 

“ 15 

57.695,896  • 

*53.656 

. . 16,431,235  . . . 

46,656,077 

...  xx, 345*4!* 

“ 22 

58,861,261  . . . 

136,207 

16,088,328  . . . 

46,380,858 

...  1 i,43*»948 

Th#  Boston 
York: 

Bank  statements  compare  rather  more  favorably  than 

those  of  New 

1875. 

Loans. 

Specie. 

Legal  Tenders. 

Deposits. 

Circulation. 

Feb.  22. . .* 

13*1887,600  ... 

i,375,6oo 

9,160,000  ... 

79,321,900 

. . . 24,143,500 

March  x 

131,819,000  . . . 

1,2x0,900 

• • 9,434,4°o  . • • 

79,139,900 

. . . 24,000,200 

" 8 

132,471,100  . . 

1,170,100 

. 9,831,300  . . . 

78,268, 200 

• • • 24,133,300 

“ *5 

*33.6*7,200  ... 

9°4,5°° 

8,860,000  ... 

76,792,40° 

. . . 24,310^00 

“ 22 

*33,965,9°°  • • • 

693,400 

8,891,400  . . . 

74,822,900 

...  24,448,100 

The  total  amount  of  legal-tender  notes  deposited  under  the  five  per  cent,  redemp- 
tion clause  of  the  law  of  June  20,  1874,  is  $13,323,274,  of  which  amount  the  National 
Banks  in  New  York  have  deposited  $4,140,000;  New  Jersey,  $297,000;  Rhode 
Island,  $154,000;  Virginia,  $85,000;  South  Carolina,  $407,000;  Georgia,  $180,000; 
Louisiana,  $383,000;  Kentucky,  $222,000;  Missouri,  $2,516,000;  Ohio,  $140,000; 
Indiana,  $635,000;  Illinois,  $2,231,000;  Michigan,  $316,000;  Wisconsin,  $278,000; 
Minnesota,  $540,000;  Kansas,  $94,000;  Nebraska,  $40,000;  Utah,  $270,000.  Under 
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the  law  permitting  National  Banks  to  retire  their  own  circulation,  the  amount 
of  legal-tender  notes  deposited  since  March  1,  is  $974,000;  and  the  amount  de- 
posited since  the  passage  of  the  act  of  January  14,  1875,  is  $4,020,945.  The 
amount  of  additional  circulation  issued  since  the  1st  of  March  is  $856,645. 

The  excitement  in  gold  has  not  yet  subsided.  The  advance  of  the  month  has  been 
about  two  per  cent.  The  loss  of  specie  from  the  banks,  as  shown  in  the  foregoing 
tables,  is  ascribed  to  the  efforts  of  the  cliques  in  locking  up  gold,  with  a view  to  their 
manipulations  to  put  up  the  premium.  The  cliques  are  said  to  have  depos- 
ited eleven  millions  of  gold,  partly  with  the  Trust  Companies  and  partly  in  the 
banks  of  New  York  and  of  the  interior.  How  accurate  this  rumor  may  be  we 
have  no  special  means  of  estimating.  So  far  as  the  National  banks  are  con- 
.cerned,  the  cliques  have  been  prevented  from  getting  much  help.  For  many  of  the 
banks  would  positively  refuse  to  allow  themselves  to  be  used  by  the  clique,  while 
there  has  been  a wholesome  fear  of  the  Comptroller  and  his  Examiners  to  deter 
others  from  lending  on  gold.  There  is  no  law  to  forbid  such  loans ; but  the  public 
exposure  of  such  transactions,  by  a report  from  the  Comptroller,  would  be  inju- 
rious to  the  credit  and  standing  of  any  bank  known  to  be  helping  the  speculators  in 
gold.  It  has  been  pointed  out  that  one  reason  why  the  law  of  1869,  which  for- 
bids banks  from  loaning  on  greenbacks  and  National  bank  notes,  does  not  also 
forbid  loans  on  gold,  is  that  merchants  and  bankers  often  require  such  loans 
in  New  York  for  legitimate  purposes,  and  without  any  desire  or  intention  to 
help  the  gold  operators.  This  necessity  is  well  known  and  acknowledged,  but 
still  the  banks  are  more  careful  than  they  have  heretofore  been  to  guard  against 
speculadve  loans  on  gold. 

Another  device  of  the  gold  clique  is  to  exaggerate  the  scarcity  of  gold  for  de- 
livery. Mr.  Bristow  has  stopped  his  sales  of  coin  from  the  Treasury.  His  total 
balance,  after  meeting  all  current  liabilities  for  called  bonds,  gold  certificates,  &c., 
is  now  about  $56,000,000.  Against  this  Mr.  Bristow  has  to  provide  for  the  March 
and  May  interest,  $19,000,000;  July  interest,  $25,000,000;  bonds  called  for  the 
Sinking  Fund,  $30,000,000.  Total,  $74,000,000  up  to  the  1st  of  July.  The  customs 
receipts  for  April,  May  and  June  will  probably  amount  to  25  millions  at  least. 
Hence  it  appears  that  during  the  next  three  months  there  will  be  a surplus  of  about 
seven  millions  of  gold,  which  the  Secretary  can  sell  or  hoard,  as  he  may  deem  most 
conducive  to  the  public  advantage.  This  surplus  seems  likely  to  disturb  some  of 
the  calculations  of  the  gold  speculators,  as  does  also  the  arrival  of  considerable 
amounts  of  the  precious  metals  in  this  market,  under  the  attraction  of  the  current 
high  rates. 

As  to  the  prospects  of  gold,  it  is  argued  that  the  premium  has  been  artificially 
depressed  by  causes  which  have  now  ceased  to  operate.  Moreover,  the  green- 
back currency  has  been  increased  from  356  millions  to  382  millions,  and  although 
it  is  now  diminishing,  still  the  diminution  is  compensated  to  the  extent  of  8a  per 
cent,  by  new  issues  of  bank  notes.  On  the  whole,  the  forces  by  which  Congress 
has  lately  disturbed  the  currency  are  difficult  to  estimate,  either  in  their  magnitude 
or  direction,  and  there  is  much  conflict  of  opinion  as  to  how  they  will  ultimately 
affect  the  gold  premium. 

The  situation  admirably  suits  the  gold  gamblers  and  stock  speculators,  but  it  is 
very  perplexing  to  men  engaged  in  legitimate  business. 

At  the  Stock  Exchange  there  has  been  considerable  activity.  Governments  have 
been  active,  but  the  demand  is  chiefly  for  the  home  market.  Prices  have  been  firm 
in  sympathy  with  gold.  State  stocks  are  very  quiet.  Railroad  bonds  have  shown 
more  activity,  a lively  speculation  having  apparently  been  organized  in  some  of  the 
low-priced  bonds..  In  the  railroad  share  market  there  has  been  a fair  amount  of 
business,  but  the  general  public  have  not  been  much  inclined  to  enter  the  arena  of 
the  market  as  purchasers,  so  the  athletes  of  the  Stock  Exchange  have  had  it  all  their 
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own  way.  The  chief  excitement  has  been  in  Pacific  Mail,  Western  Union,  Union 
Pacific,  and  Lake  Shore.  Hie  following  are  our  usual  quotations : 


Quotations  : 

Ftb.  24. 

March  3. 

March  10. 

March  17. 

March  24. 

Gold 

115 

**5* 

«i6tf 

i«sH 

U.  S.  5-KM,  1867  Coup- 

\\9% 

**9% 

119H 

119ft 

xxpK 

U.  S.  new  Fives  Coup. 

**4* 

114K 

**4* 

usH 

hsK 

West.  Union  Tel.  Co. . 

73 

74ft 

7$ft 

77% 

7* ft 

N.  Y.  C.  & Hudson  R. 

toxtf 

101H 

102# 

ICO* 

100K 

Lake  Shore 

73% 

73* 

“73  Ji 

73* 

73* 

Chicago  & Rock  Island 

*03  K 

103# 

*°4* 

105K 

*05* 

New  Jersey  Central. . . 

io8* 

109 

110K 

110H 

no* 

Erie 

*7# 

26% 

27K 

26K 

27 

Bills  on  London 4.82^  a 4.83 

..  4.81^  <14.82 

.4.80  a 4.80# 

. 4.78  a 4.79 

..4.82*1  4.8^ 

Treasury  balances,  cur.  $ 49,483,350 

..  $48,849,956 

••  $47,693,356 

..  $46,503,268  . 

. $45,449,669 

Do.  do.  gold 

48,198,804 

48,220,860 

• • 46,542.363 

. 5°.  *93.927 

• • 5*.556,94i 

The  U.  S.  long  3.65  bonds  are  attracting  attention,  and  we  have  received 
from  the  National  Currency  Bank  of  this  city  a copy  of  the  opinion  of  the  Attorney- 
General  of  the  United  States  relative  to  these  bonds.  They  are  issued  by  the  Dis- 
trict of  Columbia.  The  question  is  whether  by  the  act  of  aoth  February,  1875, 
the  principal  and  interest  of  these  bonds  is  "guaranteed"  by  the  United  States. 
Mr.  Attorney-General  Williams  says : "I  doubt  whether  the  use  of  the  words  * prin- 
cipal and  interest  guaranteed  by  the  United  States,*  in  the  manner  above  suggested 
would  be  justified  by  the  terms  of  the  law.  The  word  guaranty  has  a technical  sig- 
nification when  employed  in  connection  with  contracts  and  obligations  importing  an 
engagement  to  be  responsible  for  the  payment  of  some  debt,  or  the  performance  of 
some  duty,  in  case  of  the  failure  of  a third  party,  who,  in  the  first  instance,  is  liable 
to  such  payment  or  performance.  It  is  clear  that,  in  this  sense,  the  word  would 
not  aptly  describe  the  undertaking  of  the  United  States,  which  is  in  the  following 
language:  'The  faith  of  the  United  States  is  hereby  pledged  that  the  United  States 
will,  by  proper  proportional  appropriations  as  contemplated  in  this  act,  and  by 
causing  to  be  levied  upon  the  property  within  said  District  such  taxes  as  will  do 
so,  provide  the  revenues  necessary  to  pay  the  interest  on  said  bonds  as  the  same 
may  become  due  and  payable,  and  create  a Sinking  fund  for  the  payment  of  the 
principal  thereof  at  maturity.’  Here  the  Government  of  the  United  States  itself 
undertakes  to  provide  the  revenue  necessary  to  meet  the  interest  as  the  same  be- 
comes due,  and  to  create  a Sinking  fund  for  the  payment  of  the  principal  at  the 
maturity  of  the  bonds  without  regard  to  the  failure  of  any  third  party.  Practically, 
however,  the  pledge  given  by  the  United  States,  considered  in  the  light  of  a security, 
may  be  equivalent  to  an  unqualified  guaranty ; since  the  particular  means  and 
sources  of  revenue  by  and  from  which  the  Government  promised  to  provide  for  the 
payment  of  the  interest  and  principal  are  unquestionably  adequate  for  that  purpose." 

The  prospects  of  our  securities  abroad  still  seem  to  be  injured  by  the  heavy 
list  of  defaulting  American  railroad  bonds  which  have  paid  no  interest.  That  list 
is  likely  to  receive  several  additions  at  the  beginning  of  April.  Among  the  first 
of  these  defaulting  bonds  it  will  be  remembered  were  the  Rockford.  Rock  Island 
& St.  Louis  bonds.  These  securities  were  quoted  from  12  to  12  % in  Amsterdam 
during  the  first  week  of  this  year.  At  this  price  the  whole  amount,  conveying  a title 
without  further  obligations  of  note  to  the  whole  road  of  about  280  miles,  could  be 
bought  for  $1,125,000  gold,  or  a trifle  more  than  $4,000  per  mile.  The  proprietors 
of  these  bonds  paid  some  $7,000,000  gold  for  4heir  bonds  five  years  ago;  they  have 
received  an  average  of  2 per  cent,  on  their  money  since,  and  now  have  a property 
worth  less  than  a million  and  a-quarter. 

The  evasions  of  the  stamp  tax,  to  which  we  referred  lately,  seem  to  have  been 
practiced  more  extensively  than  was  supposed,  and  considerable  agitation  has  pre* 
vailed  from  the  announcement  that  the  parties  were  to  be  prosecuted.  The  only  suit 
of  which  we  have  observed  any  published  statement  was  brought  March  i8tb  in  the 
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United*  States  Court,  Southern  District  of  Ohio.  The  defendant  is  the  Utica  Bank 
of  Utica,  Licking  County,  Ohio.  There  are  enumerated  in  the  petition  filed  by  the 
District  Attorney  six  separate  alleged  violations  of  the  law,  between  November  10, 
1874,  and  February  6,  1875,  in  that  the  defendant  accepted  and  paid  (contrary  to 
the  provisions  of  an  act  of  Congress,  passed  June  30,  1864,  and  acts  amendatory 
thereto)  checks  which  had  not  been  duly  stamped,  and  the  stamps  canceled.  The  pen- 
alty provided  for  each  offense  is  a fine  of  $ 50.  The  plaintiff  prays  for  judgment 
for  the  several  sums,  amounting  in  the  aggregate  to  $ 300  and  costs  of  suit.  The  Clerk 
was  ordered  to  issue  summons  for  the  defendant,  the  action  being  to  recover  money 
only.  The  question  has  arisen  whether  the  Commissioner  of  the  Internal  Revenue 
has  any  power  to  send  his  inspectors  to  examine  banks  in  order  to  discover  evidence 
of  the  evasions  of  the  stamp  tax.  This  point  has  never  been  adjudicated  upon, 
but  as  the  2ad  section  of  the  National  currency  law  expressly  exempts  National 
Ranks  from  all  inquisitorial  visitation  except  that  of  the  official  bank  examiners,  it 
has  been  held  by  the  Treasury  Department  that  the  powers  claimed  for  the  Internal 
Revenue  Inspectors  are  not  according  to  law. 

The  increase  in  the  operating  expenses  of  the  English  railways,  in  consequence 
of  the  advance  in  coal  and  in  workmen's  wages,  has  resulted  since  1872  in  a notable 
decrease  in  the  dividends.  On  this  subject  the  London  Economist  of  March  6th 
gives  the  following  statistics  of  the  thirteen  principal  British  railways  during  the 
last  four  years: 


Preference  and Or  dinary  Dividend.—. 
f-Working  Expenses.— * Debenture  Percent. 

Half  year.  Per  cent.  Charges , on 

Gross  of  Less  Capital 

Tragic.  Amount.  Traffic.  Rents,  &c.  Amount.  Pr.ann. 

£ £ £ £ £s.d. 

m half,  1870 13,381,000  6,422,000  . 48  1 — 2,861,000  . 4 15  o 

and  **  14,721,000  7,087,000  . 47‘6  3,940,000  3.659,000  604 

xst  halC  1871 14,293,000  6.802,000  . 47  6 — 3,288,000  . 58a 

* and  “ 16,672,000  8,002,000  . 48  o 4,238,000  4,656,000  . 730 

lit  half,  1872 15,959,000  7,967,000  . 49  6 4,405,000  3,774»o<x>  . 5 10  o 

2nd  **  17,938,000  9,121,000  50’ 8 4,268,000  4,748,000  . 720 

1st  half,  1873 17,415,000  . 9,397,000  . 53  9 . 4,457,000  . 3,793.00°  • 5106 

and  “ 19,737,000  10,702, coo  . 543  . 4,476,000  . 4.543,000  . 6 11  o 

1st  half,  2874 18,093,000  10,256,000  . 56  5 4,685,000  3,339,000  . 506 

2nd  **  20,348,000  . 11,127,000  54  2 4,833,000  4,351,000  .618 


The  Canadian  currency  question  is  up  in  the  Dominion  Parliament.  The  bill  of 
Hon.  Mr.  Cartwright,  the  Finance  Minister,  to  further  amend  the  acts  regulating 
the  issue  of  Dominion  notes,  provides  that  whenever  the  amount  of  Dominion  notes 
outstanding  shall  at  any  time  exceed  $12,000,000  the  Receiver-General  shall  hold 
specie  to  the  full  amount  of  such  excess  for  the  redemption  of  such  notes,  and  when- 
ever the  amount  of  said  notes  shall  fall  below  $12,000,000,  and  exceed  $9,000,000, 
the  Receiver-General  shall  hold  in  specie  not  less  than  fifty  per  cent,  of  the  amount 
of  such  notes  above  $9,000,000  for  the  redemption  of  such  notes. 

The  emigration  movement  begins  favorably  this  year.  From  advices  just  received 
at  the  Bureau  of  Statistics  it  appears  that  the  total  number  of  emigrants  who  arrived 
at  the  port  of  New  York  during  the  month  of  February,  1875,  was  4,876,  of  whom 
3,479  were  males  and  1,397  females.  During  the  same  month  in  1874,  the  total 
number  arrived  at  the  port  was  4,222,  of  whom  3,008  were  males  and  1,214  females. 

The  Foreign  Imports  at  New  York  for  February  are  subjoined  : 

1873.  1874.  1875. 

Entered  for  consumption $20,721,242  — $'16,205,796  $19,475,483 

Entered  for  warehousing 10,263,357  9,438,177  — 8,135,428 


Free  goods 7,751.965  — 8,973,881  — 8,043,547 

Specie  and  bullion *33.953  • 8*2,784  1,269,90a 

Total  entered  at  port $38,860,517  — $35,439,638  — $36,923,360 


Withdrawn  from  warehouse 11,061,672  — 9,422,534  — 8,435,817 
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The  Foreign  Imports  at  New 

York  for  eight  months  of  the 

fiscal  year  com- 

pare  as  follows: 

1873. 

1874. 

1875. 

Six  months  ending  January  x 

. . $ 199,326,050 

$ 177.517.854 

....  $175,110,736 

January  

37,803,691 

30.310,679 

....  24,831,250 

February 

38,860,517 

35.439.638 

36.923,360 

Total  eight  months 

• $ 275,990.258 

...  $ 243,268,171 

— $236,865,346 

The  Gold  Receipts  for  Duties  at  New  York  for  eight  months  ending  with  Feb- 

ruary  are  subjoined: 

*873- 

1874. 

1875. 

Six  months  ending  J anuary  x 

$64,393,092  93 

• ■ $53,535,419  05 

• $ 54.213.434 16 

In  January 

10,763,626  44 

10,042,084  05 

8,072,846  12 

In  February 

12,893,637  89 

10,186,36508 

XI, 811,046  95 

Total  eight  months 

$88,050,357  26 

■ • $ 73.763,868  18 

$ 74,097,327  23 

The  Exports  from  New  York  to  Foreign  Ports 

in  the  month  of  February  compare 

as  follows: 

1873- 

1874. 

1875- 

Domestic  produce 

• $20,474,949 

...  $20,078,112 

....  $ 17*839,488 

Foreign  merchandise,  free 

*55,079 

183,447 

145.871 

do.  dutiable 

508,974 

464,052 

126,626 

Specie  and  bullion 

3.670,444 

...  2,980,862 

4*040,524 

Total  exports 

. . $ 24,809,446 

....  $23,706,473 

....  $ 22,152,509 

do.  exclusive  of  specie 

. 21,139,002 

— 20,725,611 

18,1.11,985 

Exclusive  of  specie,  the  total  Exports  from  New  York  to  Foreign  Ports  for  eight 
months  ending  with  February  are  reported  as  follows: 

1873.  1874.  1875. 

Six  months  ending  January  1 $ 130,400,8x4  $160,757,584  $140,508,534 


January 30,050,550  ....  23,455,638  19.j91.403 

February 31,139,002  30,725,611  18,111,985 

Total  produce $171,590,366  $204,938,773  •i77»9I1»9” 

Add  specie 45,642,576  26,481,747  45.763-4” 

Total  exports $2x7,232,943  . ..  $231,420,520  ....  $223,675,323 


These  aggregates  belong  only  to  the  foreign  commerce  of  this  port.  We  receive 
here  about  two-thirds  of  all  the  imports  of  the  country,  and  export  from  hence 
about  47  or  48  per  cent,  of  all  the  exports,  exclusive  of  specie. 


DEATHS. 

At  Allentown,  Pa.,  on  Monday,  February  1st,  aged  fifty-one  years,  Francis 
E.  Samuels,  Cashier  of  the  Second  National  Bank  of  Allentown. 

At  St.  Johnsbury,  Vt.,  on  Tuesday,  February  16th,  aged  fifty-six  years,  Joel 
Fletcher,  President  of  the  Lake  City  Bank  of  Lake  City,  Minnesota, 

At  Philadelphia,  on  Saturday,  March  13th,  aged  fifty-four  years,  Nathaniel 
B.  Browne,  President  of  the  Fidelity  Insurance,  Trust  and  Safe  Deposit 
Co.  of  Philadelphia. 

At  Providence,  R.  I.,  on  Monday,  March  15th,  aged  seventy-three  years. 
Benjamin  White,  Cashier  of  the  Phenix  National  Bank  of  Providence. 

At  Chicago,  on  Tuesday,  March  16th,  aged  sixty  years,  John  B.  Dickinson 
(of  the  firm  of  Dickinson  & Co.,  Bankers,  New  York),  formerly  President  of  the 
Tenth  National  Bank  of  New  York. 
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THE  BANKS  AND  THE  PREVENTION  OF  PANICS. 

“ Never, ” it  has  been  said,  “have  financial  crises  been  found 
to  derive  their  origin  from  any  other  source  but  the  banks.”  This 
is  a grave  charge,  and  we  do  not  think  it  altogether  just.  But 
there  is  enough  of  truth  in  it  to  explain,  if  not  to  justify,  the  jeal- 
ousy with  which  the  banks  are  always  regarded  in  limes  of  panic 
and  afterwards.  Thus  nearly  every  great  monetary  crisis  in  Eng- 
land has  been  followed  by  a Parliamentary  discussion  on  banking 
reform.  To  the  more  important  of  them  we  owe  the  English  Com- 
missions of  Inquiry,  whose  reports  have  been  so  suggestive  and 
valuable.  Similarly  in  this  State  the  panic  of  1837  was  followed 
by  an  agitation  which  resulted  in  the  establishment  of  the  general 
banking  law  of  1838;  the  panic  of  1847,  a^so>  was  followed  by 
new  banking  legislation,  by  the  closer  union  of  the  banks,  the 
establishment  of  the  Clearing-House,  the  publication  of  the  weekly 
bank  statement,  besides  other  improvements  too  numerous  to  men- 
tion. 

Passing  to  the  panics  of  1857  and  1861,  they  helped  to  create 
for  us  the  National  Banking  System.  And  as  for  the  panic  of  1873, 
it  will  be  found  to  have  its  appropriate  compensation  in  the  fu- 
ture, if  the  banks  will  only  carry  out  the  wise  advice  which  was 
given  them  by  the  Committee  of  the  Clearing-House  who  were 
appointed  to  investigate  the  causes  of  the  Jay  Cooke  crisis,  and  to 
report  upon  it.  Their  report  gave  an  elaborate  discussion  of  the 
question:  How  can  banks  prevent  panics?  We  scarcely  know  a 
more  appropriate  subject  for  discussion  at  the  approaching  Conven- 
tion of  bank  officers.  We  propose  briefly  to  suggest  to  that  body 
some  of  the  conclusions  arrived  at  by  the  Committee  of  1873. 

First  of  all,  the  Committee  declare  that  the  banks  should  cease 
to  pay  interest  on  deposits.  They  argue  that  “No  institution  can, 
in  the  long  run,  purchase  deposits  of  money  payable  on  demand 
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of  the  owners,  and  at  the  same  time  secure  to  itself  a just  and 
proper  compensation  for  the  business,  without  violating  some  of 
the  conditions  indispensable  to  the  public  safety.  It  must  either 
risk  them  in  ways  that  are  illegitimate  and  perilous,  or  use  them  in 
excess.  This  has  been  abundantly  proved  by  innumerable  instances 
in  years  past,  and  the  practice  of  paying  interest  for  such  deposits 
was  unanimously  condemned  by  the  bank  officers  in  1857,  as  one 
of  the  principal  causes  of  the  panic  at  that  period.”  Secondly,  they 
say : “ The  evil  results  of  paying  interest  upon  current  deposits, 
avowed  when  the  internal  commerce  of  the  nation  was  conducted 
upon  a specie  basis,  are  greatly  aggravated  when  it  is  carried  on 
by  an  vredeemable  currency,  which  has  a fixed  and  invariable 
volume,  and  which  flows  to  and  from  the  commercial  center  with 
the  changes  of  the  season.  Such  a currency  is  superabundant  in 
summer,  and  instead  of  being  then  naturally  absorbed  and  di- 
minished by  redemption,  it  accumulates  in  banks,  which  cannot 
keep  it  idle  without  loss  of  the  interest  paid  to  its  owners.  Legit- 
imate commerce  does  not  then  demand  it.  It  is  still  subject  to 
instant  call.  There  is  consequently  no  resource  but  to  loan  it  in 
Wall  street.”  The  mischiefs  thus  resulting  are  well  known,  and  need 
not  be  particularly  described.  Thirdly,  the  Committee  show  how 
sensitive  must  of  necessity  be  the  financial  condition  of  the  banks 
whose  deposits  have  been  thus  attracted  by  the  stimulus  of  high 
rates  of  interest.  Such  deposits  are  liable  to  be  concentrated  in  a 
few  institutions,  and  those  by  no  means  the  strongest. 

To  support  these  arguments  the  Committee  appeal  to  figures. 
They  show  that  the  deposits  of  the  sixty  New  York  banks 
for  ten  weeks,  from  5th  July  to  6th  September,  were  $ 232,280,000; 
the  lowest  amount  reached  since  the  panic  was  $143,170,000,  show- 
ing a total  reduction  of  $89,058,000;  of  the  above  amount  during 
the  ten  weeks,  twelve  interest-paying  banks  held  $111,855,000;  the 
lowest  total  reached  by  them  since  the  panic,  $ 52,669,000,  showing 
a loss  in  twelve  banks  of  $ 58,916,000,  and  in  the  other  forty-eight 
banks  of  $30,142,000. 

Thus  when  the  panic  of  1873  commenced,  the  whole  of  the  New 
York  Clearing-House  banks  held  about  two  hundred  millions  of 
deposits.  Of  this  amount  twelve  institutions  held  one-half,  and  the 
other  forty-eight  the  other  half.  The  reserve  of  legal-tender  notes 
was  greatly  in  favor  of  the  latter  number,  for  the  obvious  reason, 
that  banks  which  pay  interest  on  deposits  can  least  bear  to  have 
any  part  of  them  idle.  The  active  demand,  caused  by  the  panic, 
first  came,  as  was  to  be  expected,  for  deposits  due  to  country  banks, 
which  had  been  disturbed  by  failures  of  several  city  bankers,  who 
held  large  balances  of  money  due  to  the  interior. 

These  deposits  were  to  a great  extent  loaned  upon  stocks  and 
bonds  in  Wall  street,  “on  call.”  But  the  rapid  withdrawal  of  de- 
posits from  tlje  banks  made  the  “ call  ” from  every  direction  simul- 
taneous. Borrowers  upon  stocks  were  thus  deprived  both  of  their 
facilities  of  borrowing,  and  of  all  power  to  sell  their  securities.  The 
conflagration  was  so  rapid  and  violent  that  the  whole  fabric  of  our 
financial  system  was  in  danger. 
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We  have  obtained  from  the  Manager  of  the  Clearing-House  the 
precise  figures  of  the  bank  statement  which  were  not  published 
during  the  panic.  It  illustrates  the  argument  of  the  Clearing- 
House  Committee,  and  is  as  follows: 


New  York  Bank  Averages  before  and  after  the  Jay  Cooke  Panic. 


1873.  Loans. 

July  19.  $289,878,100  .$ 
Aug.  23..  289,031,800  .. 
Aug.  30..  288,883,000  .. 
Sept.  6..  288,374,200  .. 
Sept.  13..  284,536,200  .. 
Sept.  20..  278,421,700  .. 
Sept.  27..  266,811,800  .. 
Oct.  4..  268,408,700  .. 
Oct.  11..  265,593,900  .. 
Oct.  18..  261,360,100  .. 
Oct.  25..  254,896,200  .. 
Nov.  I..  253,232,400  .. 
Nov.  8..  249,277,300  .. 
Nov.  15..  248,723,200  .. 
Nov.  22..  248,067,300 
Nov.  29..  248,281,700  .. 
Dec.  6..  252,373,500  .. 
Dec.  13..  254,520,600  .. 
Dec.  20..  257,191,900  .. 
Dec.  27..  258,094,500  .. 

1874. 

Jan.  10..  265,640,000  .. 
Jan.  24..  267,611,100  .. 
Feb.  28..  282,555,700  .. 
Mar.  28..  286,177,500  .. 


Specie. 

32.273.600 

25.144.200 

23.095.200 

21.767.000 

20.442.300 

18.844.600 

1 2,937,3°° 

10.635.500 

11.919.900 

13,388. 5°° 

13.270.600 

14.972.600 

16.878.000 
16,630,400 
17,508,700 

19.507.000 

21.158.600 

22.319.500 

21.987.900 

26.514.300 


Legal  Tenders. 

. $48,872,500 

--  45>532>4°° 
..  44,729,300 
--  38*679,900 
..  36,717,200 
..  34,307.900 
..  21,229,100 
..  12,012,700 
..  10,178,800 
. . 6,280,500 

..  8,777,700 

..  14,724,900 
..  21,040,200 
..  26,095,600 
..  30,809,800 
--  35,881,300 
..  38,214,000 
..  42,060,600 
..  44,567,700 
..  44,664,000 


32.679.100  ..  50,926,000 

34.729.100  ..  57,883,300 
26488,300  ..  61,915,000 
25*439,3°°  **  60,585,100 


Deposits. 

$ 240,206,400 
. 227,691,300 
. 220,390,300 
. 212,772,700 
. 207.217,500 
. 198,040,100 
. 174,527,800 
. 156402,300 
. 156,004,600 

- 153*794.9°° 

- I50.397.7°° 
. 155,824,200 

• 157*967*5°° 

. 161,844,800 
. 167,967,200 

- 174,339,4°° 

. 182,015,300 
. 190,054,200 
. 194,116,500 

- 195,152,100 

. 219,668,000 
. 232,691,800 
. 239,864,300 

- 239,730,900 


Circulation. 
. $27,281,500 
..  27,214,400 
..  27,281,900 

--  27,355,5°° 

••  27,383,400 
..  27414,200 
..  27,327,600 
..  27425,900 
..  27451,600 
..  274534OO 
..  27422,300 
..  27,413,700 
..  27434,800 
--  27,357,700 
..  27,290,800 
..  27,228,500 
..  27,186,100 
..  27,167,200 
..  27,125400 
..  27,156,100 

..  27,169,300 
..  27,624,700 
..  26,775,100 
..  26,726400 


It  is  not  our  purpose  to  discuss  this  vexed  question  of 
“ interest  on  deposits.”  We  content  ourselves  with  indicating  the 
chief  lines  of  argument  relied  on  by  the  Committee.  It  will  be 
remembered  that  the  majority  of  the  New  York  banks  did  not 
wholly  endorse  this  report  or  accept  its  doctrine  on  this  point. 
Another  committee  was  appointed,  who  have  not  yet  made  any 
report  in  favor  of  - paying  interest.  They  will  do  well  to  prepare 
their  document  at  an  early  day  for  the  information  of  the  public, 
as  the  London  Joint-Stock  banks  pay  interest  on  their  deposits, 
and  have  done  so  for  the  past  fifty  years.  The  profits  they  make 
on  their  deposits  range  from  one  to  two  per  cent.  The  London 
Economist  publishes  the  following  statistics  of  these  profits  compiled 
from  the  reports  of  the  banks  for  the  year  1874 : 


Profits  on  Deposits  by  the  Various  Banks. 

1874.  1873.  1872. 

Per  Cent.  Per  Cent.  Per  Cent 


£ 


London  and  Westminster 1 

City 2 

Imperial 3 

Alliance 3 

Consolidated 2 

Central 3 

London  and  South-Western 3 

London  and  County 2 


s. 

d. 

£ 

s. 

<L 

£ 

s. 

d 

9 

5 

. . 1 

H 

9 -• 

1 

12 

1 

5 

2 

..  2 

19 

8 .. 

2 

M 

7 

12 

3 

••  3 

8 

10  .. 

2 

XI 

4 

1 

10 

••  3 

4 

2 .. 

2 

*4 

5 

>5 

3 

- 3 

3 

4 *• 

2 

11 

7 

1 

5 

-•  3 

9 

6 .. 

3 

10 

3 

>3 

7 

-•  3 

15 

8 .. 

3 

12 

7 

4 

4 

..  2 

7 

4 -• 

2 

3 

2 
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Without  expressing  any  opinion  on  the  general  question  at  issue, 
we  think  the  forthcoming  report  of  the  Clearing-House  Committee 
ought  not  to  overlook  the  example  of  the  London  Joint-Stock 
Banks. 

Leaving  the  question  of  deposits,  we  next  come  to  the  loans 
and  reserves.  Here  we  approve  unhesitatingly  of  the  proposition 
of  the  Committee,  which  is,  that  all  banks  should  make  a point 
of  holding  in  quiet  periods  of  the  year  more  than  the  legal  aver- 
age of  reserve,  so  that  they  may  be  ready  to  meet  the  periodical 
demands  of  returning  activity  without  producing  spasms  in  the 
money  market.  And  as  to  loans,  the  necessity  of  avoiding  the 
locking  up  of  any  part  of  the  bank  assets  in  unavailable  securities 
cannot  be  too  strongly  or  too  frequently  urged. 

Among  the  tests  which  have  been  proposed  as  to  whether  reck- 
less loans  are  making  by  our  banks,  one  of  the  most  practical  is 
afforded  by  the  records  of  mercantile  failures.  Tried  by  this  test 
our  banks  do  not  seem  to  be  chargeable  with  much  excess  at 
present.  We  may  appeal,  in  confirmation,  to  the  figures  lately  pub- 
lished of  the  mercantile  failures  for  the  year  1874.  To  the  same 
effect  are  the  reports  of  the  first  quarter  of  1875,  which  have  just 
been  prepared  by  Messrs.  Dun,  Barlow  & Co.,  and  compare  as 
follows  with  the  records  of  previous  years : 

Failures  in  United  States  First  Three  Months,  1872-1875. 


1872 

Total  Failures 
for  Year. 

4,067  

One  Quarter 
of  Same. 

1,017  

Total  Liabilities 
for  Year. 

$ 121,056,000  . 

One  Quarter 
of  Same. 
$30,264,000 

i«73---- 

• •••  5»!^3  .... 

1,295 

228499,000  . 

57,124,000 

1874.... 

...  5,830 

First  Quarter 

1,457 

*S5»239>°°°  • 

38,809,000 

1875.... 

L733 

First  Quarter.  . 

38,873,000 

Failures  in  the  various  States,  January  i to  March  31,  1875. 


States. 

Alabama 

Arkansas  

California 

Connecticut 

Delaware 

District  of  Colum- 
bia  

Florida 

Georgia 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine* 

Maryland 

Massachusetts. . . . 

Michigan 

Minnesota 

Mississippi 


Mo.  of 

Amount  of 

States. 

Xo.  of 

Amount  of 

Failures. 

Liabilities. 

Failures. 

Liabilities 

>5 

$ 366,000 

Missouri 

6S  - 

$1-199.55° 

2 

27,000 

Nebraska. 

16  .. 

120,000 

6l 

675.971 

New  Hampshire.. 

.. 

81,758 

41 

297,761 

New  Jersey 

II 

5 

65,000 

New  York ... 

152  .. 

2,694,562 

New  York  City. .. 

197  -- 

8, 49°,  5°° 

5 

28,824 

North  Carolina ... 

16  .. 

123,000 

4 

160,000 

Ohio 

73  -- 

',187.155 

40 

1,037,300 

Pennsylvania. 

155  .. 

4,927,606 

l 

2,385,018 

1,661,349 

Rhode  Island 

South  Carolina  .. . 

21  .. 

61  .. 

476,394 

989,236 

4 

376.265 

Tennessee 

23  - 

143.765 

*9 

83.3°° 

Territories 

32  -- 

546.702 

3* 

1,196,000 

Texas 

67  - 

660,100 

6 

305.831 

Vermont 

7 -• 

31,200 

— . 

Virginia  & W.  Vir- 
ginia   

642,765 

44 

78043s 

47  - 

5,514,000 

Wisconsin 

57  •• 

419.384 

61 

511,041 

■ ■ ■ ■ 

$38,873^ 

38 

250,000 

Total 1,733 

17 

418,450 

* Included  in  statement  from  Massachusetts. 
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SPECIE  PAYMENTS  AND  THE  GOLD  SUPPLY. 

Rarely  since  the  suspension  of  specie  payments  in  1861 
has  the  question  of  the  available  supply  of  gold  in  the  world  been  so 
much  discussed  as  of  late  at  home  and  abroad.  The  agitation  is 
partly  due  to  the  Finance  bill  of  January,  fixing  1st  of  January, 
1879,  as  the  day  for  our  resumption  of  coin  payments.  Partly, 
however,  the  agitation  arises  from  the  fact  that  the  supply  of  gold 
from  the  mines  has  somewhat  fallen  off,  while  that  of  silver  has 
increased,  so  that  the  equilibrium  of  value  established  between  the 
two  metals  has  seemed  in  danger  of  being  disturbed.  Another 
-cause  is  the  new  policy  of  Germany,  which  has  led  to  the  substi- 
tution of  a gold  standard  for  the  old  silver  standard,  causing  much 
of  the  old  silver  coinage  to  be  melted  down,  and  its  place  supplied 
either  by  paper  or  gold.  A third  cause  of  the  general  agitation 
as  to  the  gold  supply  is  the  Franco-German  war,  causing  an  im- 
mense displacement  of  capital,  and  some  heavy  transfers  of  the 
precious  metals  all  over  Europe. 

We  have  published  during  the  period  under  review  a number  of 
papers  on  the  subject,  of  various  degrees  of  merit.  It  may  be  of 
service  if  we  now  collect  the  latest  aggregates  from  various  sources, 
and  thus  try  to  determine  the  stock  of  gold  available  for  trade,  and 
the  rate  of  production  of  the  probable  future.  In  addition  to  the 
German  demand,  it  must  be  remembered  that  there  is  a demand  to 
make  good  the  wear  and  tear  as  -well  as  the  casual  loss  of  the 
existing  stock  of  gold,  a demand  which  is  estimated  to  approach 
$15,000,000  a year,  and  also  that  Japan  is  likewise  coining  gold. 
France  appears  to  be  almost  ready  to  resume  cash  payments,  and 
Holland  has  under  consideration  a plan  for  adopting  a single  gold 
currency.  Italy,  Austria,  Russia,  Turkey,  and  Spain  are  all  at 
present  under  a regime  of  inconvertible  paper,  but  there  seems 
little  probability  of  their  being  speedily  in  a position  to  return  to 
cash  payments.  The  only  addition  to  the  existing  demand  to  be 
apprehended  in  the  immediate  future,  then,  will  be  confined  to  Ger- 
many,  Japan,  France,  and  Holland. 

According  to  a statement  we  published  recently  from  the  London 
Economist , the  aggregate  produce  of  all  the  gold  mines  since 
1848  has  amounted  to  $2,742,700,000.  In  1848  it  was  estimated 
that  the  total  stock  of  gold  then  existing  was  about  $2,800,000,000. 
If  this  estimate  was  nearly  correct,  the  yield  of  the  mines  during 
*he  past  twenty-seven  years  nearly  equals  the  whole  stock  of  gold 
existing  in  the  commercial  world  at  the  beginning  of  the  period. 
But  if  the  wear  and  tear  and  the  casual  losses  of  the  twenty- 
seven  years  reached  $15,000,000  per  annum,  there  would  have  To 
be  deducted  a total  sum  of  $405,000,000.  The  existing  stock 
gold  in  the  commercial  world  at  the  present  moment  would 


Digitized  by  LjOOQle 


830 


banker’s  magazine. 


[May, 

therefore  somewhat  exceed  five  thousand  millions  of  dollars.  It 
would  be  interesting  to  ascertain  how  much  of  this  enormous 
sum  is  in  the  form  of  gold  coin,  but  there  are  no  means  of  deter- 
mining the  question.  The  productiveness  of  the  mines  reached  its 
maximum  in  1856,  when  the  aggregate  production  was  $160,000,000, 
of  which  the  United  States  yielded  $75,000,000,  Australia 
$70,000,000,  and  Russia  $15,000,000.  Since  1856  the  yield  has 
been  declining.  Last  year  the  estimate  was  $96,250,000,  of  which 
Australia  produced  $43,750,000,  the  United  States  $30,000,000,  and 
Russia  $22,500,000.  While  we  observe  a great  falling  off  in  the 
yield  of  the  Australian  mines,  on  the  other  hand  there  was  an 
increased  productiveness  in  the  Russian  mines.  Allowing  for  the 
$15,000,000  to  make  good  wear  and  tear,  the  additional  supply 
last  year,  to  meet  the  demands  of  all  the  world,  both  for  coinage 
purposes  and  the  arts,  was  but  little  over  $80,000,000,  or  not 
greatly  more  than  half  the  additional  supply  of  1856.  Assuming 
that  no  new  gold  mines  are  discovered,  it  would  seem  probable, 
therefore,  that  the  rise  of  prices  due  to  the  increased  supply  of  gold 
has  now  reached  its  maximum.  Indeed,  if  the  productiveness  of  the 
mines  continues  to  decrease,  a fall  is  not  improbable.  This  would 
undoubtedly  be  an  advantage.  On  the  other  hand,  since  1848, 
trade  has  received  extraordinary  extension  as  well  as  extraordinary 
development.  Much  more  gold  is  consequently  required  for  the 
settlement  of  international  engagements.  If  the  decreasing  produc- 
tiveness of  the  mines  should  cause  a scarcity  of  the  metal  suffi- 
cient to  embarrass  the  money  market,  this  trade,  it  has  been  said, 
would  probably  suffer. 

It  is,  of  course,  the  productiveness  of  the  mines  which  chiefly 
determines  the  abundance  or  scarcity  of  the  metal,  and  consequently 
its  value.  But  another  circumstance  must  be  taken  into  account : 
the  stock  of  gold  which  may  be  hoarded  away  or  held  in  reserve 
in  the  countries  where  cash  payments  are  at  present  suspended. 
Now  in  the  Ufiited  States,  in  the  year  1859  the  amount  of  gold 
and  silver  in  our  banks,  in  the  Treasury,  and  in  circulation  was 
estimated  at  $ 250,000,000.  The  quantity  since  raised  from  the 
American  mines  is  $895,000,000,  Of  this  latter  quantity  some- 
what less  than  one-fourth  is  silver.  Assuming  that  the  proportion 
of  silver  in  the  coinage  of  1859  was  about  the  same,  we  find  that 
our  gold  currency  in  that  year  was  about  $ 150,000,000.  The 
total  gold  raised  since  the  beginning  of  i860  has  been  about 
$675,000,000,  and  the  total  imports  $155,000,000,  making  an 
aggregate  of  production  and  imports  of  $830,000,000.  The  total 
exports  during  the  same  period  have  been  $ 765,000,000.  The 
surplus  remaining  in  the  United  States,  therefore,  wbuld  be 
$115,000,000.  But  it  should  be  observed  that  in  i860,  1861,  and 
1863  the  silver  exported  is  not  distinguished  from  the  gold.  This 
would  make  the  gold  exports  appear  larger  than  they  really  were, 
and  of  course  would  increase  the  existing  surplus. 

'Besides  our  mines,  however,  there  is,  as  we  have  hinted,  another 
source  to  which  we  can  repair  for  supplies  of  gold.  We  refer  to 
our  hoards  of  the  precious  metals,  which  are  variously  estimated  at 
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from  $100,000,000  to  $150,000,000.  The  experience  of  every  country 
after  suspension  justifies  the  belief  that  on  the  resumption  of  specie 
payment,  much  of  this  accumulated  coin  of  gold  and  silver  would 
come  out  of  its  hoards,  and  would  be  available  for  use  as  a circu- 
lating medium,  adding  greatly  to  the  productive  capital  of  the 
country.  Estimating  these  hoards  as  available  to  the  extent  of  85 
millions  only,  we  have  200  millions  of  dollars  in  gold  and  silver 
coin  ready  to  come  into  active  use  when  specie  resumption  calls 
it  out. 

There  is  in  these  facts  no  support  for  the  theories  of  the  gold  specu- 
lators who  are  so  ingeniously  maneuvering  in  Wall  street  in  favor  of 
a rise  in  the  premium.  They  argue  that  because  the  Bank  of  England 
has  depleted  its  coin  balance  of  late,  therefore  several  millions  of 
gold  may  in  consequence  be  exported  from  New  York.  But  as  our 
production  of  the  precious  metals  is  estimated  this  year  at  70  millions 
of  dollars,  it  is  evident  that  we  shall  be  able  without  any  serious  incon- 
venience to  spare  all  the  gold  that  is  at  all  likely  to  be  wanted  from 
us,  either  by  England  or  Germany.  . It  is  reassuring  to  know  this,  for 
we  are  a debtor  nation,  and  owe  a great  deal  of  money  abroad,  which 
is  at  any  time  liable  to  be  called  for  in  gold, or  its  equivalent;  and  as 
we  cannot  reverse  the  laws  of  trade  so  as  to  keep  our  gold  from  going 
out  of  the  country,  it  is  well  for  us  to  know  that  we  can  spare  all 
that  we  are  likely  to  be  asked  to  export  in  the  early  future. 


ANALYSIS  OF  THE  POPULATION  OF  THE  GLOBE. 

In  reading  the  economic  works  of  Hume,  Adam  Smith,  Dugald 
Stewart,  Quesnay,  Condillac,  and  other  writers  of  the  eighteenth 
century,  one  is  surprised  to  find  how,  in  spite  of  their  defective 
means  of  information  as  to  statistics,  they  still  contrived  to  approach 
accuracy.  In  regard  to  the  population  of  the  globe,  we  must, 
perhaps,  make  an  exception  to  this  statement.  In  the  eighteenth 
century  the  aggregate  was  estimated  at  from  500  to  800  millions. 
Twenty-five  years  ago  the  accepted  estimate  was  1,000  millions. 
The  latest  estimate  we  have  seen  is  that  of  Dr.  Wagner,  who  re- 
ports the  population  of  the  globe  at  the  present  time  to  be 
1, 39 1. 03 2, 000.  Of  course  the  figures  are,  in  many  cases,  purely 
conjectural;  but  still  it  is  a peculiarity  of  Mr.  Wagner’s  esti- 
mate that  it  contains  a smaller  proportion  of  conjectural  figures 
than  any  other  estimate  heretofore  published.  The  aggregate 
population  of  the  world  Mr.  Wagner  estimates  as  follows: 

POPULATION  OF  THE  WORLD. 


1.  America 84,542,000 

2.  Europe 300,532,000 

3.  Asia 798,220,000 

4.  Australia  and  Polynesia 4,438,000 

5.  Africa 203,300,000 


Total  population 
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As  to  the  population  of  America,  Mr.  Wagner  divides  it  into 
four  groups:  North  America,  51,991,500;  Central  America, 

2,891,500;  the  West  Indies,  4,202,400,  and*  South  America, 
25,536,600,  giving  a total  of  84,542,000.  The  particulars  are  as 
follows : 


North  America. 

Greenland 

Canada  (census  1871) 

Newfoundland 

St.  Pierre  and  Miquelon 

United  States  and  Alaska,  (census  1870) 

Mexico  (census  1869) 

Bermudas 


10,500 

3.7<8.745 

146,536 

38,925^9$ 

9’1& 


Total  of  North  America 


Central  America. 


Guatemala 1,194,000 

Honduras 351,800 

British  Honduras 24,700 

San  Salvador 6co,ooo 

Nicaragua 250,000 

Costa  Rica 165,000 

Panama 236,000 


Total  of  Central  America 


We5t  Indies. 

Spanish  possessions,  Havana, 202488 (census  1867).... 

British  possessions 

French  possessions 

Dutch  possessions 

Danish  possessions 

Swedish  possessions 

Hayti 

San  Domingo 


2,068,870 

1,042,585 

306,244 

35»4«2 

37,821 

2,898 


572,000 

136,500 


5I»99I»500 


2,891,500 


Total  of  West  Indies 

South  America. 

Venezuela 

States  of  Colombia 

Guiana 

Brazil 

Ecuador  

Peru 

Chili 

Argentine  Republic 

Uruguay 

Patagonia  and  Fireland 

Paraguay 

Falkland  Islands 

Total  of  South  America 

Total  population  of  America 


1.400.000 

2.774.000 
282,300 

10,000,000 

1.300.000 

4.500.000 

2.043.000 
1,812,500 

400,000 

24,000 

1,000,000 

8co 


4,202400 


25,536,600 

84,542,000 


The  population  of  Europe  is  nearly  five  times  that  of  America, 
but  less  than  half  as  large  as  the  population  of  Asia.  The  sta- 
tistics are  as  follows: 
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Europe. 

Russia  and  Finland 71,174,198 

German  Empire 41,060,695 

France 36,102,921 

Austro-Hungary 35,91 2,755 

Great  Britain  and  Ireland,  including  Gibraltar,  Malta, 

and  Heligoland 31,977,128 

Italy,  with  Monaco  and  San  Marino 26,811,584 

spain--. *6,551,647 

Turkey,  including  Servia,  Romania,  and  Montenegro.  15,737,019 

Belgium 5,087,105 

Portugal  and  Azores 4,249,503 

Sweden 4,250,402 

Netherlands 3,674,402 

Switzerland 2,669,147 

Denmark,  with  the  islands  of  Iceland  and  Faroe 1,864,496 

Norway 1,741,621 

Greece 1,457,849 

Luxemburg 197,528 

Andorra 12,000 


Population  of  Europe  and  European  Islands 

Asia. 

Turkey  in  Asia 13,686,315 

Russia  in  Asia 10,961,532 

Arabia 3, 700,000 

Persia 5,000,000 

Toorkistan,  with  Toorkomania,  Khokand,  Bokhara  and 

Chiva 4,556,000 

Afghanistan,  with  Beluchistan  and  Kalfiristan 5,300,000 

China 425,392,937 

Japan 33,110,503 

Hmdoostan,  with  British  possessions  and  Ceylon 240,112,001 

Burmah,  Siam  and  Cochin-China 25,935,082 

East  India  Islands 30,465,030 


Total  of  Asia  and  Asiatic  Islands 

Australia  and  Polynesia. 

Australian  Continent 1,674,500 

Polynesian  Islands 2,763,500 


Population  of  Australia,  etc - 

Africa. 

Egypt 8,442,000 

Morocco 6,000,000 

Tunis 2,000,000 

Algiers 2,414,000 

Tripoli,  Barka  and  Fezan  1,150,000 

Sahara 3,700,000 

Abyssinia 3,000,000 

Samauli 8,000,000 

Galla-country  and  country  east  of  White  Nile 15,058,000 

Mohammedan  States  of  Central  Soudan 38,800,000 

West  Soudan,  Upper  Guinea,  and  Equatorial  region. . 89,100,000 

South  Africa 20,285,009 

Islands 5,351,000 


Population  of  Africa 

Population  of  Europe,  Asia  and  Africa 
Population  of  America 

Total  population  of  the  Globe 


300,532,000 


798,220,000 


4,438,000 


203,300,000 


1,306,490,000 

84,542,000 
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It  would  be  an  extremely  interesting  task  if  we  could  go  over 
the  statistics  of  the  several  countries  and  compare  their  rapidity 
of  growth  in  regard  to  population.  We  have  not  the  data  for  such 
a task,  however,  except  for  some  of  the  countries  of  Europe. 
Some  interesting  tables  were  compiled  a few  years  ago,  showing 
the  rate  of  the  annual  increase  of  the  population  during  the  forty 
years  ending  in  1866.  The  result  was,  that  during  that  period 
France  had  an  average  yearly  increase  of  .47  per  cent,  in  her  popu- 
lation; England  and  Wales,  1.30  per  cent.;  Prussia,  1.18  percent.; 
South  Germany,  .42  per  cent. ; Belgium,  .54  per  cent. ; Sweden,  .99 
per  cent.;  Netherlands,  .77  percent.;  Saxony,  1.54  per  cent.;  Den- 
mark, 1. 10  per  cent.;  Norway,  1.2 1 per  cent. 

So  far  as  is  known,  France  is  now  making  less  increase  in  popu- 
lation than  any  other  European  country.  Another  point  of  com- 
parison is  as  to  the  population  of  the  large  cities.  For  the  past  125 
years  there  has  been  a steady  tendency  of  the  population  of 
Europe  to  concentrate  itself  in  large  cities.  The  effect  of  the 
movement  is  exhibited  in  the  following  table;  the  second  column 
of  which  shows  the  total  population  of  the  various  countries,  while 
the  third  and  fourth  columns  give  the  number  of  cities  having 
over  50,000  inhabitants  and  their  aggregate  population,  while  the 
last  column  shows  the  number  of  the  residue  of  the  inhabitants: 
Population  of  Europe,  Separating  the  Cities  over  50,000  Inhabitants. 

Total  No.  oj  Population  Rest  of 

Population.  Cities.  of  Cities.  Population . 

41,060,695  ..  34  ..  3,704,080  .. 

35.9I2.7SS  ••  «o  ..  1,713.893  -•  34,|98>8j>2 

2,669,147  ..  2 ..  124,860  ..  2,544^87 

1,864496  ..  I . . l8l,29I  ..  1, 683,205 

5,992,023  ..  3 ..  269,721  ..  5,722,302 

3,674402  ..  4 ..  554.622  ..  3,119,78° 

5,087,105  ..  4 ..  668,651  ..  4418454 

31,977,128  ..  40  ..  8,828,275  ..  23,148,853 

36,102,921  ..  .23  ..  4.183,654  ..  3 1, 919.267 

16,551.647  -•  8 ..  953.32i  --  15.598.32° 

4.249,5°3  --  2 ..  313,257  - 3.93W 

26,811,584  ..  24  ..  2,869,949  ..  23,941,635 

15,737,019  -•  6 ..  1,111,754  ..  14.625,265 

71,174,198  ..  14  ..  2,487,001  ..  68,887,197 

197,328  ..  o 

1457,894  --  o 

12,000  ..  o 


Total  population  of  Europe 300,532,000  ..175  -.  27,964,329  272,567,771 

Total  population  of  United  States..  38,925,598  ..  27  ..  4,974,274  ..  33,951,324 

The  great  economic  causes  which  have  been  at  work  throughout 
Europe  during  the  past  century,  giving  to  the  population  of 
Europe  a tendency  to  leave  the  country  districts,  and  to  con- 
centrate itself  in  large  cities,  we  shall  endeavor  in  a future  article 
to  analyze,  and  to  ascribe  to  each  its  due  force.  The  statistics  of 
the  subject  have,  however,  an  interest  of  their  own,  independently 
of  the  industrial  and  financial  forces  to  which  they  owe  their 
origin. 


Germany 

Austro- Hungary 

Switzerland 

Denmark 

Sweden  and  Norway 

Netherlands 

Belgium 

Great  Britain 

France 

Spain 

Portugal 

Italy 

Turkey  in  Europe . . . 

Russia  in  Europe 

Luxemburg 

Greece 

Andorra 
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WORKMEN’S  STRIKES  AND  THE  GROWTH  OF  WEALTH. 

One  of  the  evil  results  of  the  rapid  growth  of  wealth  in  our  day 
is  the  frequent  strikes  of  workmen  in  the  mining  and  manufacturing 
districts,  both  of  this  country  and  of  Europe.  In  England  and 
Germany  the  trouble  has  been  greater  than  here.  France  is  the 
country  which  seems  to  suffer  least,  and  in  great  part  the  rapid 
growth  of  the  French  trade  during  the  last  few  years  is  due  to  this 
exemption  from  strikes.  The  excesses  of  the  Commune  have  thus 
brought  their  compensation.  The  turbulent  minority  of  idle  work- 
men, who  have  in  all  other  countries  been  allowed  to  remain  and 
infect  the  masses  of  their  confreres,  have  in  France  been  killed  off, 
or  have  been  exiled,  or  have  been  thoroughly  crushed  and  cowed, 
or  converted  into  industrious,  quiet  citizens.  It  is  impossible  to 
overestimate  the  importance  of  this  circumstance  in  promoting  the 
growth  of  the  manufacturing  enterprise  of  France,  while  her  rivals 
in  trade  are  embarrassed  by  strikes,  and  hindered  from  putting 
forth  their  full  energies  for  the  development  of  their  national  indus- 
tries. France  is  a unit,  and,  being  exempt  from  such  troubles,  can 
push  her  trade  in  all  directions. 

In  this  country  the  strikes  of  the  last  two  or  three  years  have 
had  much  to  do  with  the  slow  recovery  of  our  industry  from 
the  panic.  Perhaps  they  had  some  influence  in  bringing  it  on. 
At  any  rate  they  have  checked  the  recuperative  energies  of  the 
nation,  and  retarded  the  reaction.  It  would  be  an  easy  task  to 
expose  the  fallacies  on  which  the  claims  of  the  workmen  rest. 
For  example,  they  claim  that  as  all  wealth  is  produced  by  labor y 
therefore  their  class,  the  workingmen , as  they  call  themselves,  create 
all  the  wealth  that  there  is  in  the  country,  and  thus  have  a right 
to  a larger  share  of  what  they  produce.  Nothing  can  be  more 
absurd.  What  would  be  the  creation  of  wealth  by  a few  millions  of 
workmen,  if  we  were  dependent  on  their  manual  labor  alone,  and 
if  this  labor  were  not  supplemented  by  the  work  of  steam  engines 
and  labor-saving  machines,  equal  in  this  country  to  1,300  millions 
of  men,  or  to  the  whole  population  of  the  globe  ? So  far  from  the 
laborers  and  mechanics  of  this  country  claiming  the  honor  of 
creating  all  the  wealth  we  have,  it  has  been  sometimes  argued 
that  “ their  chief  use,  their  simple  task,  is  to  do  the  remnant  of 
work  which,  as  yet,  our  machinery  has  not  been  sufficiently  im- 
proved to  accomplish.  Accordingly,  as  years  pass  away,  this  mar- 
gin of  work  grows  less  and  less,  and  as  it  contracts,  the  claims  of 
the  laborers  and  mechanics  founded  upon  it  should  contract  also.” 

Without  going  so  far  as  this,  we  may  very  properly  remind  our 
laborers  and  mechanics  that  popular  opinion  overestimates  their 
rights.  Where  they  count  by  scores  and  hundreds  of  men,  the 
machinery  their  masters  own  is  equivalent  to  the  labor  of  thousands 
of  men.  Take,  for  example,  a cotton  factory,  with  its  carding,  spin- 


Digitized  by  LjOOQle 


836 


banker’s  magazine. 


[May, 


ing  and  weaving  machinery,  worked  by  a steam  engine  of  a hundred 
horse-power  or  more.  How  shall  we  estimate  the  number  of  men 
whose  productive  power  such  a machine  represents?  The  evil 
done  to  such  a factory  by  a strike  is  not  only  that  200  or  300 
men,  women  and  children  become  idle  and  unproductive,  but  also 
that  the  iron  arms  of  the  machinery  become  idle  too,  and  thus 
entail  a tenfold  loss  of  productive  power  upon  the  community. 

In  view  of  these  facts,  who  will  claim  that  the  work-people  have 
a right  to  use  intimidation  in  support  of  a strike  ? A man  may 
no  doubt  refuse  to  work.  Any  number  of  men  may  combine  in 
such  a refusal.  But  the  refusal  must  be  wholly  voluntary.  No 
recusant  workman  has  a right  to  intimidate  or  prevent  his  fellow- 
workman  from  getting  his  living  and  supporting  his  family  by 
honest  work.  Still  less  have  mechanics  and  work-people  the  right 
they  claim  to  stop  factories,  and  mines,  and  machinery  from  work- 
ing in  order  to  carry  out  a strike. 

It  is  a mistake  to  call  these  strikes  a fight  of  labor  against  capi- 
tal. They  are  really  a fight  of  a few  laborers  against  the  many,  a 
fight  of  hundreds  against  millions  and  tens  of  millions,  a fight  of 
the  weakest  and  most  ignorant  working  men  against  a whole  nation 
of  intelligent,  law-abiding  citizens,  supported  by  law,  by  capital, 
and  by  the  forces  of  civilization  and  material  growth.  The  only 
way  in  which  mechanics  and  laborers  have  ever  advanced  perma- 
nently their  condition,  is  not  by  'striking  against  capital,  but  by 
means  of  hard  work  and  steady  thrift,  making  themselves  capita- 
lists. To-day  almost  all  our  leading  capitalists  and  captains  of  in- 
dustry are  men  who  started  life  with  no  better  aid  than  the  educa- 
tion which  this  country  offers  without  charge. 


ARE  BANKS  RESPONSIBLE  FOR  DEPOSITED  BONDS? 

Ever  since  the  war  and  the  consequent  multiplication  of  five- 
twenties,  seven-thirties,  ten-forties,  and  other  coupon  bonds,  the  own- 
ership of  which  passes  by  manual  delivery,  vast  amounts  of  these 
bonds  have  been  owned  by  all  classes  of  the  community,  and  the 
holders  of  Government  securities  became  more  numerous  in  the 
United  States  than  in  any  other  country  except  perhaps  in  France, 
since  the  immense  loans  caused  by  the  disasters  attending  the  ex- 
tinction of  the  Empire  and  the  close  of  the  Franco- Prussian  war. 
One  consequence  of  the  increase  of  these  bonds  was,  that  many 
owners  of  such  property,  having  no  place  of  security  in  which  to 
deposit  their  bonds,  frequently  took  them  to  some  bank  in  their 
neighborhood,  just  has  they  had  been  used  to  deposit  there  their 
plate,  deeds,  or  other  valuables.  Before  long,  however,  a multitude 
of  bond  robberies  took  place  in  various  parts  of  the  country,  and  as 
the  detectives  were  not  very  successful  either  in  bringing  the  thieves 
to  conviction  or  stripping  them  of  their  plunder,  the  question  arose, 
how  far  the  banks  who  accepted  without  charge  the  custody  of 
bonds  for  their  customers,  were  responsible  to  the  owners  in  case 
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the  bonds  were  stolen  from  the  vaults  of  the  bank  by  burglars. 
This  question  has  just  been  up  before  the  New  York  Court  of  Ap- 
peals, and  the  opinion  of  the  Court  was  delivered  23d  March  by 
Judge  Allen.  The  suit  was  brought  by  the  First  National  Bank 
of  Lyons  against  the  Ocean  National  Bank,  of  this  city.  The  first- 
named  institution  had  deposited  bonds  to  a large  amount  in  the 
vaults  of  the  Ocean  National  Bank  for  safe  keeping.  These  bonds 
were  not  hypothecated,  but  were  simply  placed  without  charge  in 
the  vaults  of  one  bank  for  the  convenience  of  the  other.  While 
the  bonds  were  so  deposited  the  vaults  of  the  bank  were  entered 
by  burglars,  and  a large  amount  of  property  was  stolen,  among 
the  rest  the  bonds  of  the  plaintiff.  The  question  was,  who  should 
bear  the  loss  ? 

It  was  quite  clear  that  the  Ocean  Bank  was  chargeable  with 
negligence.  For  they  had  let  their  basement  to  the  burglars,  who 
hired  there  several  rooms,  among  them  one  which  was  directly  un- 
der the  vaults  of  the  bank  in  which  were  deposited  the  bonds  of 
the  plaintiff  The  Court,  however,  did  not  reach  this  point  in  the 
case,  but  decided  it  on  the  preliminary  question,  whether  the  bank 
had  actually  bound  itself  as  a corporation,  or  could  so  bind  itself, 
by  the  simple  receipt  of  its  President  or  Cashier,  who  received 
bonds  for  deposit  without  hire. 

The  opinion  of  Judge  Alienas  elaborate,  and  we  propose  to 
publish  it  in  full  next  month.  It  decides  the  question  of  responsi- 
bility substantially  as  it  was  decided  by  the  Comptroller  of  the 
Currency  at  Washington,  some  years  ago.  That  officer,  to  whom 
have  been  at  various  times  referred  several  cases  resembling  that 
given  above,  decided  them  on  the  principle  that  as  the  banks  are  not 
empowered  in  their  charters  to  accept  bonds  on  deposit,  the  receipt 
of  its  Cashier  or  President  for  such  bonds  does  not  bind  the  bank, 
unless  such  receipt  is  signed  by  the  express  authority  of  the  Board 
of  Directors.  Now  in  the  case  above  recited  no  such  express 
authority  was  sought  or  claimed.  Affirming  this  principle,  the 
Court  held  that  the  signing  of  the  receipt  by  the  bank  officer,  or 
his  acceptance  of  the  bonds  in  dispute,  must  be  regarded  as  an  act 
uitra  vires , for  which  the  bank  was  not  responsible,  as  its  Board  of 
Directors  had  not  sanctioned  it  by  an  express  vote,  or  by  any 
positive  action. 


MR.  BRISTOW  AND  THE  UNSTAMPED  CHECK 
DISPUTE. 

Mr.  Bristow’  has  promptly  decided  the  unstamped  check  dis- 
pute. Its  history  is  a very  instructive  one.  In  the  year  1868 
the  Commissioner  of  Internal  Revenue,  Mr.  Rollins,  claimed  under 
the  Internal  Revenue  Act  of  1864,  the  right  to  visit  National 
banks,  to  investigate  as  to  the  stamping  of  checks  and  promis- 
sory notes,  and  as  to  the  full  and  correct  payment  of  the  In- 
ternal Revenue  tax  upon  their  dividends.  This  right  which  Mr. 
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Commissioner  Rollins  so  claimed  was  based  on  the  power  given 
by  the  act  to  collectors  and  their  deputies,  etc.,  “to  enter  brew- 
eries, distilleries,  manufactories,  and  buildings  where  property,  articles 
or  objects  subject  to  duty  tax  are  made,  produced  or  kept.”  The 
case  was  elaborately  discussed  before  Mr.  McCulloch,  the  Secre- 
tary of  the  Treasury,  who  disallowed  the  claim,  on  the  ground  that 
the  55th  section  of  the  National  Bank  Act  provides  that  the 
Comptroller  of  the  Currency  shall  have  the  sole  power  of  appoint- 
ing examiners,  who  “ shall  make  a thorough  examination  into  all 
the  affairs  of  the  associations,”  and  that  National  banks  “shall  not 
be  subject  to  any  other  visitorial  powers  than  such  as  are  author- 
ized by  this  act,  except  such  as  are  vested  in  the  courts  of  law 
and  chancery.”  Mr.  McCulloch  decided  that  as  the  National  banks 
were  expressly  protected  against  any  other  visitorial  interference  by 
positive  statute,  the  Commissioner  of  Internal  Revenue  could  not 
appoint  examiners,  and  his  claim  to  do  so  was  disallowed. 

This  decision  of  Mr.  McCulloch  in  1868  was  accompanied  by  in- 
structions to  the  Comptroller  of  the  Currency,  to  require  his  ex- 
aminers to  investigate  as  to  infractions  of  the  Internal  Revenue 
laws,  as  well  as  those  of  the  Banking  law.  The  arrangement 
was  generally  acquiesced  in,  as  it  was  believed  that  the  Comptroller 
had  much  better  facilities  for  making  such  examinations  by  means 
of  his  experts  than  could  possibly  be  acquired  by  the  Internal 
Revenue  Bureau.  Besides  this,  the  banks  are  accustomed  to  the 
examinations  of  the  Comptroller,  and  do  not  object  to  them,  while 
they  do  very  earnestly  remonstrate  and  complain  against  examina- 
tions by  other  persons,  as  causing  a needless,  wanton,  and  vexatious 
interruption  of  business. 

For  many  years  this  decision  has  not  been  questioned,  and  the 
arrangements  made  have  worked  to  the  satisfaction  of  the  banks, 
the  public,  and  the  Treasury.  The  revenue  has  been  collected,  the 
business  of  the  banks  has  not  been  unnecessarily  disturbed,  and  the 
public  have  been  satisfied.  The  recent  agitation  for  the  repeal  of 
the  stamp  tax  on  checks  caused,  however,  some  laxity  in  enforc- 
ing the  law;  and  some  of  the  banks,  especially  in  the  West,  are 
said  to  have  fallen  into  the  habit  of  paying  unstamped  checks  to 
a very  large  extent.  When  Congress  refused  to  repeal  the  tax, 
but  re-enacted  it  in  the  Little  Tariff  Act,  there  was  a natural 
desire  on  the  part  of  the  Internal  Revenue  Bureau  to  enforce  the 
law,  and  to  collect  the  tax  impartially  all  over  the  country.  Ac- 
cordingly, the  old  claim  was  revived  to  appoint  Revenue  inspec- 
tors, and  great  irritation  was  caused  thereby  all  over  the  country. 
As  late  as  the  nth  of  April,  a Washington  telegram  announced 
semi-officially  that  these  agents  of  the  Revenue  Bureau  were  ‘‘going 
on  with  the  work  of  examining  banks  for  the  purpose  of  discover- 
ing unstamped  checks.”  It  was  added  that  “ the  officers  of  the 
Internal  Revenue  Bureau  do  not  anticipate  an  opposition  on  the 
part  of  the  banks  which  will  compel  the  Supervisor  of  Internal 
Revenue  to  bring  suits  under  the  law,  which  prescribes,  it  is  said, 
a penalty  for  refusing  this  examination.  Where  the  old  law  was 
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■evaded  by  bankers,  who  accepted  a receipt  from  the  depositor  in 
place  of  a check,  no  claim  is  made  on  the  part  of  the  Govern- 
ment for  the  stamp  tax,  as  the  Supreme  Court  of  the  United  States 
decided  that  this  receipt  was  not  an  evasion  of  the  law  governing 
bank  check  stamps.  The  new  law,  however,  is  sufficiently  explicit, 
it  is  believed,  to  prevent  a similar  effort  to  resist  the  tax,  and 
covers  receipts  offered  in  place  of  checks.  There  are  a consider- 
able number  of  cases  where  the  neglect  to  stamp  checks  was  un- 
intentional, and  they  are  being  compromised  by  the  Bureau  in- 
stead of  the  trouble  being  taken  to  go  into  the  courts.” 

The  last  sentence  of  this  circular  was  regarded  as  savoring  of 
blackmail,  as  the  penalty  for  every  check  found  unstamped  is  fifty 
dollars,  half  of  which  was  believed  to  go  to  the  informer  or  agent 
who  discovered  the  delinquency.  Now  it  was  argued  that  it  was 
impossible  to  reach  all  the  delinquent  checks,  and  as  the  drawers 
of  them  had  erred  in  many  cases  innocently,  and  from  a belief 
that  the  tax  was  or  soon  would  be  entirely  repealed,  much  public 
annoyance  would  result  from  the  course  adopted  by  the  Internal 
Revenue  Department,  which  was,  moreover,  contrary  to  the  old 
interpretation  of  the  law  adopted  by  Mr.  McCulloch  and  his  suc- 
cessors since  1868.  It  was  also  added  that  the  violations  of 
the  stamp  tax  law  were  much  less  numerous  than  was  pretended 
by  the  Internal  Revenue  officers.  Of  course  the  dispute  had  to 
be  referred  to  the  Secretary  of  the  Treasury  for  decision.  An  able 
argument  was  prepared  by  the  Comptroller  of  the  Currency,  and 
another  by  the  Commissioner  of  Internal  Revenue.  We  regret 
that  our  space  forbids  the  citing  of  these  arguments  in  this  place. 
They  were  laid  by  the  Secretary  before  the  Solicitor  of  the  Treas- 
ury, Mr.  Bluford  Wilson,  whose  opinion  will  be  found  on  page 
905  of  this  issue  of  the  Banker’s  Magazine. 

This  document  is  dated  April  2d,  and  as  the  Secretary  of  the 
Treasury  did  not  wish  to  disturb  the  established  policy  of  the 
Treasury,  which  had  worked  so  well  for  several  years,  it  was 
ordered  that  special  instructions  should  be  issued  to  the  bank 
examiners,  just  as  was  done  under  Secretary  McCulloch  when  the 
question  was  up  before.  In  view  of  this  decision  a letter  has  been 
published  of  the  Commissioner  of  Internal  Revenue  to  the  Secretary 
of  the  Treasury,  as  follows: 

“ The  recent  examinations  of  National  banks  by  Internal  Revenue 
officers  have  developed  the  fact  that,  as  a general  thing,  the  law  in 
regard  to  the  affixing  and  cancellation  of  check  stamps  has  been 
well  observed.  To  make  these  examinations  has  taken  considerable 
time  of  the  officers,  and  consequently  diverted  just  as  much  of  their 
attention  from  the  care  of  distilleries,  breweries  and  tobacco  manu- 
factories. Inasmuch  as  these  examinations  are,  by  reason  of  other 
more  important  engagements,  not  made  as  frequently  as  is  desired, 
I have  the  honor  to  request  that,  if  in  your  judgment  it  is  a proper 
course,  you  instruct,  or  cause  to  be  instructed,  the  bank  examiners 
in  the  employ  of  die  United  States,  whenever  they  examine  the 
condition  of  a bank,  carefully  to  note  and  report  to  this  office  all 


Digitized  by  CjOOQle 


840 


banker’s  magazine. 


[May, 


cases  of  failure  to  stamp  or  cancel  any  bank  check,  draft,  order  or 
voucher  for  the  payment  of  any  sum  of  money,  as  contemplated 
by  section  15  of  the  Act  of  February  8,  1875.  This  policy*  if 
adopted,  will  insure  an  examination  of  the  checks  of  each  National 
bank,  I understand,  some  three  or  four  times  during  each  year,  and 
will  be,  I trust,  a very  considerable  aid  to  this  office  in  the 
enforcement  of  the  law.  Should  such  instructions  be  given,  I beg 
to  be  furnished  with  a copy  thereof,  as  also  with  a list  of  the 
names  of  the  bank  examiners.” 

Whether  this  request  will  be  complied  with,  and  whether  the 
bank  examiners  will  be  empowered  to  examine  the  “State”  banks 
as  well  as  the  National  banks,  has  not  yet  transpired.  The  Com- 
missioner of  Internal  Revenue  is  reported  to  have  compromised  the 
default  of  some  large  bank  for  $50.  If  this  be  true,  an  investiga- 
tion will,  no  doubt,  be  insisted  on  at  the  next  session  of  Congress. 
The  irritating  dispute  which  has  arisen  on  this  subject  is  not 
unlikely  to  lend  renewed  energy  to  the  efforts  for  a repeal  of  the 
check-tax  next  year. 


THE  TAX  ON  CAPITAL. 

Is  credit  capital?  and  if  not,  what  is  capital?  This  difficult 
question  has  long  divided  political  economists,  and  their  dispute 
has  been  the  subject  of  many  learned  treatises.  It  has  just  come 
up  before  the  Supreme  Court  of  the  United  States,  and  has  been 
decided  so  far  as  was  necessary  for  the  issues  involved.  The  suit 
was  brought  by  Joshua  F.  Bailey,  Collector  of  Internal  Revenue, 
against  the  firm  of  Clark,  Dodge  & Co.  of  this  city.  The  way  in 
which  the  abstruse  discussion  first  forced  itself  on  the  attention  of 
the  public  was  this:  In  the  early  part  of  the  war,  among  the  taxes 
imposed  by  the  Internal  Revenue  law  of  1864  was  a tax  on  the 
capital  of  bankers.  The  noth  section  of  that  act,  as  amended  on 
the  13th  of  July,  1866  (14  U.  S.  Statutes  at  Large,  136),  enacts 
u that  there  shall  be  levied,  collected,  and  paid  a tax  of  one- 
twenty-fourth  of  one  per  centum  each  month  * * * upon  the 

capital  stock  of  any  bank,  association,  company,  or  corporation, 
and  on  the  capital  employed  by  any  person  in  the  business  of 
banking  beyond  the  average  amount  invested  in  United  States 
bonds.”  And  the  79th  section  of  the  same  act,  as  amended, 
declares  “ that  every  incorporated  or  other  bank,  and  every  person, 
firm,  or  company,  having  a place  of  business  where  credits  are 
opened  by  the  deposit  or  collection  of  money  or  currency,  subject 
to  be  paid  or  remitted  upon  draft,  check,  or  order ; or  where  money 
is  advanced  or  loaned  on  stocks,  bonds,  or  bullion,  bills  of 
exchange,  or  promissory  notes;  or  where  stocks,  bonds,  bullion, 
bills  of  exchange,  or  promissory  notes  are  received  for  discount, 
or  for  sale,  shall  be  regarded  as  a bank  or  as  a banker.”  (14  U. 
S.  Statutes  at  Large,  1 1 5.)  Now  the  bankers  and  brokers  of  Wall 
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street  rightly  thought  that  this  tax  imposed  upon  their  capital  did 
not  refer  to  their  deposits,  but  simply  to  their  own  money  employed 
by  them  in  their  business  of  banking.  They  held  that  it  did  not 
include  moneys  borrowed  by  them  from  time  to  time  temporarily  in 
the  ordinary  course  of  their  business.  They  applied  and  limited 
the  term  “ capital”  to  the  property  or  moneys  of  the  banker  set 
apart  from  other  uses,  and  permanently  invested  in  the  business. 

Mr.  Justice  Field  delivered  the  opinion  of  the  Court,  which  is 
of  so  much  importance,  and  has  attracted  so  much  attention,  that 
we  give  the  following  copious  extract: 

“During  the  years  1869  and  1870  the  plaintiffs  were  bankers 
within  the  meaning  of  this  statute,  doing  business  in  the  City  of 
New  York,  under  the_  name  of  Clark,  Dodge  & Co.,  and  at  various 
times  between  the  1st  of  April,  1869,  and  the  1st  of  February, 
1870,  they  made  returns,  as  required  by  law,  to  the  Assessor  of 
Internal  Revenue  for  the  district,  of  the  amount  of  their  fixed 
capital  employed  in  banking,  and  of  the  amount  of  moneys  depos- 
ited with  them  by  their  customers.  The  Assessor  required  more 
than  this ; he  insisted,  against  the  objection  of  the  plaintiffs,  that  ail 
moneys  borrowed  by  them  from  time  to  time  and  temporarily,  in 
the  ordinary  course  of  their  business,  formed  a part  of  their  capi- 
tal employed  in  the  business  of- banking,  and  were  subject  to  the 
tax  imposed  upon  capital  under  the  section  cited.  He  accordingly 
assessed  a tax  upon  the  several  amounts  thus  borrowed  within  the 
dates  mentioned,  as  part  of  the  capital  of  the  company.  The 
defendant  was  at  the  time  Collector  of  Internal  Revenue  in  the 
district,  and,  as  such  officer,  enforced  the  payment  of  the  taxes 
thus  assessed,  amounting  to  over  $8,000.  The  plaintiffs  protested 
at  the  time  against  the  legality  of  the  assessment,  and  appealed 
from  the  decision  of  the  Assessor  to  the  Commissioner  of  Internal 
Revenue.  Failing  to  obtain  any  rescission  of  the  assessment  or 
restitution  of  the  moneys  paid,  they  brought  the  present  action  for 
their  recovery. 

“ The  action  was  tried  by  the  Court  without  the  intervention  of 
a jury  by  stipulation  of  the  parties,  under  the  recent  act  of  Con- 
gress. The  Court  found  the  facts  we  have  stated,  but  with  greater 
fullness  of  detail,  and  held  that  the  moneys  thus  temporarily  bor- 
rowed by  the  plaintiffs  in  the  ordinary  course  of  their  business  was 
not  capital  of  the  company  employed  in  the  business  of  banking, 
and  was  not,  therefore,  liable  to  assessment  as  part  of  such 
capital,  and  that  the  assessment  and  collection  of  the  tax  was, 
therefore,  illegal  and  unauthorized.  The  Court  accordingly  gave 
judgment  for  the  plaintiffs.  To  review  that  judgment  the  case  is 
brought  here  on  writ  of  error.  As  appears  from  this  statement  of 
the  case,  the  only  question  for  determination  relates  to  the  mean- 
ing to  be  given  to  the  term  capital  in  the  noth  section  of  the 
Revenue  act.  The  term  is  not  there  used  in  any  technical  sense, 
but  in  its  natural  and  ordinary  signification.  And  it  is  capital  not 
merely  of  individuals,  but  of  corporations  and  associations,  which 
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is  subject  to  the  tax  in  question.  When  used  with  respect  to  the 
property  of  a corporation  or  association  the  term  has  a settled 
meaning;  it  applies  only  to  the  property  or  means  contributed  by 
the  stockholders  as  the  fund  or  basis  for  the  business  or  enterprise 
for  which  the  corporation  or  association  was  formed.  As  to  diem 
the  term  does  not  embrace  temporary  loans,  though  the  moneys 
borrowed  be  directly  appropriated  in  their  business  or  undertakings. 
And  when  used  with  respect  to  the  property  of  individuals  in  any 
particular  business,  the  term  has  substantially  the  same  import;  it 
then  means  the  property  taken  from  other  investments  or  uses  and 
set  apart  for  and  invested  in  the  special  business,  and  in  the 
increase  of  which  property  beyond  expenditures  incurred  in  its  use 
consist  the  profits  made  in  the  business.  It  does  not,  any  more 
than  when  used  with  respect  to  corporations,  embrace  temporary 
loans  made  in  the  regular  course  of  business.  As  very  justly 
observed  by  the  Circuit  Judge,  it  would  not  satisfy  the  demands 
of  common  honesty  if  a man  engaged  in  business  of  any  kind, 
being  asked  the  amount  of  capital  employed  in  his  business,  should 
include  in  his  reply  all  the  sums  which,  in  the  conduct  of  his 
business,  he  had  borrowed  and  had  not  yet  returned.  There  is  no 
difference  in  the  business  of  banking  as  conducted  by  individuals 
from  the  business  as  conducted  by  corporations,  which  would  war- 
rant any  different  meaning  to  be  given  to  the  term  capital  in  the 
two  cases.  Nor  can  any  good  reason  be  stated  why  a distinction 
should  be  made  between  banking  corporations  and  individual 
bankers  in  this  respect.  Independently  of  these  considerations, 
there  would  be  great  difficulty  in  administering  the  law  upon  the 
theory  that  moneys  temporarily  borrowed  are  to  be  treated  as  cap- 
ital, and  taxable  as  such.  The  amounts  borrowed  from  time  to 
time  must  necessarily  vary,  and,  if  they  are  treated  as  additions 
to  the  capital,  the  aggregate  amount  of  the  capital  must  be  con- 
stantly changing.  It  would,  therefore,  be  necessary  for  the  assess- 
ors of  the  Government,  in  order  to  determine  the  capital  to  be 
taxed  every  month,  to  average  the  sums  borrowed,  and  in  adopting 
any  such  course  they  would  be  obliged  to  interpolate  into  the 
statute  the  word  average,  which  was  stricken  out  by  the  amend- 
ment of  1866.  We  are  satisfied  that  the  term,  as  used  in  the 
statute,  was  intended  to  embrace  only  the  fixed  capital  employed 
in  the  business  of  banking,  as  distinguished  from  deposits  and 
temporary  loans  made  in  the  regular  course  of  business,  and  that 
no  distinction  is  to  be  made  in  this  respect  between  the  capital  of 
individual  bankers  and  of  banking  corporations. 

“It  is  undoubtedly  true,  as  stated  by  the  Attorney-General,  that 
capital  used  in  the  business  of  banking  is  none  the  less  so  because 
it  is  borrowed.  The  mere  fact  that  the  money  permanently  invested 
in  the  business  is  borrowed  does  not  alter  its  character  as  capital. 
The  question  here  is  whether  money  not  thus  permanently  invested, 
but  borrowed  temporarily,  in  the  ordinary  course  of  business,  to 
meet  an  emergency,  is  capital ; and  we  are  clear  that  the  term 
does  not,  either  in  common  acceptation  or  within  the  meaning  of 
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the  statute,  embrace  loans  of  that  character.  After  controversies 
had  arisen  as  to  the  interpretation  to  be  given  to  the  statute  upon 
the  question  at  issue  in  this  case  between  bankers  and  the  Gov- 
ernment, Congress  passed  the  Act  of  1872,  defining  the  meaning 
of  the  terms  ‘capital  employed,’  in  the  noth  section,  and  enacted 
that  they  4 shall  not  include  money  borrowed  or  received  from  day 
to  day,  in  the  usual  course  of  business,  from  any  person  not  a 
partner  of,  or  interested  in,  the  said  bank,  association,  or  firm.’ 
This  enactment  was  evidently  intended  to  remove  any  doubt  pre- 
viously existing  as  to  the  meaning  of  the  statute,  and  declare  its 
true  construction  and  meaning.  Had  it  been  intended  to  apply 
only  to  cases  subsequently  arising,  it  would  undoubtedly  have  so 
provided  in  terms.” 

Such  are  the  essential  parts  of  the  opinion  of  the  Court  in  this 
case.  Messrs.  Clark,  Dodge  & Co.  deserve  the  thanks  of  the 
banking  community  for  the  perseverance  with  which  they  have 
continued  this  troublesome  litigation  to  a successful  and  final  con- 
summation in  the  Supreme  Court.  Over  a million  dollars  are  said 
to  have  been  unjustly  collected  from  Wall  street  firms.  If  this  be 
true,  the  whole  sum  will  of  course  have  to  be  refunded,  except  in 
cases,  perhaps,  where  the  parties  have  voluntarily  compromised  the 
claim.  Now  that  the  question  is  settled,  it  seems  strange  that 
there  should  ever  have  been  any  claim  put  forth  by  intelligent 
officials,  as  to  whether  a law  imposing  a tax  on  a banker’s  capital 
applied  to  his  credit  in  the  shape  of  deposits. 

But  the  truth  is,  that  this  same  mistake  of  confounding  capital 
with  credit  lies  at  the  basis  of  many  of  the  current  errors  of  the 
day.  In  1869  Commissioner  of  Internal  Revenue,  Mr.  Delano, 
to  whom  the  foregoing  claim  was  referred  by  Mr.  Assessor  Web- 
ster, argued  that,  as  deposits  consisted  of  capital , and  as  the  tax 
was  laid  on  capital,  therefore  the  tax  applied  to  deposits.  This 
was  the  sophism  which  led  to  so  much  litigation,  and  has  cost  the 
Government  and  the  people  so  large  a sum  of  money.  Mr.  Delano 
ought  to  have  recognized  the  obvious  fact  that,  according  to  his 
reasoning,  a banker’s  capital  was  made  up  in  part  of  what  he 
owes.  Hence,  the  greater  his  debts  the  greater  his  capital,  and  a 
banker  could  never  fail. 

It  is  hardly  fair  to  these  gentlemen,  however,  to  throw  on  them 
so  much  blame  as  some  of  the  newspapers  seem  inclined  to  charge 
them  with.  They  were  sworn  officers  of  the  Treasury  and  were 
bound  to  collect  the  revenue.  Their  business  was  to  administer  the 
law,  not  to  interpret  its  difficulties  or  correct  its  errors.  That  task 
is  reserved  for  Congress  and  the  Courts.  Besides,  the  question  at 
issue,  though  really  very  simple,  has  puzzled  some  of  the  clearest 
thinkers  of  the  present  age.  Even  John  Stuart  Mill,  though  in 
some  parts  of  his  treatise  on  Political  Economy,  he  defines  capital 
so  as  clearly  to  distinguish  it  from  credit , still  he  is  not  free 
from  confusion  of  thought  when  he  comes  to  apply  his  abstract 
definitions  to  the  banks,  and  to  discuss  the  concrete  facts  of  bank- 
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ing  business,  and  of  industrial  activity.  Mr.  Dunning  McLeod 
also  expressly  declares  that  credit  is  capital,  and  has  written  several 
elaborate  chapters  to  prove  and  illustrate  the  thesis  which  he  evi- 
dently regards  with  pride  as  in  some  sort  a discovery  of  his  own. 
Michel  Chevalier  also,  although  he  does  not  go  so  far  as  Mr. 
McLeod,  still  he  regards  credit  as  ancillary  to  capital.  This  is  much 
the  same  thing  as  to  say  that  if  a man  has  capital  of  hi> 
own  he  can  generally  borrow  the  capital  of  his  neighbors. 
But  if  M.  Chevalier  wished  to  say  no  more  than  this,  he  has 
certainly  taken  a much  less  clear  and  definite  method  of  explain- 
ing his  meaning  than  is  his  usual  custom.  The  fact  is,  that  the 
wonderful  powers  of  credit,  as  developed  during  the  last  dozen 
years  in  this  country  and  in  Europe,  have  dazzled  a multitude  of 
political  economists,  and  have  contributed  to  a great  extent  to 
the  growth  of  the  errors  and  sophisms  which  have  been  so  pro- 
lific of  crude  legislation,  paper-money  theories,  and  fiscal  blunders. 
The  incisive  penetration  of  the  Roman  legislators  long  ago  settled 
this  question  of  capital  and  credit  on  its  true  foundation.  Capital,, 
said  they,  is  sua  pecunia . Credit  is  pecuttia  alicna.  The  former  is 
one’s  own  money,  the  latter  the  money  of  other  people.  If  Mr. 
Collector  Bailey  and  our  other  Internal  Revenue  officials  had 
promptly  acknowledged  this  when  urged  by  the  Wall  street  brok- 
ers, the  vexatious  litigation  above  discussed  would  never  have 
occurred,  and  a large  expense  would  have  been  saved  to  the 
nation. 


NEGOTIABLE  SECURITIES  AND  THEIR  OWNERSHIP 
WHEN  STOLEN. 

“ If  I lose  a bank-note  and  it  be  found  in  your  possession,  whose 
property  does  the  law  declare  that  note  to  be?"  The  youngest 
beginner  in  mercantile  knowledge  can  solve  this  problem,  which 
was  formerly  so  difficult  to  settle.  He  would  tell  us  that  a bank- 
note passes  current  as  money,  and  it  would  be  useless  for  that 
purpose  if  the  ownership  of  it  did  not  pass  by  simple  deliver). 
Hence  the  law  presumes  the  holder  to  be  the  true  owner  till  “ bad 
faith"  is  proved  against  him.  If,  then,  I want  my  note  back  I 
must  prove  that  you  did  not  receive  it  in  “good  faith,"  or  I aift 
not  allowed  to  challenge  your  ownership,  or  call  your  title  in 
question.  This  rule  of  law  is  so  familiar  that  it  needs  no  discus- 
sion in  regard  to  bank-notes.  But  it  has  been  extended  to  other 
negotiable  securities,  of  which  during  the  last  twenty  years  there 
has  been  so  vast  an  amount  created  to  represent  railroad  debts. 
Government  debts,  and  the  obligations  of  corporations.  These 
obligations,  like  the  debt  of#  the  United  States,  are  represented 
by  two  distinct  species  of  bonds,  known  in  this  country  as  regis- 
tered bonds  and  as  coupon  bonds.  A registered  bond,  as  is  well 
known,  is  one  the  ownership  of  which  passes  by  inscription  on 
Transfer  Books;  a coupon  bond  is  one  the  ownership  of  which 
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passes  by  simple  delivery  from  hand  to  hand.  The  latter  class  o t 
bonds  are  almost  exclusively  used  to  send  abroad.  They  are  also 
preferred  by  a large  body  of  investors  in  this  country,  as  they 
admit  of  more  easy  transfer  if  the  owner  wishes  to  sell  or  hypoth- 
ecate them.  These  coupon  bonds  represent  the  great  and  im- 
portant class  of  instruments  known  as  “negotiable  securities.”  To 
them  apply  the  principles  and  rules  to  which  we  have  above  re- 
ferred. The  owner  of  a coupon  bond  which  has  been  stolen  or 
lost  has  no  more  control  or  claim  over  it  than  if  it  were  a bank- 
note. If  he  find  it  in  the  hands  of  a man  who  bought  it  in  good 
faith,  that  purchaser  is  protected  in  his  ownership  and  possession 
against  all  the  world.  To  illustrate  the  magnitude  of  the  interests 
thus  protected,  we  may  remind  our  readers  that  of  the  1724  mill- 
ions of  our  Government  bonds  now  outstanding,  no  less  than  962 
millions  are  coupon  bonds,  while  of  the  bonds  of  railroad  and 
other  corporations  the  amount  is  vastly  greater.  We  need  not  say 
more  to  show  the  importance  of  having  the  rights  of  holders  of 
such  bonds  placed  as  far  beyond  doubt  as  are  the  rights  of  holders 
of  bank-notes.  This,  as  we  have  said,  has  been  attempted,  though 
the  public  are  not  so  well  informed  on  the  subject  as  they  ought 
to  be. 

In  the  courts  of  law  here  and  abroad,  the  principle  has  long 
been  established  that  a stolen  coupon  bond  in  the  hands  of  a 
bona  fide  purchaser  for  value,  without  notice,  cannot  be  claimed  by 
the  original  owner  from  whose  possession  it  was  stolen  or  lost. 
An  interesting  case  under  this  rule  has  just  been  decided  in  the 
Supreme  Court  of  the  United  States.  It  is  the  suit  of  Hotchkiss 
■v.  The  National  Shoe  and  Leather  Bank  and  the  Tradesmen’s 
Bank  of  New  York  City;  appeal  from  the  Southern  District  of 
New  York.  This  was  a writ  to  compel  the  defendants  to  sur- 
render to  the  complainant  three  $1,000  coupon  bonds  of  the  Mil- 
waukee and  St.  Paul  Railroad  Co.,  which  were  stolen  from  the 
complainant  and  received  by  the  banks.  It  is  held  that  the  cer- 
tificates of  scrip  preferred  stock,  attached  by  pins  to  the  bonds, 
containing  an  agreement  that  the  holders  should  receive  ten  shares 
of  the  preferred  stock  of  the  company,  upon  the  surrender  of  the 
bonds  and  coupons  on  the  conditions  therein  named,  did  not 
affect  the  negotiability  of  the  instruments,  because  the  agreement 
was  entirely  independent  of  the  pecuniary  obligation  of  the  instru- 
ment; and  that  the  absence  of  the  certificates  was  not  a circum- 
stance sufficient  to  defeat  the  tide  of  the  banks.  Only  proof  of 
guilty  knowledge  or  willful  ignorance  on  the  part  of  the  banks 
could  produce  this  result. 

To  a person  well  informed  as  to  the  fate  of  previous  similar 
suits,  it  seems  somewhat  strange  that  in  so  plain  a case  Dawson 
•could  have  been  so  ill  advised  as  to  waste  money  in  going  to 
law.  But  the  fact  is  that  the  public  are  often  ill  informed  as  to 
their  rights  in  such  cases,  and  bankers  and  brokers  as  well  as 
ordinary  investors,  who  have  purchased  bonds  which  they  subse- 
quently find  had  been  stolen  from  some  previous  possessor,  are  in 
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doubt  as  to  what  protection  the  law  will  give  them.  This  incerti- 
tude is  so  prevalent  that  the  Stock  Exchange,  some  time  ago, 
went  to  the  expense  of  printing  an  able  pamphlet  on  the  subject, 
prepared  by  Mr.  Joseph  H.  Choate,  of  the  New  York  bar.  Since 
then  the  law  has  received  some  further  development,  and  a new 
edition  brought  down  to  the  present  time  would  be  of  consider- 
able utility.  Among  the  cases  which  have  been  decided  since  that 
pamphlet  was  issued,  is  that  of  Seybell  v.  The  National  Currency 
Bank.  Under  the  ruling  of  Judge  Cardozo,  the  case  was  decided 
for  the  plaintiff.  On  appeal  the  decision  was  reversed.  The  case 
was  one  of  peculiar  hardship.  On  the  12th  September,  1865,  Sey- 
bell was  robbed  of  eight  seven-thirty  bonds.  Early  next  morning 
he  advertised  the  loss,  and  subsequently  found  that  two  of  the 
notes  had  been  sold  by  a stranger,  at  the  market  price,  to  the 
National  Currency  Bank  of  New  York,  and  were  bought  by  that 
institution  in  good  faith  and  in  the  regular  course  of  business. 
He  brought  suit  for  their  value  in  the  New  York  Court  of  Com- 
mon Pleas,  and  got  a verdict.  But  on  appeal,  20th  June,  1873, 
the  New  York  Court  of  Appeals  held  “that  a purchase  like  this 
by  a bank  at  a fair  market  value,  and  in  the  usual  course  of  their 
business,  of  Government  bonds,  which  pass  by  delivery,  was  con- 
clusive of  good  faith,  unless  the  plaintiff  could  show  that  the 
defendants  purchased  with  a knowledge  of  the  robbery,  or  with 
the  means  of  knowledge  at  hand  which  they  intentionally  avoided.’’ 
This  ruling  was  supported  in  argument  by  that  of  the  Supreme 
Court  of  the  United  States,  which  held  in  a similar  case  that 
“coupon  bonds  of  the  ordinary  kind,  payable  to  bearer,  pass  by 
delivery;  and  a purchaser  of* them  in  good  faith  is  unaffected  by 
the  want  of  title  in  the  vendor.  The  burden  of  proof,  in  a ques- 
tion of  good  faith,  lies  on  the  party  who  assails  the  possession.” 

It  is  easy  to  see  on  this  principle  who  is  the  legal  owner  of  lost 
securities ; and  what  protection  has  an  investor  who  happens  to  buy 
bonds  that  have  been  stolen,  if  the  loser  attempts  to  reclaim  them  ? 
We  find,  first,  that  the  honest  buyer  has  the  fullest  protection,  but 
this  protection  cannot  be  claimed  by  a dishonest  holder,  if  it  can 
be  found  that  his  purchase  was  not  made  in  good  faith.  Mala 
fides  is  fatal  to  his  claims.  A few  years  ago  there  was  some  anx- 
ious uncertainty  as  to  this,  both  in  England  and  here.  But  now 
that  thousands  of  millions  of  bond  transactions  are  done  every  year 
in  this  country,  the  Government  credit  has  become  intimately  con- 
nected with  the  ease  and  security  of  such  transfers,  and  the  law 
has  become  more  definite  and  settled,  though  it  needs  to  be  better 
understood  by  the  public,  as  is  proved  by  the  frequency  of  abor- 
tive suits  for  the  recovery  of  railroad,  Government,  and  other 
securities,  which,  after  being  lost  or  stolen,  have  passed  subse- 
quently into  the  hands  of  honest  holders  by  innocent  purchase. 
One  of  the  most  recent  of  these  suits  was  tried  before  Judge 
Gross,  in  May,  1872,  in  the  Marine  Court  of  this  city.  The  case 
offered  some  novel  features,  and  we  have  been  favored  with  a 
copy  of  the  points.  From  the  evidence,  it  appears  that  on  the  3d 
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of  January  last,  Messrs.  Morton,  Bliss  & Co.,  the  financial  agents 
of  the  Union  Pacific  Railroad  Co.,  received  fourteen  January  cou- 
pons of  that  corporation,  for  $30  each,  from  a firm  of  bankers  in 
this  city,  Messrs.  Cantoni  & Barling.  This  firm  had  taken  the 
coupons  in  the  ordinary  course  of  business.  They  had  bought 
them  over  their  counter  from  a stranger  at  109,  gold  being  109^4 
0109^;  the  transaction  being  done  during  their  regular  business 
hours  on  3d  January.  They  afterward  sent  the  coupons  to  Mor- 
ton, Bliss  & Co.,  and  made  the  usual  demand  for  payment.  Prior 
to  this,  and  on  the  same  day,  Messrs.  Morton,  Bliss  & Co.  had 
a visit  from  a Mr.  Ralph  Dawson,  who  said  that  on  the  2d  Jan- 
uary, he  had  been  robbed  of  these  same  coupons,  which  were  on 
their  face  payable  to  bearer.  Having  thus  given  due  notice  of 
his  loss,  he  desired  Messis.  Morton,  Bliss  & Co.  to  detain  the 
coupons  if  presented,  and  to.  stop  the  payment  of  them.  They  did 
so,  and  informed  Mr.  Dawson,  demanding  from  Him  a bond  of 
indemnity.  Instead  of  giving  this  bond,  Dawson  gave  a written 
and  verbal  notice  to  Messrs.  Morton,  Bliss  & Co.,  that  he  was  the 
owner,  that  he  demanded  payment,  and  that  he  would  hold  them 
responsible.  He  was  then  referred  to  the  parties  presenting  the 

coupons,  and  as  he  took  no  further  steps  in  the  matter,  the 

defendants,  as  agents  of  the  company,  decided,  after  a week’s 
delay,  to  pay  the  coupons  to  Messrs.  Cantoni  & Barling.  Dawson 
thereupon  brought  an  action  for  the  amount  against  Morton,  Bliss 
& Co.,  and  of  course  he  lost  his  case,  as  well  as  his  coupons; 
the  Court  deciding  that,  as  it. was  proved  that  Cantoni  & Barling 
had  received  these  coupons  for  value  in  good  faith,  in  the  ordi- 
nary course  of  their  business,  and  without  notice  of  their  having 
been  stolen,  therefore  they  possessed  by  law  a good  title  to  the 

coupons,  and  had  a right  to  receive  the  proceeds  thereof,  and 

unless  paid,  could  have  enforced  payment  against  the  Union  Pacific 
Railroad  Co.  The  Court  further  held  that  if  Dawson  had  thus  no 
claim  against  Cantoni  & Barling,  still  less  had  he  any  claim  against 
Morton,  Bliss  & Co.,  who  were  compelled  to  pay  the  coupons  to 
“bearer,”  and  stood  simply  in  position  of  agents  of  the  Union 
Pacific  Co.,  appointed  for  the  express  purpose  of  redeeming  and 
paying  these  coupons  on  presentation. 

In  the  light  of  these  decisions,  then,  we  are  at  no  loss  to  know 
whether  the  law  affords  adequate  protection  to  the  innocent  pur* 
chaser  of  bonds  which  have  been  stolen.  The  law  protects  such 
purchasers  against  all  the  world.  The  previous  owner  who  was 
robbed  of  the  bonds  has  no  more  claim  on  them  than  if  he  had 
lost  a bank-note  or  a piece  of  gold  coin,  which  was  afterward  paid 
away  for  value,  and  had  passed  through  the  hands  of  innocent 
holders.  As  every  such  innocent  holder  has  a perfect  right  to  the 
stolen  bank-note  which  he  has  received  for  full  value,  so  has  he  a 
right  to  the  stolen  bond,  or  to  any  coupons  from  such  bond,  acquired 
in  good  faith. 

Still,  to  save  trouble  or  risk,  investors  will  do  well  to  buy  bonds 
from  none  but  responsible  persons,  and  they  should  carefully  pre- 
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serve  written  evidence  of  their  purchases.  It  must  never  be  for- 
gotten that  the  chief  point  which  the  law  regards  is  “good  faith.” 
If  they  are  offered  bonds  from  an  irresponsible  person,  at  less  than 
the  market  price,  and  they  buy  such  bonds,  the  law  will  raise  a 
presumption  against  them,  should  these  bonds  prove  to  have  been 
stolen,  as  very  probably  they  will.  And  in  such  a case  they  would 
not  only  lose  their  money  and  bonds,  but  would,  perhaps,  be 
involved  in  criminal  proceedings  besides.  For,  although  the  rights 
of  honest  buyers  of  bonds  have  to  be  protected,  yet  the  courts  are 
not  to  be  prostituted  to  give  amnesty  to  bond- thieves,  protection 
to  swindlers,  or  a bounty  to  fraud. 

In  the  law  as  it  stands  there  is,  however,  we  must  confess,  a 
peculiar  hardship  in  cases  of  lost  bonds.  By  the  common  law  a 
man  has  a right  to  follow  his  stolen  goods,  and  may  claim  them 
wherever  found.  Thus,  if  his  horse  be  carried  off  by  a thief,  the 
loser  may  seize  it  on  sight,  and  the  buyer  has  no  remedy  except 
against  the  person  of  whom  he  had  it.  To  men  familiar  with  this 
old  rule  of  law,  it  seems  hard  to  lose  a bond  of  much  greater 
value  than  a horse,  and  after  costly  search  to  find  in  a bank,  or 
elsewhere,  the  very  bond  which  was  stolen  from  him,  but  to  have 
no  power  to  reclaim  it,  or  to  exercise  any  rights  of  ownership 
upon  it.  These  hardships,  added  to  the  frequent  bank  robberies, 
and  the  impotence  of  our  defective  police  to  punish  the  thieves, 
has  caused  some  clamor  against  the  law  as  it  stands  at  present. 
But  the  remedy  must  be  sought  elsewhere.  The  courts  must  treat 
all  stolen  bonds  on  the  same  principles.  It  would  never  do  for 
an  innocent  person,  who  invests  in  good  faith  in  bank  shares, 
railroad  securities,  or  Government  bonds,  which  prove  to  have  been 
stolen,  to  be  in  danger  of  losing  his  money,  and  of  being  com- 
pelled to  give  up  his  securities,  though  he  bought  them  in  open 
market,  without  suspicion  of  fraud,  and  in  the  usual  course  of 
business.  In  face  of  such  risks  how  could  our  railroad  system 
recover  its  credit  or  our  banks  sustain  their  position  ? How  could 
our  Government  have  negotiated  its  enormous  war  loans  ? Who 
could  have  been  induced  to  invest  in  Government  securities  except 
at  a heavy  discount  ? 

In  no  other  country  in  the  world  are  there  such  a multitude  of 
divers  railroad,  municipal,  county  and  Government  bonds  afloat, 
payable  to  bearer,  as  in  the  United  States.  The  general  prejudice 
in  their  favor  has  grown  up  from  the  ease  with  which  they  can 
be  negotiated,  borrowed  upon,  and  transferred  from  hand  to  hand. 
It  would  vanish  instantly  if  the  law  no  longer  protected  the  title 
of  every  holder  against  all  the  world  until  actual  bad  faith  can 
be  positively  proved  against  him.  At  home,  therefore,  as  well  as 
in  foreign  markets,  these  coupon  bonds  have  always  been  preferred 
over  the  registered  bonds,  and  usually  fetch  a somewhat  higher 
price.  The  chief  objection  against  them  is  this  temptation  they 
offer  to-  thieves,  who  can  too  readily  dispose  of  them.  But  the 
objection,  so  far  at  least  as  Government  securities  are  concerned, 
is  easily  removed.  The  holder  can  acquire  perfect  security  by 
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converting  his  coupon  bonds  into  registered  bonds.  The  change 
may  be  made  without  cost  through  any  Government  broker,  and 
then  if  a burglar  carries  off  the  bonds,  they  are  of  no  use  to  him. 
He  £an  neither  sell  thenj  nor  pledge  them,  nor  collect  the  interest 
on  them.  And  if  the  thief  does  not  return  the  bonds,  the  owner 
after  a fit  delay  may  get  duplicates  from  the  Treasury,  so  that  he 
is  secure  against  all  hazards.  It  might  be  well  for  our  railroad 
companies  to  offer  similar  facilities  for  conversion  of  their  coupon 
bonds  into  the  safer  form  of  registered  securities.  We  find  in  the 
London  Law  Titties  the  following  suggestive  article  on  some  of 
the  questions  discussed  above. 

“There  is  no  part  of  our  law  relating  to  commerce  that  is  of 
more  importance  than  that  which  decides  what  are  and  what  are 
not  negotiable  instruments.  From  one  point  of  view,  this  is  a 
question  of  fact  rather  than  of  law,  the  answer  depending,  in  many 
cases,  upon  the  custom  of  merchants;  and  it  is  highly  desirable 
that  questions  such  as  these  should  be  kept  distinct  from  all  that 
is  arbitrary  or  technical,  as  far  as  that  may  be  possible,  and  con- 
sidered rather  with  reference  to  what  is  convenient  in  prac- 
tice and  reasonable  in  principle.  It  is  not  of  itself  sufficient  to 
make  an  instrument  legally  negotiable  that  it  is  transferable  by 
established  custom.  The  custom  of  merchants  (unless  part  of  the 
ancient  law  merchant),  with  all  the  weight  that  has  been  given  it 
for  the  benefit  of  commerce,  cannot  confer  upon  the  holder  of  an 
instrument  the  right  to  sue  upon  it,  unless  the  instrument  is  one 
the  legal  right  to  sue  on  which  passes  by  delivery,  or  because  the 
parties  are  not  themselves  competent  to  introduce  such  an  incident 
by  express  stipulation.  And  negotiable  instruments  must  be  of  this 
last  class.  In  order,  therefore,  to  ascertain  whether  an  instrument 
is  negotiable,  the  question  of  fact  must  always  be  inquired  into, 
i Is  it  by  the  usage  of  trade  transferable  like  cash  ? ’ But  there 
remains  the  equally  essential  question  of  law,  1 Does  the  mere 
delivery  of  it  confer  upon  any  person  receiving  it  bona  fide  and 
for  value  a good  title  to  the  property  which  it  symbolizes  ?’ 

u Of  what  instruments  this  last  question  may  be  answered  in  the 
affirmative  was  the  point  in  the  recent  case  of  Goodwin  v.  Robarts 
and  others ; and  though  there  could  be  little  room  for  doubt  as  to 
what  the  judgment  would  be,  the  case  was  one  of  such  immense 
importance  in  commercial  circles  that  it  must  have  been  with  a 
feeling  of  relief  that  that  judgment  was  heard  in  the  city.  The 
facts  were  as  follows : The  plaintiff  purchased  certain  Russian  and 
Austrian  scrip  in  February,  1874,  through  one  Clayton,  who  im- 
properly pledged  it  to  the  defendants  as  security  for  a loan  to 
himself.  Clayton  having  been  adjudicated  a bankrupt,  the  defend- 
ants appropriated  the  proceeds  of  the  scrip  to  the  discharge  of 
their  advance  to  him;  and  the  plaintiff  then  brought  an  action 
agaiast  the  defendants  to  recover  the  sum  they  had  received  for 
the  scrip.  In  delivering  judgment,  Baron  Bramwell  said  that  the 
question  whether  foreign  bonds  were  negotiable  instruments  had 
been  decided  in  Gorgier  v.  Mieville,  3 B.  & C.,  45,  and  that  de- 
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cision  had  never  been  overruled.  The  remaining  question  was, 
whether  there  was  such  a substantial  distinction  between  bonds 
and  scrip  that  the  law  that  applied  to  the  former  did  not  apply  to 
the  latter.  The  case  that  had  been  relied  upon  by  the  plaintiff 
was  Crouch  v.  The  Credit  Foncier  of  England  ( Limited ),  29  L.  T. 
Rep.  (N.  S.),  259,  where  it  was  held  that  an  engagement  to  pay 
money  to  bearer  not  entered  into  by  a promissory  note  or  bill  of 
exchange  could  not  be  rendered  a negotiable  instrument.  But  the 
argument  that  these  scrips,  being  merely  engagements  to  give  bonds, 
cannot  be  made  negotiable  instruments,  was  founded  upon  the 
assumption  that  the  agents  of  the  foreign  governments  for  the 
negotiation  of  these  loans  in  this  country  took  upon  themselves 
some  liability,  which  they  clearly  did  not.  It  appeared  to  him 
shocking  to  common  sense  that  such  scrip,  which  were  in  a man- 
ner interim  bonds,  should  not  be  negotiable,  while  the  bonds  to 
which  they  related  were  negotiable.  The  case  was  governed  by 
the  decision  in  Gorgier  v.  Mieville,  and  the  judgment  of  the  Court 
must  be  in  favor  of  the  defendant.  Baron  Cleasby  concurred.  From 
the  above  very  brief  summary  of  a most  able  judgment,  it  will  be 
seen  that  these  scrips  are,  as  regards  their  negotiability,  placed  on 
exactly  the  same  footing  as  bonds. 

“The  leading  case  on  this  subject  is  Miller  v.  Race,  Smith’s  L. 
C.  (6th  ed.),  479,  in  the  notes  to  which  the  authorities  are  col- 
lected. It  was  held  in  that  case  that  property  in  a bank-note 
passes  like  that  in  cash  by  delivery;  and  a party  taking  it  bona 
fide  and  for  value  is  entitled  to  retain  it  as  against  a former  owner 
from  whom  it  has  been  stolen.  Lord  Mansfield,  in  delivering 
judgment,  gave  the  true  reason  why  bank-notes  and  cash  are  on 
the  same  footing  after  delivery.  It  has  been  quaintly  said  that 
4 the  reason  why  money  cannot  be  followed  is,  because  it  has  no 
ear-mark,’  but  this  is  not  true.  The  true  reason  is  upon  account 
of  the  currency  of  it;  it  cannot  be  recovered  after  it  has  passed 
in  currency.  So  in  case  of  money  stolen,  the  true  owner  cannot 
recover  it  after  it  has  been  paid  away  fairly  and  honestly  upon  a 
valuable  and  bona  fide  consideration ; but  before  money  has  passed 
in  currency,  an  action  may  be  brought  for  the  money  itself.  So 
in  Foster  v . Green,  31  L.  J.  (Ex.),  158.  It  is  essential  to  the 
currency  of  money  that  property  and  possession  should  be  insepa- 
rable. In  Gorgier  v.  Mieville,  ubi  supra , the  case  on  the  authority 
of  which  Goodwin  v.  Robarts  and  others  was  decided,  the  King  oi 
Prussia  had  given  bonds  whereby  he  declared  himself  and  his  suc- 
cessors bound  to  every  person  who  should,  for  the  time  being,  be 
the  holders  of  the  bonds,  for  the  payment  of  the  principal  and 
interest  in  a certain  manner,  and  it  was  held  that  the  property  in 
those  instruments  passed  by  delivery  as  the  property  in  bank-notes 
(Miller  v.  Race,  ubi  supra),  exchequer  bills  (Brandao  v . Barnett. 
12  Cl.  & Fin.,  987),  or  bills  of  exchange,  payable  to  bearer;  and 
that,  consequently,  an  agent,  in  whose  hands  such  a bend  w'as 
placed  for  a special  purpose,  might  confer  a good  title  by  pledg- 
ing it  to  a person  who  did  not  know'  that  the  party  pledging  it 
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was  not  the  real  owner.  See,  also,  Jones  v.  Peppercorn,  28  L.  J. 
(Ch.),  158,  and  Attomey-Gctteral  v.  Bouwens,  4 M.  & W.,  171. 
In  this  last  case,  the  point  as  to  negotiability  arose  upon  the 
question  whether  the  instrument  was  subject  to  probate  duty;  and 
it  was  held  that  probate  duty  is  payable  in  respect  to  bonds  of 
foreign  governments,  of  which  a testator,  dying  in  this  country, 
was  the  holder  at  the  time  of  his  death,  and  which  have  come  to 
the  hands  of  his  executors  in  this  country;  such  bonds  being 
marketable  securities  within  this  kingdom,  salable  and  transferable 
by  delivery  only,  and  it  not  being  necessary  to  do  any  act  out  of 
this  kingdom  in  order  to  render  the  transference  of  them  valid. 
And  in  the  case  of  Glyn  v.  Baker,  13  East,  505,  where  it  was 
held  that  East  India  bonds  were  not  negotiable  instruments,  the 
alarm  created  by  the  decision  was  so  great,  that  within  a month, 
an  act  (51  Geo.  Ill,  ch.  54)  was  passed,  putting  them  on  the 
same  footing  as  cash  and  bank-notes.  In  Byles  on  Bills  (5th  Am. 
ed.),  281,  it  is  said  that  in  the  State  of  Georgia  it  has  been  held 
that  any  bond  payable  to  bearer  is  a negotiable  instrument.,, 
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Statistics,  says  Buckle,  have  done  more  for  human  progress  than* 
all  the  sciences.  Another  author,  with  less  epigrammatic  elegance 
but  more  practical  trutl^,  tells  us  that  the  other  sciences  build  up 
the  edifice,  but  Statistics  digs  the  foundation  and  finds  most  of  the 
materials.  t Both  these  views  are  combined  by  a later  writer,  who 
claims  that  statistics  supply  the  bony  skeleton  of  dry  facts,  while 
the  other  sciences  add  the  muscles  and  tendons,  and  all  that  gives 
movement  and  grace  and  force  to  the  organism  of  human  know- 
ledge, and  to  the  energy  of  progress  and  civilization.  These  tributes 
of  praise  to  statistics  are  much  more  familiar  and  popular  to-day 
than  at  any  time  since  they  were  first  started  by  the  founder  of  the 
Baconian  philosophy,  to  which  our  modem  civilization  owes  such 
inestimable  obligations.  It  is  to  this  growing  appreciation  of  the 
value  of  statistics  that  England,  France,  Russia,  Germany,  and  most 
of  the  nations  of  Europe  have  published  yearly  and  other  reports, 
more  or  less  complete,  of  the  statistics  of  revenue,  of  banks,  of 
shipping,  of  railways,  of  emigration,  of  commerce,  and  of  productive 
growth.  The  Government  of  the  United  States,  from  a very 
early  period  of  its  history,  has  been  distinguished  for  the  statis- 
tical reports  published  by  its  officials,  as  will  be  proved  by  the 
Centennial  Report  which  is  now  preparing  by  the  Treasury,  contain- 
ing extracts  from  these  reports,  illustrating  the  progress  of  the 
country  in  productive  power  and  material  wealth  since  the  founda- 
tion of  the  National  Government. 

Although,  however,  we  claim  for  the  United  States  the  distinction 
of  being  among  the  first  nations  to  appreciate  the  value  of  statist- 
ics, still  it  has  been  complained  that  we  are  letting  other  nations 
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outstrip  us  in  this  respect.  A very  suggestive  article  on  this  point 
lately  appeared  in  the  Cincinnati  Commercial , a journal  whose 
frequent  contributions  to  various  practical  branches  of  statistical  re- 
search are  always  found  to  be  highly  interesting  and  trustworthy. 
After  some  timely  strictures  on  our  national  shortcomings  in 
this  regard,  our  contemporary  offers  several  specific  suggestions  for 
reform,  all  of  which,  we  doubt  Dot,  our  readers  will  emphatically 
endorse.  They  are  as  follows: 

I.  “ In  the  very  last  report  of  the  Chief  of  the  Bureau  of  Sta- 
tistics, complaint  is  made  (and  we  think  with  reason)  of  the  great 
defects  in  existing  laws,  which  render  it  difficult  and  even  impossi- 
ble to  obtain  full  and  accurate  statistics.  One  class  of  information 
which  is  almost  wholly  deficient  in  the  reports  of  our  Statistical 
Bureau  is  that  relating  to  the  coasting  trade  of  the  United  States. 
That  Bureau,  it  appears,  is  operating  under  an  antiquated  law, 
passed  in  1793,  which  requires  the  registry  and  collection  only  of 
statistics  of  vessels  having  foreign  goods  on  board.  These  move- 
ments comprise  but  a very  small  portion  of  the  trade  from  port 
to  port  in  the  United  States;  and,  our  statistical  officers  not  being 
armed  by  law  with  any  authority,  or  provided  with  any  means  to 
collect  the  statistics  of  the  purely  American  coastwise  navigation,  the 
statements  of  it  published  by  the  Bureau  embrace  but  a small  part 
of  this  vast  commerce.  It  has  repeatedly  been  urged  upon  Con- 
gress, both  by  the  Chief  of  the  Bureau  and  by  the  Secretary  of 
the  Treasury,  that  legislation  should  be  passed  to  render  the  record 
of  this  commerce  approximately  complete ; yet  Congress,  engrossed 
with  political  partisanism,  office-brokerage  and  President-making, 
neglects  year  after  year  to  make  any  practical  provision  to  render 
it  possible  to  possess  ourselves  of  facts  so  vital  to  American  prog- 
ress as  these. 

II.  “ Another  disgraceful  omission  in  the  arrangements  of  our 
Statistical  Bureau  is  the  want  of  any  provision  for  registering  the 
amount  of  commerce  which  passes  in  and  out  of  the  country  by 
railway.  Our  annual  reports  of  exports  and  imports  contained  in 
the  Commerce  and  Navigation  Report  (a  large  volume  published 
annually),  register  only  the  value  of  articles  shipped  and  received 
by  vessels,  omitting  entirely  those  which  go  across  the  Canada 
border  by  railway.  Dr.  Edward  Young,  Chief  of  the  Statistical 
Bureau,  reported  last  year  that  the  figures  of  our  commerce  with 
the  British  North  American  Provinces,  published  by  our  own  Treas- 
ury Department,  and  those  of  the  Dominion  of  Canada,  showed  a 
discrepancy  of  about  $ 10,000,000  in  a single  year.  Being  assured 
that  this  discrepancy  arose  mainly,  if  not  wholly,  from  die  want 
of  any  means  of  recording  the  quantities  and  values  of  articles 
transported  in  railway  carriages  to  and  from  the  Provinces  of  Que- 
bec and  Ontario,  he  went  to  Ottawa  and  made  arrangements  for 
an  interchange  of  detailed  statements  of  imports  and  exports.  The 
total  value  of  articles  omitted  from  the  American  tables  of  export 
and  import  amounted,  during  the  fiscal  year  1874,  to  $10,200,000, 
thus  completely  vitiating  the  value  of  the  whole  statistics  record- 
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ing  our  trade  with  the  important  provinces  on  our  northern  border. 
It  was  proposed  to  Congress  nearly  a year  ago  that  the  defective 
legislation  which  makes  no  provision  requiring  registration  of  tranr- 
portation  by  land  carriage  should  be  remedied;  yet  nothing  was 
done,  and  we  go  blundering  on  in  the  same  foolish  -way,  piling  up 
ignorance  and  inefficiency  where  it  is  completely  within  our  power 
to  have  intelligence  and  efficiency,  and  to  profit  by  them. 

III.  “A  third  subject  of  statistical  science  shamefully  neglected, 
and  inadequately  (and  therefore  falsely)  reported,  is  the  product  of 
the  American  Fisheries.  Under  existing  laws,  the  Customs  collect- 
ors are  able  to  furnish  official  returns  of  the  catch  of  those  vessels 
only  which,  by  the  Act  of  1793,  are  required  to  make  entry  on 
their  return  from  the  fishing  voyage.  It  is  therefore  impossible  to 
obtain  any  particulars  of  the  system,  or  any  accurate  data  in 
regard  to  the  catch  of  fish  taken  in  waters  on  our  coast  where  no 
distant  voyage  is  made  requiring  a Custom-House  entry.  Yet  these 
home  operations  constitute  the  principal  part  of  that  important 
maritime  industry.  Here,  now,  is  the  Congress  of  the  United 
States  deliberately  standing  in  the  way  of  securing  a true  return  of 
the  American  fisheries,  by  perpetuating  the  antiquated  act  of  nearly 
a hundred  years  ago,  in  spite  of  the  repeated  representations  of 
the  importance  of  its  amendment. 

IV.  “ A fourth  great  topic  of  National  interest,  second  to  none  in 
its  importance,  is  the  statistics  of  immigration  into  the  United 
States.  These  are  derived  solely  from  manifests  filed  in  the  Cus- 
tom-Houses by  masters  of  vessels,  in  accordance  with  the  act  of 
March  3,  1855.  But  this  provision  of  law  does  not  extend  to 
cars  or  other  land  vehicles ; so  that  the  same  difficulty  exists  in 
regard  to  immigration  to  the  United  States  over  the  northern  bor- 
der from  Canada,  and  from  Europe  through  all  the  provinces  of 
the  Dominion,  which  we  have  referred  to  as  vitiating  the  statistics 
of  exports  to  Canada  in  railway  cars.  It  is  stated  as  a fact  in 
a recent  Government  report,  that  this  immigration  by  railway  is 
very  large,  the  number  of  immigrants  coming  into  the  United 
States  through  the  district  of  Huron  alone  exceeding  that  brought 
by  vessel  into  any  port  in  the  country  except  New  York.” 

Our  contemporary  also  complains  of  the  inefficiency  in  the 
arrangements  for  collecting  statistics  of  emigrants  from  the  United 
States.  The  only  provision  of  law  requiring  lists  of  them  to  be 
filed  with  the  Collectors  of  Customs  is  construed  to  extend  only 
to  American  vessels,  and  information  in  regard  to  passengers  or 
emigrants  departing  by  cars  or  foreign  vessels  can  only  be  pre- 
pared at  hap-hazard  or  from  conjecture,  unaided  by  law.  We  lately 
showed  that  the  number  of  emigrants  from  the  United  States  has 
increased  during  the  past  year  and  a-half,  and  the  majority  of 
them  take  passage  in  foreign  steamships.  The  importance  of  keep- 
ing more  full  and  accurate  statements  of  the  immigration  into  this 
country  and  the  emigration  from  it  will  cause,  we  trust,  an  early 
adoption  of  some  better  means  of  ascertaining  the  facts  and  plac- 
ing them  on  record. 
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Several  attempts  have  been  made  at  various  times  to  induce 
Congress  to  provide  for  and  to  authorize  the  collection  of  the 
financial  and  general  statistics  of  our  railroads  throughout  the 
country.  At  present  we  are  without  the  official  statistics  on  this 
subject,  whiclj  are  collected  in  England  and  elsewhere  with  so 
much  advantage.  We  are,  therefore,  dependent  for  our  information 
in  regard  to  railroad  traffic  and  finance,  on  Booths  Manual,  the 
Railway  Gazette , the  Railroad  Journal,  and  similar  works,  which, 
being  made  up  at  great  expense  and  by  private  enterprise,  are 
manifestly  liable  to  more  imperfection  and  error  than  the  reports  of 
official  statisticians,  who  have  nothing  else  to  do,  and  whose  repu- 
tation depends  on  the  impartial  accuracy  and  trustworthy  fullness  of 
their  work. 

It  would  be  unfair  to  our  National  Bureau  of  Statistics  and  its 
painstaking  chief,  were  we  not  to  express  our  appreciation  of  the 
increasing  value  of  its  monthly  and  yearly  reports.  Considering 
the  force  at  Dr.  Young’s  disposal,  it  is  not  a little  gratifying  that 
he  is  able  to  do  so  much.  We  must  also  approve  the  opinion  that, 
however  defective  our  statistical  reports  are  on  some  subjects, 
there  are  others  in  which  we  may  challenge  comparison  with  any 
European  nation.  Among  these  we  may  place  our  banking  statist- 
ics, which,  though  still  defective,  are  published  more  frequently, 
fully,  and  perfectly  than  even  those  of  England  or  France. 


GOVERNMENT  CURRENCY  IN  EUROPE. 

In  the  Vienna  Exhibition  an  ingenious  little  book,  called  the 
“Coin  Chart  of  the  World,”  was  published  and  attracted  much 
attention.  One  of  its  distinctive  features  was  a colored  map,  in 
which  the  countries  which  had  a gold  dollar  circulation  were  dis- 
tinguished by  one  color,  those  using  the  sovereign  or  the  franc  by 
other  colors,  and  so  on.  If  the  painstaking  author  of  this  elaborate 
chart  were  to  execute  a similar  chart  of  the  paper-money  coun- 
tries of  the  world  he  would  find,  at  the  present  time,  very  few 
great  countries,  except  Great  Britain  and  her  dependencies,  which 
would  be  wholly  free  from  the  color  designating  the  presence  of  a 
Government  paper  currency. 

It  is  somewhat  remarkable  that  while  in  America  and  Conti- 
nental Europe,  where  paper-money  issues  have  been  in  use  so  many 
years,  the  most  vigorous  efforts  are  making  to  get  rid  of  Govern- 
ment paper  money,  there  are  still  to  be  found  in  England,  the 
stronghold  of  hard  currency  theories,  not  a few  enthusiastic  sup- 
porters of  paper-money  fallacies.  The  London  Economist  published 
some  weeks  ago  a long  letter,  announced  as  from  an  eminent 
financier,  advocating  the  suppression  of  Bank  of  England  notes, 
and  the  substitution  for  them  of  Government  notes,  which,  in  sev- 
eral important  respects,  would  resemble  our  greenbacks.  The  pub- 
lication of  this  letter  was  followed  on  the  16th  March  by  a 
suggestive  debate  in  the  House  of  Commons.  A gentleman,  who 
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has  often  distinguished  himself  before  in  the  same  field  of  cur- 
rency agitation,  Mr.  George  Anderson,  the  member  for  Glasgow, 
moved  for  a Royal  Commission  to  inquire  into  the  working  of  the 
bank  acts  of  1844  and  1845  in  England,  Scotland  and  Ireland. 
He  complained  that  in  time  of  panic  the  rate  of  interest  was  high. 
He  praised  the  currency  system  of  the  United  States,  and  pre- 
dicted trouble  if  it  were  revolutionized  by  the  resumption  of  specie 
payments.  He  intimated  that  the  several  suspensions  of  the  bank 
act  had  no  effect  on  the  convertibility  of  Bank  of  England 
notes.  He  insisted  that  the  currency  contracted  when  more  of  it 
was  needed,  and  expanded  when  it  should  contract  The  remedy 
which  he  wished  to  be  adopted  was  an  increase  of  note  issues 
direct  by  the  Government,  only  securing  ultimate  convertibility — 
immediate  convertibility  being  in  his  view  obtained  at  too  great  a 
cost 

Another  distinguished  merchant,  Mr.  Samuel  Morley,  declared 
that  failures  were  caused  by  lack  of  steadiness  in  the  rate  of  dis- 
count, that  no  other  commodity  varied  so  constantly  and  largely 
in  price  as  gold,  and  that  England  had  become  the  laughing- 
stock in  every  country  in  Europe  as  a commercial  nation.  No 
other  member  spoke  at  length  in  favor  of  the  motion,  but  the 
points  made  by  the  two  gentlemen  already  named  were  ably 
refuted,  and  only  forty-seven  members  voted  for  the  inquiry.  One 
member  reminded  Mr.  Anderson  that  while  in  Great  Britain  the 

rate  of  interest  ranged  from  two  and  a-half  to  nine  per  cent.,  in 

the  United  States  under  our  system,  which  he  would  like  to  have 
adopted,  it  ranged  from  nine  to  ninety.  As  for  the  departure  of 
gold  from  the  country,  it  was  pointed  out  that  it  only  went  to 
pay  for  goods  which  it  was  thought  worth  while  to  buy.  And 
there  was  a general  concurrence  of  testimony  that  few  or  no  busi- 
ness houses  had  failed  which  had  any  security  to  offer  when  they 
proposed  to  borrow  money,  that  few  failed  who  did  not  deserve 
to  do  so,  and  that  failures  were  quite  as  common  when  the  rate 

of  interest  was  low  as  when  it  was  high.  It  does  not  seem  to 

have  been  thought  worth  while  to  answer  Mr.  Morley \s  absurd 
statement,  that  the  value  of  gold  fluctuated  more  than  any  other 
article.  The  use  of  money  fluctuates  in  value,  but  if  “money” 
itself  fluctuated  so  violently  it  would  lose  its  power  and  forfeit  its 
function  of  acting  as  a standard  of  value.  For  a “standard  of 
value,”  like  a yard- stick  or  a gallon  measure,  is  useful  just  in  pro- 
portion as  it  is  steady,  unchangeable,  and  trustworthy. 

The  idea  that  the  issue  of  paper  currency  on  gold  security  should 
be  a function  of  Government  seems  to  have  made  but  little  prog- 
ress in  Great  Britain.  There  is  certainly  something  to  be  said  in 
its  favor,  but  there  are  fatal  objections  to  it.  The  Bank  of  Eng- 
land pays  very  heavily  for  its  supposed  privilege  of  issue,  and 
makes  dividends  of  but  ten  per  cent.,  while  the  chief  joint-stock 
banks  of  London  divide  twenty  and  twenty-four  per  cent,  per 
annum  among  their  stockholders.  While  the  right  of  issue  is 
restricted,  as  now,  there  is  no  danger  that  the  notes  will  ever  be  at 


Digitized  by  UjOOQle 


856 


banker's  magazine. 


[May, 


a discount.  What  might  happen  under  a system  of  Government 
issue,  even  in  Great  Britain,  we  know,  from  the  suggestion  of  a 
member  in  the  very  debate  to  which  we  have  referred,  that  as  the 
maximum  contraction  in  any  six  months  during  the  last  thirty  years 
had  been  four  million  pounds,  a reserve  of  five  millions  gold  in 
the  Treasury  against  all  issues  of  notes  would  be  amply  sufficient. 
Another  member,  Sir  Andrew  Lusk,  who  is  the  head  of  the  great 
London  house  of  A.  Lusk  & Co.,  was  equally  in  favor  of  taking 
away  the  privilege  of  issue  from  the  Bank  of  England,  but  he 
would  substitute  nothing  in  its  place.  He  was  opposed  to  note 
issues  altogether.  The  privilege  was  a monopoly  by  whomsoever 
held;  the  idea  that  paper  was  or  could  be  money  was  a hallu- 
cination. He  thought  that  gold  ought  to  be  like  com  or  tea,  or 
any  other  article — to  be  sold  to  and  held  by  the  person  who  would 
give  the  most  for  it.  The  result  of  the  debate  was  decidedly 
unfavorable  to  the  absurd  notions  of  the  paper-money  theorists. 
Indeed,  fully  one-half  of  all  the  speakers  who  supported  his  motion 
are  reported  to  be  decided  bullionists.  The  chief  reason  why 
such  men  voted  with  Mr.  Anderson  was  that  they  believed  an 
inquiry  by  a Royal  Commission  would  do  good,  and  would  bring 
to  light  some  of  the  evils  of  the  English  banking  system.  Others 
contend,  however,  and  we  think  with  reason,  that  there  is  little  hope 
for  the  correction  of  the  destructive  dangers  of  English  banking,  so 
long  as  the  search  is  confined  to  the  currency.  With  character- 
istic obstinacy,  the  British  financiers  hold,  and  persist  in  affirming  in 
the  face  of  all  evidence  to  the  contrary,  two  propositions : first,  that 
Government  has  no  right  to  meddle  with  any  department  of  bank- 
ing but  the  currency;  and  secondly,  that  the  joint-stock  banks 
cannot  be  efficiently  reached  by  Act  of  Parliament,  to  compel 
them  to  hold  adequate  reserves,  so  as  to  remove  the  most 
potent  cause  of  monetary  perturbation  in  England. 

The  consequence  of  these  two  fundamental  errors  of  financial 
doctrine  are  conspicuously  seen  in  the  slow  progress  of  banking 
legislation  in  England  since  the  time  of  Sir  Robert  Peel.  His 
Bank  Act  of  1844  was  intended  to  carry  forward  the  famous  legis- 
lation of  1819.  By  those  two  famous  laws  the  currency  of  Eng- 
land was  established  on  a gold  basis,  and  nothing  further  needed 
t3  be  done  in  that  direction.  What  was  necessary  by  way  of  fur- 
ther reform  concerned  the  bank  reserves  and  not  the  bank  currency. 
Had  Sir  R.  Peel  lived  and  resumed  office  there  is  no  doubt  that 
these  reforms  would  have  long  ago  been  pushed  forward.  But  the 
mantle  of  this  great  Financial  Statesman  has  fallen  on  none  of  his 
successors.  Every  bank  reform  which  has  been  agitated  in  the 
British  Parliament  during  the  last  twenty-five  years  has  failed,  for 
the  simple  reason  that  it  has  been  aimed  in  the  wrong  direction, 
and  has  sought  to  do  evil  by  disturbing  the  Peel  settlement  of  the 
currency,  rather  than  seeking  to  do  good  by  letting  the  Peel  legis- 
lation alone  and  supplementing  that  settlement  of  the  question  of 
bank  currency  by  a like  wholesome  adjustment  of  the  question  of 
bank  reserves. 
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THE  FRENCH  WAR  FINE. 

HOW  IT  WAS  PAID,  AND  THE  ECONOMICAL  CONSEQUENCES  THEREOF 
IN  GERMANY  AND  FRANCE. 

Being  a paper  by  Mr,  Wolowski,  Member  of  the  Institute  and  Deputy  to  the  Na- 
tional Assembly , printed  in  the  Journal  des  Economistes,  December , 1874. 

[TRANSLATED  BY  THOMAS  BALCH.  ] 

[Continued  from  April  No.,  page  786. ) 

V. 

The  course  of  exchange  was  the  trusty  guide  of  our  financial 
operations,  and  the  shrewdness  with  which  our  Treasury  conducted 
its  negotiations  in  the  markets  throughout  the  world,  for  procuring 
the  means  with  which  to  meet  our  payments  to  Germany,  furnishes 
for  consideration  one  of  the  most  curious  pages  of  economical 
facts.  It  was  not  only  necessary  to  gather^ogether  the  necessary 
funds,  but  also  to  deliver  them  m Germany.  Mr.  Dutilleul,  the 
Director-General  of  the  Transfer  of  Funds,  to  whom  the  honor  of 
effecting  this  part  of  the  transaction  is  mainly  due,  knew  how  to 
furnish  the  necessary  supplies,  how  to  handle  them,  to  renew 
them  and  skillfully  adapt  them  to  our  exigences,  so  as  to  keep  the 
rates  of  exchange  relatively  favorable.  The  greatest  difficulties 
were  anticipated  in  the  transmission  of  these  immense  amounts. 
As  to  this  he  knew  how  to  economize,  and  succeeded  in  averting 
any  serious  loss  to  us,  by  maintaining  a comparatively  even  mone- 
tary balance. 

To  sum  up  the  total  of  the  remittances  made  to  Germany,  we 


delivered : 

Frants.  C. 

In  notes  on  the  Bank  of  France 125,000,000  00 

In  French  gold 273*003,058  10 

In  French  silver 239,291,875  75 

In  German  specie  and  bank-notes 105,039,145  18 

In  thalers 2,185,311,721  04 

In  Frankfort  florins 235,120,152  79 

In  marcs  banco  of  Hamburg 265,260,990  29 

In  marks  of  the  Empire 72,072,209  62 

In  florins  of  Holland 250,540,821  46 

In  Belgian  francs 295,704,(46  40 

In  pounds  sterling 637,349,832  28 


Total 4,990,660,453  29 


Precious  lessons  are  contained  in  these  figures.  They  show  that 
in  order  to  make  our  payment  we  have  used  the  Eastern  Railway 
compensation  of  325  millions,  742  millions  in  bank-notes,  German 
moneys,  and  gold  and  silver;  and,  lastly,  more  than  4 milliards 
248  millions  of  bills  of  exchange. 
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The  compensation  of  325  millions  for  the  Eastern  Railway  has 
put  upon  our  “ Grand  Idvre  ” an  inalienable  Rente  of  20,500,000 
francs  to  the  credit  of  the  Company. 

The  notes  and  specie  were  made  up  of  125  millions  of  Bank  of 
France  notes,  105  millions  German  notes  and  coin,  273  millions 
of  French  gold,  and  239  millions  of  French  silver.  The  German 
money  had  been  introduced  into  France  during  the  invasion* 
The  French  specie  was  remitted  by  us  directly  to  Germany  for 
512  millions,  about  one-half  in  gold  and  one-half  in  silver.  The 
Bank  of  France  furnished  150  millions  in  gold,  pursuant  to  a 
supplementary  agreement  signed  in  May,  1873,  in  which  it  con- 
sented to  this  new  advance  to  the  Treasury.  In  this  way  we  has- 
tened the  liberation,  without  increasing  in  a corresponding  degree 
the  mass  of  notes  issued  and  without  heavily  depressing  exchange. 

Whilst  exposing  the  reasonable  and  useful  character  of  this 
measure,  let  us  mention,  in  passing,  the  important  truth  which  it 
brings  to  light.  Far  from  being  threatened  with  the  suspension  of 
its  usual  operations  in  the  last  quarter  of  1873,  as  Mr.  Magne 
alleged  in  the  discussion  which  we  had  with  him  in  the  month  of 
July  last  (1874),  and  of  having  been  saved  by  the  re-imbursements 
hurried  from  the  Treasury,  it  was  the  Bank  which  then  gave  a 
manifest  proof  of  its  strength.  Instead  of  having  recourse  to  the 
assistance  of  the  State,  it  was  the  Bank  which  furnished  the  Gov- 
ernment with  a sufficiency  of  resources.  Dr.  Wagner  erroneously 
ascribes  our  deliverance  to  an  exuberant  expansion  of  legal  tenders, 
which  still  threaten  the  circulating  medium.  We  paid  with  the 
effective  resources  of  the  loan.  We  did  not  depress  the  market 
by  the  abuse  of  paper  money.  We  preferred  the  heavy  charge  of 
a debt  to  the  deceptive  facilities  of  a fictitious  deliverance,  and 
we  are  rewarded  for  it  by  the  solidity  of  our  medium  of  exchange. 

This  solidity  proceeds  from  our  having  diminished  only  tempo- 
rarily, and  in  a small  proportion,  our  metallic  reserve,  which  is 
already  nearly  restored  to  its  former  level.  The  proportion  of 
gold  and  silver  paid  to  Germany  was  insignificant  in  comparison 
with  the  sum  total.  It  was  less  than  the  amount  required  by 
Germany  to  accomplish  her  monetary  transformation,  the  change 
from  what  is  called  the  standard  of  silver  to  the  standard  of  gold \ 

Without  the  resources  supplied  by  the  war-contribution  it  would 
have  been  impossible  for  her  to  have  realized  this  metallic  renova- 
tion, and  we  know  that  it  does  not  advance  very  rapidly,  notwith- 
standing the  assistance  which  it  has  received  by  her  success  in 
arms.  We  have  not  only  to  appreciate  the  difficulty  of  supplying 
Germany  with  gold;  we  must  also  not  lose  sight  of  the  disturb- 
ance of  the  general  market,  occasioned  by  an  extraordinary  demand 
for  this  preferred  one  of  the  precious  metals. 

The  serious  embarrassments  of  the  London  market,  which  have 
been  felt  in  the  whole  world,  have  been  occasioned  by  the  with- 

* The  sum  spent  by  German  officers  and  soldiers  for  individual  expenses  is  computed  at  ijo 
millions. — Tran. t. 
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drawal  of  some  hundreds  of  millions  of  gold  by  Germany.  If  these 
demands  had  been  still  further  multiplied,  and  if  the  most  ordinary 
prudence  had  not  insisted  on  their  being  restrained,*  we  should 
have  encountered  a financial  storm  without  precedent,  a storm 
entirely  owing  to  the  reckless  promoters  of  a pretended  universal 
metallic  unity. 

The  deliveries  of  French  gold  alleviated  somewhat  the  violence 
of  the  transition.  Nevertheless  they  have  only  formed  a part  of 
the  mass  which  has  been  recoined  in  the  mints  of  Germany. 
Those  who,  preoccupied  by  an  exclusive  idea,  have  urged  on 
the  unity  of  what  they  call  the  gold  standard  whilst  overlooking 
entirely  the  predominant  influence  of  the  mass  of  the  reserves  in 
the  precious  metals,  whether  gold  or  silver,  and  the  inexorable 
action  of  the  law  of  proportion  between  the  two  necessary  agents 
of  the  circulating  medium,  have  no  cause  to  rejoice  at  the  specta- 
cle which  Germany  presents.  They  have  desired  to  do  violence 
to  the  nature  of  things,  and,  notwithstanding  the  unexpected 
co-operation  of  a victorious  war,  which  provoked  “a  shower  of 
gold,”  her  situation  is  anything  else  than  satisfactory.  We  shall 
return  to  it  presently. 

France,  on  the  contrary,  has  to  congratulate  herself  for  having 
maintained  the  double  standard  of  lawful  payment.  She  availed 
herself  of  it  to  diminish  the  difficulty  of  settling  with  Germany. 
Nor  was  it  only  this  double  employment  of  gold  coin  and  silver 
coin  which  she  has  known  how  to  turn  to  advantage.  She  pur- 
chased with  greater  facility  bills  payable  in  silver , and  thus  that 
metal  performed  almost  all  the  work  of  liberation.  Bills  of 
exchange,  payable  in  silver,  covered  more  than  four-fifths  of  the 
contribution  of  war.  We  stand  aghast  before  the  perspective  of 
the  danger  that  we  should  have  run  if  we  had  accepted,  prior  to 
the  war,  gold  as  the  sole  liberating  instrument.  The  maintenance 
of  the  double  standard  saved  us  from  a serious  danger. 

Germany,  intoxicated  with  her  success  in  the  war,  and  believing 
that  henceforth  all  things  were  possible  to  her,  desired  to  strike  a 
great  blow  by  transforming  the  metallic  circulation  in  such  a way 
as  no  longer  to  admit  anything  but  gold  as  a payment.  Three 
years  have  elapsed  since  this  decision.  They  are  still  far  from 
having  put  it  in  practice.  Even  now,  in  order  to  prevent  the  new 
gold  money  from  flitting  as  fast  as  it  is  put  in  circulation,  they 
are  obliged  to  tighten  the  screw  of  discount  ( serrer  Veerou  de 
V escompte)  and  to  raise  the  rate  of  interest. 

Meanwhile,  the  accounts  rendered  in  Germany  have  disclosed 
an  affluence  of  French  gold  much  greater  than  any  which  could 
have  been  the  result  of  direct  remittances  from  France.  We  see 
in  those  statements  518,590,410  francs  in  gold  pieces  appear,  to 
which  must  be  added  287  millions  of  francs  in  weight,  together 
more  than  800  millions,  to  which  must  be  further  added  42  mill- 

* The  American  reader  will,  of  course,  recall  die  telegram  and  the  declarations  of  Herr 
Camphausen  in  the  German  Parliament — Trent. 
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ions  bought  by  weight  in  England,  in  all  about  850  millions  of 
francs.  This  shows  that  at  all  times  there  is  in  circulation  in  for- 
eign countries  a considerable  mass  of  our  gold  coin.  Everywhere 
the  20- franc  piece  is  readily  received.  Those  who,  with  us,  are 
urging  the  adoption  of  an  universal  representative  coin,  mis- 
understand the  situation.  Such  a coin,  by  the  natural  movement 
of  business,  already  exists,  and  is  accepted  throughout  the  conti- 
nent* of  Europe.  France  possesses  already  the  advantages  of  a 
widely  circulating  money,  and  is  not  called  upon,  therefore,  to 
make  sacrifices  and  risk  any  dangers  to  create  it. 

The  German  mints  gathered  all  the  gold  which  they  found  in 
circulation.  But  even  after  adding  it  to  the  sums  which  we  fur- 
nished, the  total  did  not  suffice  to  coin  more  than  a milliard  of 
gold  marks  (1,260  million  francs)  struck  previously  to  n Decem- 
ber, 1873,  and  augmented  since  that  date.  To  accomplish  this, 
not  only  was  French  gold  which  had  gone  to  England  purchased 
up,  but  drafts  upon  the  reserves  in  the  Bank  of  England  were 
necessary,  a proceeding  which  did  not  fail  to  produce  serious  per- 
turbations. Luckily,  these  exigences  were  stopped,  but  not  before 
the  grave  fact  was  disclosed,  that  the  English  market  was  at  the 
mercy  of  demands  of  the  German  Imperial  Government,  in  conse- 
quence of  the  claims  for  its  new  circulating  medium.  But  there  is 
a higher  law,  from  which  even  the  power  of  Prince  Bismarck 
cannot  escape.  Just  as  gold  flows  into  a country  by  reason  of 
some  external  violent  pressure,  in  the  same  proportion  does  it  flow 
out  of  it,  and  this  cannot  be  prevented,  for  it  falls  into  a glutted 
market,  and  a premium  attracts  it  elsewhere.  The  equilibrium  of 
the  world’s  market  always  tends  to  re-establish  itself.  Germany  is 
not  altogether  quit  of  her  embarrassments  in  this  respect  The 
assumed  omnipotence  of  force  dwindles  before  the  truly  efficient 
power  existing  in  the  nature  of  things.  The  German  Empire 
desired  to  make  gold  the  only  legal  money  for  payment  of  debts. 
It  is  with  difficulty  that  it  succeeds  in  introducing  it  under  circum- 
stances which  have  favored  it  in  the  most  unexpected  manner. 

Dr.  Wagner’s  figures,  in  all  that  concerns  the  minting  of  gold 
marks,  agree  with  those  of  Mr.  Leon  Say,  and  the  learned  German 
does  not  underrate  the  facilities  afforded  to  France  by  the  use  of 
the  double-standard  gold  and  silver.  Many  of  those  who  have 
treated  monetary  questions  have  been  too  much  of  abstractionists. 
They  have  sacrificed  a more  exact  appreciation  of  the  requirements 
of  a metallic  circulation  to  an  apparently  simple  theoretical  solu- 
tion. TTiey  have  too  readily  forgotten  that  the  price  of  things 
results  from  the  comparative  relation  between  the  existing  amount 
of  the  metals  and  the  sum  (always  increasing)  of  business  trans- 
actions. Gold  and  silver  combined  have  with  great  difficulty 
answered  thus  far  to  the  work  demanded  of  them.  To  suppress 
by  a stroke  of  the  pen  one  of  these  two  instruments  of  barter,  is 
to  augment  enormously  the  work  required  from  the  other;  and  we 

•The  author  might  hare  included  a good  ’part  of  the  East  aho. — Trmmx, 
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have  seen  with  what  precautions,  even  under  the  most  favorable 
circumstances,  it  was  necessary  to  proceed  to  such  a transforma- 
tion as  Germany  has  undertaken  to  accomplish.  There  is  in  this 
matter  a warning  which  we  must  henceforth  profit  by,  especially 
when  those  States  at  present  condemned  to  Use  legal  tenders  shall 
attempt  to  extricate  themselves  from  their  precarious  situation,  and 
thereupon  require  a large  amount  of  the  precious  metals. 

The  assistance  which  may  be  obtained  from  a circulating 
medium  which  does  not  rest  upon  a corresponding  metallic 
reserve,  is  exceedingly  limited.  One  knows  not  how  to  get  rid  of 
it  even  when  the  margin  of  security  is  increased.  The  Treasury 
notes  (greenbacks)  in  certain  countries  cannot  exceed  a relatively 
small  fraction  of  the  budgetary  operations  without  inflicting  the 
saddest  consequences  upon  the  circulating  medium.  Germany 
offers  in  this,  as  in  many  other  respects,  the  materials  for  profit- 
able studies.  She  is  to-day  occupied  in  limiting  instead  of  extend- 
ing the  fictitious  part  of  her  instruments  of  exchange.  Anxiety  to 
reduce  the  mass  of  paper  moneys  had  much  influence  on  the 
decision  to  use  only  gold  coin  for  the  future,  because  thus  the 
small  bank-notes  could  be  suppressed,  whilst  their  use  was  increased 
by  heavy  pieces  of  silver.  The  proposition  to  interdict  the  emis- 
sion of  bank-notes  less  than  a hundred  marks  (125  francs)  is  in 
unison  with  the  facilities  offered  by  a gold  coinage.  A country 
which  received  more  than  five  milliards  as  a payment  could  afford 
to  attempt  the  radical  transformation  of  its  circulating  medium, 
but  this  attempt  would  have  undoubtedly  failed  without  the  aid 
derived  from  this  war-payment.  Dr.  Wagner  proves  that  the  amount 
of  specie  actually  received  was  vastly  less  than  the  common  notion, 
which  supposes  a chimerical  transfer  by  France  of  five  # milliards 
in  hard  cash  to  Germany.  A large  part  of  the  metal,  converted 
into  gold  marks,  was  bought  either  in  England  or  in  Germany 
itself,  where  it  was  very  abundant.  This  last  fact  compels  us  to 
reject  the  figures  at  which  Mr.  Leon  Say  puts  our  supposed  export 
of  gold  required  for  the  payment  of  the  War-Fine.  After  deduct- 
ing from  the  grand  total  the  amount  paid  in  silver,  it  leaves  hardly 
400  millions  in  twenty-franc  pieces.  It  was  in  bills  on  England 
and  Germany  that  the  greater  part  of  the  payment  was  effected, 
and  the  English  market  suffered  more  than  the  French  market 
from  a withdrawal  of  gold.  As  to  any  depreciation  of  the  legal- 
tender  bank-notes  emitted  by  the  Bank  of  France,  they  were  but 
slightly  touched,  and  that  only  for  a short  time.  We  cannot  too 
often  repeat  it:  Dr.  Wagner  wrongly  attributes  to  an  enormous 
emission  by  the  Bank  of  France  the  resources  which  enabled  France 
to  free  herself.  We  shall  have  occasion  to  show  that  the  pay- 
ment in  notes  was  singularly  limited  in  proportion  to  the  bulk  of 
the  whole  amount  to  be  paid.  We  must  examine  the  intelligent 
uses  made  of  the  resources  of  exchange,  if  we  wish  to  correctly 
appreciate  the  relative  facility  with  which  our  liberation  was  accom- 
plished. As  to  this,  Mr.  Leon  Say’s  Report  gives  us  very  interesting 
and  precise  information.  It  was  m foreign  bills  that  we  paid  nearly 


Digitized  by  LjOOQle 


362 


BANKER  S MAGAZINE. 


[M*y, 

four  milliards  and  a quarter.  To  obtain  them,  the  French  Treas- 
ury had  to  buy  not  less  than  5,871,807,290  francs,  because  it  was 
necessary  to  profit  by  circumstances,  so  as  to  diminish  the 
expenses  by  means  of  the  transformation,  from  time  to  time,  of 
these  bills  held  as  reserves,  by  exchanging  them  for  German  securi- 
ties, which  alone  were  admitted  in  discharge  of  the  debt.  We  will 
not  enter  into  the  technical  details  of  this  vast  operation.  To 
understand  it  thoroughly,  the  reader  must  go  to  the  Report  of  Mr. 
Leon  Say,  and  to  the  descriptive  tables  which  accompany  it,  and 
which  will  enable  him  to  catch  in  a glance  the  variations  in 
exchange  of  Paris  on  London  from  June,  1871,  to  September, 
1873.  The  highest  point,  26  francs  20  centimes,  was  touched  in 
October,  1871.  It  fell  rapidly  to  25.80,  and  to  25.50.  The 
average  was  below  this  last  figure.  To  obtain  this  result,  it  was 
necessary  to  offer  facilities  to  foreign  subscriptions  *to  the  French 
Loan,  and  to  invoke  the  concurrence  of  all  the  great  banking 
houses  in  a prudently  conducted  exchange  operation.  Thus  it  was 
that  France  surmounted  one  of  the  most  perilous  difficulties  in  the 
payment  of  the  War-Fine.  The  immense  development  of  interna- 
tional transactions,  and  the  large  investments  in  the  securities  of 
various  countries,  alone  give  the  key  to  the  solution.  It  was 
owing  to  the  concurrence  of  these  forces,  gathered  together  from 
the  whole  world,  that  we  could  pay  more  than  five  milliards  to 
Germany  without  any  violent  disturbance  in  the  workings  of  the 
circulating  medium. 

France  does  not  seem  impoverished  by  it,  says  Mr.  Leon  Say, 
and  her  circulating  medium  was  almost  undisturbed.  Exchange 
never  reached  the  great  prices  which  had  been  dreaded.  We  have 
been  preserved  from  any  enormous  depreciation  of  our  legal  tend- 
ers, such*  as  has  afflicted  other  countries  under  circumstances  that 
seem  far  more  favorable  than  those  which  have  befallen  us.  Not 
only  has  France  avoided  a monetary  crisis,  but  she  has,  better 
than  other  nations,  supported  the  financial'  crisis. 

We  will  not  go  so  far  as  to  say  that  those  Germans  who  are 
competent  to  judge  of  this  result  are  afflicted  by  it,  but  they  are 
certainly  surprised. 


VI. 

Nor  have  the  Germans  experienced  a less  surprise  as  to  the 
economical  effects  of  wealth  suddenly  gained  by  successful  war. 
It  looked  as  though  these  five  milliards  were  to  exercise  a magical 
influence  upon  home  prosperity,  especially  when  the  small  propor- 
tion for  the  war-expenses,  in  comparison  with  the  heavy  amount 
of  the  War-Fine,  was  considered.  Dr.  Wagner  has  carefully  studied 
the  employment  given  to  the  War-Fine.  He  begins  by  establish- 
ing the  exact  part  destined  to  reimburse  the  sacrifices  made,  to 
pay  off  the  loans,  to  re-establish  the  material  ready  for  service,  to 
compensate  all  other  economical  losses.  The  total  does  not  reach 
a milliard  and  a-half. 
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What  was  this  exact  amount?  and  what  became  of  die  surplus F 
This  is  the  second  point  cleared  up.  The  greater  part  was  devoted 
to  the  military  power,  as  well  for  arms  and  equipments  of  new 
models  as  for  defensive  works  and  means  for  a prompt  mobiliza- 
tion of  the  army.  The  War-  Treasury  was  re-established  and  aug- 
mented, the  Navy  increased,  certain  useful  expenses  defrayed,  and 
lasdy  considerable  sums  divided  among  the  members  of  the  Con- 
federation. The  resources  devoted  to  the  campaign  in  France 
may  be  analyzed  as  follows: 


Advanced  by  the  War-Treasury 

Loan  of  1870—5  percent 104,369,720 

Treasury  bonds,  at  5 per  cent.,  five  years  to  run 95»752>5°° 

Bonds  at  short  time,  enflssion  of  1870 42,992,500 

Emission  of  1871 15,000,000 

Complement  of  the  100  millions  which  should  cover  the 

negotiation  of  the  Five-year  bonds 4,247,900 

Advances  by  the  Caisse  ae  Prftts  or  Loans-Bank* 


Thalers. 

301,000,000 

200,122,220 


62,240,300 
1 7,000,000 


309,362,520 


Other  small  heads  give  311,112,116  thalers,  amongst  which  figure 
the  voluntary  contributions  for  the  contemptible  sum  of  394  thalers,! 
less  than  1,500  francs! 

The  first  appeal  to  credit  was  introduced  under  such  onerous 
conditions  that,  if  we  take  into  consideration  the  early  repayment, 
January  1,  1873,  it  cost  the  Government  11  per  cent.,  and  this 
cost  would  have  been  greater  had  not  the  War  Treasury  covered 
the  first  disbursements. 

Dr.  Wagner  gives  usf  a detailed . table  of  the  objects  to  which 
the  War-Fine  was  applied.  The  war  expenses  of  the  Empire, 
including  therein  four  millions  of  thalers  for  endowments,  are  put 
(Chapter  A)  at  73,132,407  thalers.  Pensions  paid  to  invalids  to 
the  close  of  1872  figure  at  10,089,774  thalers,  besides  187  million 
thalers  given  to  the  Invalid  Fund.  Assistance  to  the  families  of 
soldiers  in  the  Reserve  and  Landwehr  is  put  at  four  million 
thalers;  assistance  to  the  Germans  expelled  from  France  at  two 
million  thalers;  indemnification  to  the  German  navy  at  5,600,000 
thalers,  and  reparation  of  damages  suffered  at  37,700,000;  so  that 
the  indemnities  (Chap.  B)  reach  a total  of  246,389,774  thalers, 
including  the  endowment  of  the  Invalid  Fund  as  above  mentioned. 
Chapter  C comprises  the  expenses  of  re-establishing  and  strength- 
ening the  militiy  power  of  Germany.  Forty  millions  were  paid 
into  the  War  Treasury.  The  fortifications  of  Alsace  and  Lorraine 
absorb  40,550,595  thalers,  and  those  of  the  Empire  72  million 
thalers.  The  navy  figures  for  31,949,890  thalers;  the  Depot  of 
Military  Maps  for  235,000  thalers;  the  Committee  on  Artillery 


* The  Caisse  de  Frits  is  a bank  for  making  loans,  and  the  term  is,  I suppose,  Mr. 
Wolowski's  translation  of  List  Bank  (I  have  not  Dr.  Wagner's  book  to  verily  this),  an  institu- 
tion at  Berlin  which  makes  advances  on  securities  and  Treasury  Bilk.  It  is  not  a Comjtair 
d* Escsmptsy  or  bank,  according  to  our  use  of  that  word.  It  resembles  rather  a Trust  Company 
which  loans  on  securities,  but  does  not  discount  commercial  paper. — Trans. 

t Wagner,  65-66.  $ p.  xta  et  seq. 
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Experiments,  1,175,000  thalers.  Total  of  Chapter  C,  185,910485 
thalers.  Chapter  D is  occupied  with  a capital  sum  of  6,270,000 
thalers,  set  apart  for  the  administration  of  the  Empire.  Chapter 
E comprises  general  expenses;  such  as  funds  for  the  Imperial 
cash-box,  2,000,000  thalers;  customs  and  excises,  19,772,719  thalers; 
construction  of  the  palace  for  the  Imperial  Parliament,  8,000,000 
thalers.  Total,  29,772,719  thalers.  The  productive  investments  on 
account  of  the  Empire  are  indicated  in  Chapter  F,  as  a total  of 
143,872,554  thalers,  of  which  86,666,667  represent  the  purchase  of 
the  Eastern  Railroads,  and  50,897,447  for  expenses  of  repairs, 
construction  and  reconstruction  of  the  Alsace-Lorraine  roads,  and, 
lastly,  638,440  to  repair  and  complete  the  Guillaume-Luxembourg 
Railroad.  , 

The  excess  of  the  War-Fine,  amounting  to  798,984,980  thalers, 
was  distributed;  the  old  North  Confederation  received  643,800,000; 
and  the  Southern  States  received  155,500,000  thalers,  of  which 
Bavaria  got  91,030,000,  Wurtemburg  28,760,000,  Baden  24,300,000, 
and  Southern  Hesse  11,390,000.*  The  war  expenses  of  North 
Germany,  largely  calculated  and  included  in  the  indemnity 
paid  to  it,  are  put  at  377,330,421  thalers.  Everywhere  it  crops 
out  that  of  the  1,484,000,000  thalers  (5^  milliards)  extracted 
by  Germany  from  France,  an  important  portion  has  been  applied 
to  augment  the  military  stores  and  equipments.  To  borrow  Dr. 
Wagner's  words,  Germany  has  thus  benefited  by  “a  transforma- 
tion of  material  capital  into  immaterial  capital." 

This  result  justifies  in  the  eyes  of  the  learned  Berlin  Professor 
the  enormousness  of  the  contribution  exacted.  “ It  was,”  says  he, 
u from  a political  point  of  view  that  this  payment  was  imposed; 


* It  may  be  useful  to  reproduce  here  the  statements  given  in  the  Almanach  de  Gotha  for 
1875,  p.  34a,  and  let  the  reader  compare  them. 

RacairTs  and  Disbursements  on  Account  of  the  French  War-Fine. 


Receipts.  Mmrks. 

1.  Paid  by  the  city  pf  Paris,  aoo,ooo,ooo  francs 160,517,595 

a.  Paid  by  France,  interest  included,  5,301,191.959  francs 4,340.953,577 

3.  Taxes  imposed  and  received  in  France  dunng  the  war 5a,  181,650 


zww,™*.  4>453'653,to 

1.  War  Expenses  paid  by  Imperial  Exchequer a 19. 397.2*1 

Sundry  indemnities 135,900,000 

Funds  for  invalids 609,309,33a 

3.  Re-establishment  of  the  Army:  **** 

Imperial  Treasury  for  the  war 170,000,000 

Sundry  restorations 136,488,850 

Reconstruction  German  forts 816,000,000 

Increase  of  Navy 95,849,670 

4.  Expenses  of  Administration 84,188,157 

Cost  of  Parliament  Palace 34,000,000 

, * T . „ 108,188,157 

5.  Alsace-Lorraine  Railway 160,000,000 

Guillaume-Luxembourg  Railway 171,617,661 

— — — — 431.617.661 

6.  Distributed  to  the  Confederation  of  the  N orth  and  among  the  Southern  States . . . 8,391,008,943 

TotaI 4.45**5*8» 


In  thalers,  1,484,551,374— 7Vinsr. 
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it  is  from  a political  point  of  view  that  it  should  be  judged ; and 
even  if  the  available  resources  of  France  had  failed,  such  would 
have  been  the  result  of  the  German  intention,  an  intention  thor- 
oughly justified : cine  berechtigte  deutsch*  absicht”  We  are  not 
criticising,  we  are  quoting;  and  we  confine  ourselves  to  translating 
faithfully  the  expression  of  the  German  purpose. 

VII. 

We  have  thus  succinctly  given  the  figures  which  permit  us  to 
comprehend  with  a glance  the  various  purposes  to  which  the 
War-Fine  was  applied.  Dazed  by  the  colossal  amount  of  the 
sums  she  received,  Germany  believed  that  in  them  she  had  found 
Wealth.  She  also  thought  that  she  had  discovered  a remedy  for 
the  economical  distemper  which  hindered  her  productive  develop- 
ment. Even  when  the  material  fruits  of  victory  are  not  absorbed 
chiefly  in  unproductive  expenses  of  new  armaments  and  bounties 
bestowed,  there  are  certain  laws  of  distribution  which  forbid  a 
violent  displacement  of  the  elements  of  wealth  from  producing  the 
same  happy  results  as  are  wrought  by  the  more  tardy  conquests 
of  labor.  Without  wishing  to  compare  the  actual  condition  of 
Germany  with  that  of  Spain  when  the  gold  of  Peru  seemed  to  have 
yielded  her  prodigious  riches,  we  must  not  forget  that  the  precious 
metals  merely  slip  through  the  fingers  of  the  conqueror  who 
knows  not  how  to  convert  them  into  elements  of  labor. 

Gold  and  silver  exercise  in  social  economy  quite  a different 
influence  from  that  attributed  to  them  by  the  common  prejudice. 
Their  value  is  not  in  their  accumulation,  but  in  the  relations  which 
are  established  between  them  and  the  whole  production,  and  the 
transactions  to  which  they  serve  as  a common  measure  and  as 
means  of  barter.  In  former  times  it  was  permitted  to  boast  of 
seizing  by  arms  what  one  disdained  to  gain  by  labor.  Other  ideas 
prevail  nowadays.  We  are  more  inclined  to  work  than  to  fight; 
better  prepared  for  peace  which  fertilizes,  than  for  war  which 
destroys  and  sweeps  away  riches  already  garnered. 

The  past  few  years  have  permitted  the  study  in  living  facts  of 
consequences  which  might  have  been  contemned  if  they  had  been 
taught  as  merely  theoretical  deductions.  The  spectacle  offered  by 
France  and  Germany,  in  the  midst  of  the  griefs  which  attend  it, 
should  serve  to  prove  and  affirm  this  consoling  truth,  that  political 
economy  cannot  be  separated  from  moral  ideas.  The  sword  does 
not  cut  alone  the  questions  of  production  and  wealth,  and  the 
most  precious  spoils  suddenly  transported  from  one  country  into 
another,  feed  its  pride  rather  than  its  creative  power. 

It  would  be  mere  exaggeration  to  pretend  that  the  speedy  pay- 
ment of  five  milliards  and  a-half  by  France  to  Germany  has  not 
diminished  the  wealth  of  the  former  and  augmented  that  of  the 
latter.  But  the  calamities  caused  by  war  are  soon  repaired  when 
the  source  from  which  flows  the  annual  revenue  of  nations  is  not 
exhausted,  while  a sudden  increase  of  riches  is  far  from  profiting 
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proportionally  to  the  mass  levied  in  comparison  with  the  steady 
requisitions  of  daily  labor.  It  is  with  States  as  with  individuals  ; 
the  bloody  games  of  force  rarely  succeed  better  than  games  of 
chance. 

The  component  parts  of  the  economical  mechanism  of  our  social 
system  are  so  closely  interlocked  that  they  can  not  be  deranged 
without  perilous  shocks.  Time,  it  is  said,  respects  nothing  which 
it  originates,  and  the  action  of  time  always  fills  a great  part  in 
human  affairs.  It  is  not  everything  to  become  on  a sudden  the 
master  of  vast  disposable  capital;  one  should  be  prepared  to  em- 
ploy it,  and  also  to  avert  the  dangerous  consequences  attendant 
upon  every  hasty  disturbance  in  the  equilibrium  of  wealth. 

Only  by  old  dogmas,  henceforth  proscribed  by  the  process  of 
science  and  civilization,  can  be  upheld  the  notion  that  the  payment  of 
five  milliards  and  a-half  must  be  the  cause  of  hopeless  ruin  to  the 
vanquished  and  of  permanent  abundance  to  the  victor.  The 
natural  progress  and  dimensions  of  the  wealth  of  nations  are  better 
understood  to-day.  Five  milliards  and  a-half!  The  figure  is  enor- 
mous, but  it  answers  merely  to  the  fourth  part  of  the  yearly  revenue 
of  our  people,  and  to  the  third  of  that  procured  every  year  by  the 
productive  forces  of  Germany.  Add  also,  that,  thanks  to  the  power 
of  credit,  such  a payment  is  distributed  over  a considerable  num- 
ber of  years,  to  be  removed  by  installments  successively  paid  by 
taxation.  This  load  is  onerous,  one  which  will  for  a long  period 
come  home  to  the  country,  which  we  must  continue  to  feel  after 
having  adjusted  our  accounts  with  the  foreigner,  for  the  debt  we 
contracted  will  exist  in  another  shape.  But  liberation  by  payment 
of  lump-sums,  which  would  have  encountered  insurmountable 
obstacles  at  epochs  not  very  remote  from  our  own,  was  thus  accom- 
plished without  the  sufferings  thereby  caused  being  manifested  to 
the  full  extent  of  the  sacrifices  undergone.  Herein  is  the  explana- 
tion why  France,  which  lost  a considerable  part  of  its  foreign 
investments,  and  which  must  submit  to  a serious  addition  to  its 
taxes,  does  not  seem  as  much  impoverished  as  if  she  had  wit- 
nessed the  disappearance  in  the  same  proportion  of  her  productive 
capital. 

On  the  other  hand,  Germany,  which  received  immense  sums, 
could  only  employ  them  in  the  long  run,  beholding  them  in  the 
meanwhile  converted  to  uses  which  in  no  respect  contributed  to 
her  material  prosperity. 

The  war  paid  for  itself,  according  to  the  ancient  maxim,  more 
than  surpassed  in  this  instance ; it  has  also  replenished  the  reserves 
and  armaments  of  all  kinds  intended  to  fortify  the  military  strength 
of  Germany;  but  the  portion  used  in  increasing  her  economical 
power  was  limited.  The  German  Empire  profited  by  the  French 
War-payment  to  avoid  new  taxes  at  the  beginning.  It  did  not 
succeed  in  lessening  those  already  existing.  From  this  year  it  is 
compelled  to  resort  to  new  taxes  in  order  to  preserve  the  equi- 
librium of  its  budget.  Thus,  it  was  less  enriched  than  we  had 
been  led  to  expect. 
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Nor  is  this  all.  The  favorable  effects  diminish,  after  an  exact 
examination  from  a politico-economic  stand-point,  whilst  the  inju- 
rious consequences  quite  balance  them  in  virtue  of  the  natural 
laws  of  exchange  and  circulation.  In  regard  to  this  we  shall 
endeavor  to  present  a statement  of  the  profits  really  obtained  and 
the  mischiefs  suffered. 


VIII. 

The  most  important  benefit  to  Germany,  as  Mr.  Soetbeer  shows, 
was,  that  she  was  thereby  enabled  to  pursue  her  work  of  converting 
her  circulating  medium  from  silver  into  gold.  We  are  not  amongst 
those  who  extol  the  benefits  of  this  change,  rendered  possible  only 
by  the  successes  of  the  war.  Nearly  a milliard  of  French  gold, 
not  all,  however,  exported  by  us,  was  used  in  the  coinage  of 
marks  of  the  Empire . The  solidity  of  the  metallic  currency  is 
increased,  which  is  a serious  gain,  much  greater  and  less  open  to 
question  than  that  of  confining  to  one  metal  the  faculty  of  effect- 
ing legal  payments.  Whether  the  instrument  of  a circulating 
medium  be  gold  or  silver,  the  important  matter  is  to  have  them 
in  quantities  sufficient  to  establish  solidly  the  metallic  mechanism. 
Germany  has  constructed  hers  at  a heavy  price.  She  could  afford 
the  luxury,  and  she  has  the  machine  which  saves  the  greatest 
amount  of  time  and  trouble.  Dr.  Wagner  dwells  upon  the  advan- 
tages obtained  by  the  Empire  in  having  the  more  potent  metal- 
lic mechanism.  But  this  mechanism,  formed  entirely  of  gold', 
is  more  costly.  It  has  neither  the  elasticity  nor  the  regularity  of 
a joint  use  of  silver  and  gold,  and  Dr.  Wagner  has  not  under- 
rated the  service  which  the  double  lawful  money  rendered  to 
France,  especially  during  the  late  complications.  He  characterizes 
its  influential  assistance  to  us  as  Einfluss  der  Doppelwdhrung , the 
influence  of  twofold  moneys. 

More  gold  than  silver  must  be  employed,  for  the  complement 
furnished  by  small  notes  less  than  125  francs  (100  marks)  will 
disappear  the  moment  that  sort  of  paper  money,  employed  almost 
exclusively  in  transactions  of  the  home  markets,  is  withdrawn 
from  circulation.  Germany  drew  from  the  war-contribution  the 
means  of  executing  a daring  resolve,  which,  without  that  assist- 
ance, would  have  put  upon  her  an  intolerable  yoke;  Had  not  the 
Empire  pocketed  our  War-Fine,  how  could  it  have  kept  stagnant 
during  the  period  of  coinage  such  a capital,  which  it  still  keeps  in 
hand? — for  she  was  then  in  dread  of  seeing  exported  a large  part 
of  this  new  capital,  of  which  the  raw  material  was  composed  of 
our  20-franc  pieces,  of  fWderics,  of  gold  crowns,  of  English  sover- 
eigns, and  of  ingots. 

As  to  the  politico-economic  utility  of  this  metallic  transformation,  it 
remains,  to  say  the  least,  doubtful,  for  the  German  market  begins 
to  feel  a more  decided  influence  exercised  on  the  fluctuations  and 
rise  in  discount  by  the  exclusive  use  of  gold  as  the  circulating 
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medium.®  That  most  tenacious  partisan  of  gold-money,  Mr.  Soet- 
beer,t  admits  “that  the  monetary  reform,  for  which  he  has  per- 
sonally labored  so  actively,  would  have  been  scarcely  practicable 
without  the  unhoped-for  assistance  of  the  pecuniary  fine  inflicted 
on  France.  This  reform  would  be  still  in  its  early  experiences. 
Without  the  proceeds  of  successful  war,  we  could  have  neither 
procured  the  raw  material  nor  borne  the  expenses.  Legislation 
would  have  been  driven,  even  under  the  most  auspicious  circum- 
stances, to  the  necessity  of  maintaining  the  double  standard  for 
lawful  money.” 

This  avowal  deserves  to  be  noted,  whilst  the  love  of  system  is 
endeavoring  to  launch  us  in  the  perilous  experiment  of  demone- 
tizing silver.  Mr.  Soetbeer  himself  recognizes  that  the  prospect  of 
a resumption  of  specie  payments  does  not  permit  us  to  think  seri- 
ously of  essaying  a radical  reform,  which,  after  all,  rests  upon  a 
theory  by  no  means  thoroughly  tested  in  experience.  And  this 
learned  writer  has,  in  another  passage,!  exposed  what  a precious 
resource  in  the  payment  of  the  War-Fine  we  possessed  in  the  use 
of  both  metals  as  lawful  money. 

If  to  this  monetary  reform  we  add  the  acquisition  and  extension 
of  the  Alsace-Lorraine  railways,  and  the  improvements  of  the 
Guillaume-Luxembourg,  we  have  quite  fairly  stated  the  account 
of  the  real  productiveness  to  Germany  of  its  conquest.  It  makes 
rather  a poor  return,  and  does  not  greatly  augment  the  permanent 
receipts  of  the  Empire. 

IX. 

Let  us  now  examine  another  application  of  the  War-Fine  ac- 
quired by  Germany,  in  regard  to  which  we  accept  only  partially 
the  opinions  of  Dr.  Wagner. 

We  think,  with  him,  that  the  appreciation  of  the  differences 
between  the  import  and  export  of  products,  from  the  point  of 
view  of  the  old  balance  of  trade,  is  erroneous.  Without  dwelling 
upon  the  influence  exercised  nowadays  in  the  settlement  of  inter- 
national business  by  a new  element,  the  security  (titre),  it  has 
been  remarked  for  some  time  past,  that  if  the  Custom-House  tables 
were  more  exactly  made  up,  the  imports  should  always  exceed  the 
exports,  for  the  former  arrive  always  in  the  country  charged  with 
expenses  of  transport  and  insurance,  which  the  latter  must  add  to 
their  cost  before  being  exchanged,  products  against  products,  in 
the  foreign  markets.  Add  also  the  profits  of  the  merchant  and 
ship-owner,  and  also  an  element  which  existed,  but  of  which  the 
importance  is  greatly  increased  in  our  day,  the  dividends  and 
interests  received  from  investments  made  abroad. 

The  customs  returns,  therefore,  give  no  longer  an  accurate  idea 
of  commercial  relations.  When  they  announce  to  us  an  excess  of 

* As  these  pages  are  passing  through  the  press,  April  a,  we  hare  the  London  telegram  of 
yesterday  that  a **  financial  crisis  was  feared  at  Berlin.  Twenty-eight  failures  and  two  suicides 
from  financial  reverses.  Settlements  effected  with  great  difficulty." — Tratu. 

t Sdetbeer,  a8-ao  J Soetbeer,  14-16. 
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exports  over  imports,  we  are  not  to  congratulate  ourselves  on  it, 
unless  we  know  that  a notable  part  of  these  products  sent  abroad  are 
converted  into  investments,  or  decidedly  influence  the  return  of  the 
precious  metals  to  us  for  them.  It  is  in  this  fashion  that  we  explain 
our  excess  of  exports  of  510  millions  in  1872  and  1873.  This  excess 
paved  the  way  for  the  enormous  surplus  of  gold  and  silver,  which, 
after  deducting  the  consignments  of  those  metals  to  foreign  coun- 
tries, figured  for  the  first  ten  months  of  1874  at  700  millions. 
These  700  millions  enabled  us  to  reconstitute  our  metallic  stock. 
But  it  was  not  from  this  quarter  that  we  obtained  our  means  of 
liberation.  From  1827  to  1873  the  excess  of  our  exports  of  mer- 
chandise was  3,597  millions,  and  the  excess  of  our  import  of 
specie  was  6,192  millions.  If,  as  was  the  case  fifty  years  ago, 
there  were  no  other  international  transactions  than  those  which 
terminated  in  a settlement  in  goods  and  the  purchase  of  specie, 
this  favorable  balance  of  gold  and  silver  would  by  no  means  suf- 
fice to  satisfy  us.  We  much  prefer  the  situation  of  England,  which 
presents  an  incomprehensible  phenomenon  to  the  eyes  of  the  par- 
tisans of  the  mercantile  doctrine.  In  fact,  the  excess  of  imports 
was  for  fifteen  years,  1847-1873,  about  800  million  pounds  ster- 
ling, or  20  milliards  of  francs,  which  gives  an  average  of  more 
than  1,300  millions  a year.  In  1834  the  excess  of  imports  was, 
for  that  year,  24  million  pounds  (600  million  francs),  whilst  in 
1873  it  rose  to  60  million  pounds  (1  milliard  and  a-half  of  francs), 
and  England,  instead  of  being  ruined,  is  vastly  enriched. 

Up  to  this  point  we  agree  with  Dr.  Wagner  in  the  idea  which 
he  upholds,  but  we  cannot  help  regarding  as  premature  his  exulta- 
tion over  the  rapid  expansion  of  the  merchandise  imported  into 
Germany.  The  traffic  of  Germany  with  England  has  grown  from 
four  million  pounds  (100  million  francs)  to  10  million  pounds  (250 
million  francs),  and  it  is  not  instruments  of  labor  which  make  good 
the  difference,  but  objects  of  consumption.  This  means  two  things 
— a larger  life  and  an  increased  cost  of  existence,  thanks  to  the 
War-Fine!  Dr.  Wagner  rejoices  in  it!  He  is  delighted  to  have 
the  Germans  live  more  freely  after  having  fasted  for  ages.  But 
these  new  and  lavish  ways  do  not  meet  with  a like  approval  from 
another  economist,  Mr.  Soetbeer.  This  gentleman  perfectly  under- 
stands that  the  frugality  of  the  French  is  one  of  the  chief  sources 
of  our  prosperity.  It  advances,  escorted  by  the  spirit  of  foresight 
and  thrift,  whilst  the  other  loses  ground  in  Germany. 

Moreover,  this  suddenly  increased  influx  of  foreign  productions 
clearly  shows  a great  rise  in  prices  in  the  German  markets,  and 
this  rise  is  due  to  an  augmented  demand,  a demand  aroused  by 
the  milliards  of  the  War-Fine,  and  not  altogether  unaffected  by  the 
decline  in  the  purchasing  power  of  the  metals.  When  this  influx 
does  not  represent  the  counterpart  of  results  of  labor,  and  is  only 
derived  from  a sudden  displacement,  we  may  do  our  best,  but  it 
cannot  find  channels  of  circulation  prepared  to  receive  it,  and 
must  produce  a plethora  which  causes  a forced  exportation  of 
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gold.*  There  is  no  other  way  of  keeping  it  at  home  except 
“ tightening  the  screws  of  discount  ” — that  is"  to  say,  in  raising  the 
rates  at  which  capital  is  loaned.  Germany  has  imported  much 
more  than  she  has  exported,  because  she  could  pay  more,  but  she 
has  also  had  to  face  dearer  prices  for  everything.  Although  she 
has  not  as  yet  to  impose  new  taxes,  nevertheless  this  rise  in 
prices  has  exercised  the  same  pressure  upon  the  population.  The 
war-expenses,  it  is  true,  have  been  cast  upon  us,  but  we  must  not 
forget  the  disturbance  created  in  all  the  German  industries  by  the 
departure  of  the  army  of  invasion,  drawn  chiefly  from  the  fields 
and  workshops.  German  labor  could  not  escape  without  injury, 
and  the  new  conditions  through  which  it  is  passing  do  not  seem 
of  a nature  to  restore  its  prosperity. 

X. 

Dr.  Wagner  dilates  with  much  complacency  on  the  advantages 
which  he  discovers  in  the  new  distribution  of  riches  among  the 
peoples,  and  among  the  divers  fractions  of  the  population.  Nev- 
ertheless, the  natural  laws  of  political  economy  are  not  to  be  vio- 
lated with  impunity.  They  never  fail  to  punish  an  infraction  to 
which  they  have  been  subjected.  This  revolution  has  been  accom- 
plished to  the  benefit  of  the  laboring  classes,  says  Dr.  Wagner, 
and  he  invokes  as  a proof  the  general  rise  in  wages.  He  does 
not  sufficiently  consider  the  greater  dearness  which  offsets  the  nom- 
inal increase  in  the  pay  of  workmen.  He  omits  also  to  point 
out  the  effects  of  a displacement  of  population,  of  which  more  and 
more  are  attracted  to  the  cities.  High  rents  have  become  a gen- 
uine public  calamity  in  Germany,  much  amplified  by  the  secondary 
effects  of  the  triumph  achieved  an.d  the  ransom  garnered.  Admit 
that  the  rise  in  wages  exceeds  the  rise  in  prices,  and  that  a profit 
is  left  to  the  workman,  yet  it  does  not  do  to  concentrate  our 
attention  on  the  merely  material  side  of  these  questions.  To  form 
a solid  and  complete  judgment,  we  must  also  study  them  in  their 
moral  bearings. 

How  have  the  workmen  used  this  relative  elevation  of  wages? 
Has  it  been  in  feeding  ephemeral  desires  and  perilous  seductions  ? 
or  in  permanently  improving  their  condition  to  their  own  advan- 
tage and  that  of  their  country?  The  dangers  of  the  semblance 
of  wealth  suddenly  acquired  are  not  less  for  nations  than  for  indi- 
viduals. Let  us  leave  the  vulgar  to  swagger  over  booty,  but  for 
ourselves  never  forget  that  morality  is  always  in  harmony  with  the 
truest  development  of  strength,  that  which  is  derived  from  greater 
labor  and  persistent,  steady  thrift.  It  is  not  sufficient  for  man  that 
he  has  the  power  to  spend  more  freely  what  he  gains.  He  must 
also  be  prepared  to  do  so. 

Nor  is  it  enough  to  say  as  Dr.  Wagner:  “We  have  bought 
more  and  lived  better.”  Have  there  been  an  increase  of  produc- 

* In  September,  1871,  die  French  so- franc  piece  yielded  at  Munich  no  move  than  9 fiorina 
1a  krentzers,  instead  of  ao  kreutxers.  Before  the  war  it  was  generally  taken  in  the  shops  at 
9.30.— Tran*. 
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tions  and  an  increase  of  popular  savings?  This  is  the  question. 
Before  the  war,  Schultze-Delitsche  directed  his  efforts  in  this 
sense;  but  the  Socialist  preachers  do  not  so  understand  progress. 
They  call  aloud  to  the  workmen,  “save  not,  enjoy  yourselves.,,# 
Therein  lies  the  danger.  Higher  wages  unhappily  induce  a rela- 
tive prodigality.  The  anxiety  for  the  future  lessens ; the  springs  of 
action  relax.  We  are  surprised  at  the  easy-going  way  in  which 
an  Economist  lends  himself  to  this  sad  business,  in  thus  lauding 
the  compensation  which  he  fancies  acquits  the  hardships  of  the 
past  by  the  comforts  of  the  present  He  has  yielded  too  much  to 
the  material  aspect  of  the  question.  It  is  not  in  this  way  that 
nations  become  great.  Likewise,  we  should  not  exalt  the  alleged 
advantages  of  a new  distribution  of  wealth  among  the  peoples, 
when  by  this  unexpected  displacement  a plethora  of  floating  cap- 
ital is  created.  The  rich  and  middle  classes  in  Germany  have 
gained  nothing  thereby.  They  have  been  doubly  affected,  both  by 
the  rise  in  prices  and  the  temptation  to  offset  it  by  means  of 
some  quick  profit  gained  by  a clever  stroke.  Mr.  Bamberger  and 
Mr.  Soetbeer  are  of  one  mind  as  to  these  mischiefs  which  were 
inseparable  from  a prompt  realization  of  the  French  ransom. 

At  first  Germany  feared  that  this  rich  recompense  of  victory 
might  escape  her.  She  doubted  the  liquidation  of  such  a vast 
indebtedness,  and  hurried  the  periods  of  payment.  It  would  have 
been  better  policy  not  to  have  hastened  matters  so  much.  The 
interest  of  France  was  otherwise.  She  moved  with  as  much  vigor 
as  skill,  for  her  end  was  the  prompt  liberation  of  her  territory. 
The  truly  able  men  of  Germany  deplored  the  expeditious  pay- 
ment of  the  installments.  They  would  have  preferred  that,  after 
the  new  Empire  had  received  a#  considerable  sum,  it  should  disen- 
gage the  question  of  ulterior  payments  from  that  of  the  evacuation, 
and  thus  to  permit  the  investment  of  such  a great  capital  in  a 
less  precipitate  fashion.  The  war  loans  were  reimbursed  unawares, 
and  thus  those  who  were  repaid  their  disposable  capital  were  com- 
pelled to  reinvest  again,  a matter  which  they  had  not  altogether  fully 
considered.  All  those  who  lived  upon  a settled  income  or  a fixed 
salary  found  themselves  more  or  less  hampered  in  consequence  of 
the  general  rise  in  prices,  a rise  which  disturbed  the  equilibrium 
between  receipts  and  expenses  in  numberless  households.  The 
temptation  to  seek  greater  profits  became  more  urgent.  An 
impulse  was  given  to  rash  undertakings.  The  intoxication  of  the 
successes  obtained  contributed  likewise  to  launch  many  minds  in 
this  direction.  It  was  shocking  to  witness  the  excessive  jobbing, 
fruit  of  unbridled  speculation,  of  over-speculation . 

Herein  the  source  of  that  immense  movement  which  spread 
throughout  all  Germany,  and  of  which  Austria  experienced  the 
revulsion.  The  crash  at  Vienna  was  contemporaneous  with  the 
embarrassments  at  Berlin  and  in  the  other  money  markets  of  the 

* One  of  the  most  singular  discourses  it  was  ever  my  chance  to  hear  was  from  a Communard 
orator  in  a Belleville  club.  It  was  an  amplification  ana  parody  of  Doddridge's  epigram  on  his 
family  arms,  a writer  and  a subject  of  which  the  speaker  had  probably  never  heard. — Trmns. 
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German  Empire.  In  the  midst  of  the  unhoped-for  abundance 
a dearth  of  resources  was  suddenly  felt,  and  people  wrote  from 
Berlin : “ What  an  extraordinary  thing ! We  are  exposed  to  a 
downright  distress,  as  if  it  had  been  we  who  paid  the  five  mill- 
iards instead  of  receiving  them!”  It  was  because  the  operations 
in  progress  were  by  no  means  on  such  an  immense  scale  as  to 
employ  the  capital  destined  to  such  enterprises.  The  Germans 
believed  that  they  could  conquer  in  the  money-market  as  easily 
as  in  the  battle-field.  They  paid  dearly  for  their  delusion. 

This  swift  transfer  of  capital,  snatched  from  France,  created  an 
absolute  deception.  The  resources  were  thought  to  be  inexhaustible, 
whilst  those  which  are  the  results  of  regular  labor,  which  unceas- 
ingly renew  themselves,  are  alone  certain  and  life-giving.  More- 
over, as  we  have  already  remarked,  according  to  Dr.  Wagner, 
who  blazons  the  fact  with  pride,  the  War-Fine,  after  having  been 
used  to  dispense  with  new  taxes,  was  religiously  devoted  to 
strengthening  the  military  and  political  power  by  sacrificing  that 
material  capital  to  this  immaterial  capital \ As  to  the  different 

classes  of  the  German  population — workmen,  tradesmen,  salaried 
officers,  people  with  fixed  incomes — they  have  profited  little  by 
it,  even  when  they  have  not  been  put  to  losses  caused  by  incon- 
siderate investments  or  changes  in  their  modes  of  life.  44  Do  not 
heed  those,”  says  Franklin,  44  who  pretend  that  you  can  grow  rich 
except  by  labor  and  economy.”  This  advice  is  as  good  for  nations 
as  for  individuals. 

Nothing  appears  to  us  more  wholesome  or  more  consoling, 
than  this  striking  confirmation  of  the  teachings  of  political  economy 
as  the  result  of  the  greatest  financial  experiment  which  the  world 
has  ever  beheld.  Henceforth,  we  -trust,  the  nature  and  causes  of 
the  wealth  of  nations  will  be  more  generally  understood.  The 
experience  of  the  last  few  years  is  but  the  practical  application  of 
the  truths  expounded  in  the  great  book  of  Adam  Smith. 

Cash  is  not  capital.  It  forms  but  a small  fraction  of  capital, 
more  and  more  diminished  as  civilization  is  more  developed,  and  a 
country  is  advanced  in  the  way  to  genuine  affluence  and  accumu- 
lated riches.®  A rich  country  always  has  specie  enough  to  do  the 
work  of  a solid  circulating  medium.  If  it  meets  with  a loss  of 
the  metals,  it  soon  repairs  the  deficiency,  and  the  equilibrium  is 
re-established  without  any  artificial  efforts. 

The  opposite  principle  to  this  is  not  less  thoroughly  demon- 
strated. A superabundance  of  the  precious  metals,  far  from  bene- 
fiting, is  detrimental,  for  it  produces  a general  rise  in  prices  and 
provokes  a necessary  efflux  of  the  superfluity.  “ France  will  be 
hopelessly  ruined  by  the  payment  of  five  milliards  and  a-half,  for 
the  stock  of  specie  does  not  exceed  that  sum!  Germany  will  go 
ahead  of  all  other  States;  for,  after  receiving  the  War-Fine,  she 
will  have  in  hand  a greater  mass  of  gold  than  they  do!”  Such 

*S **  Principe*  de  la  Science  Social*,  par  Henry  C.  Carey.  Paris.  x86i.  i.  175,  etc.  See 
also  Social  Science,  by  Robert  E.  Thompson.  Philadelphia,  1875,  p.  158. 


Digitized  by  LjOOQle 


1875.]  THE  FRENCH  WAR  FINE.  873 

was  the  cry  of  joy  and  alarm  which  sounded  on  all  sides,  propa- 
gated by  the  persistence  of  ancient  prejudices. 

These  anticipations  have  been  disappointed  in  both  ways.  Five 
milliards  and  a-half  of  ransom  do  not  mean  five  milliards  and  a-half 
paid  in  specie.  France  liberated  herself  in  appearance,  if  not  in 
reality,  without  having  to  disburse  temporarily  the  sixth  part  of  that 
sum  in  hard  money,  and  she  promptly  regained  the  part  thus  sent 
abroad.  On  the  other  hand,  if  these  milliards  in  gold  had  come 
to  hand  in  all  their  plenitude,  what  could  Germany  have  done 
with  them  ? To  use  them  as  a circulating  medium,  it  would  have 
been  necessary  that  production  and  exchanges  should  have  been 
tripled.  The  general  market  of  the  world  would  have  been 
completely  upset  by  keeping  them  as  dead  treasure,  and  so 
creating  an  artificial  void.  Besides  which,  the  first  principle  ot 
good  political  finance  would  have  been  violated,  which  consists  in 
making  all  securities  productive.  Capital,  well  employed,  should 
be  an  incentive  to  labor,  and  should  stimulate  the  creation  of  new 
wealths,  at  the  same  time  that  it  is  recompensed  by  a fraction  ot 
this  general  increase  in  riches. 

But  Germany  was  not  ready  either  for  such  an  excessive  exten- 
sion of  the  circulating  medium  or  for  the  home  use  of  such  a vast 
capital.  It  is  not  to  be  denied,  that  the  insatiable  demands  of 
the  new  armaments  simplified  to  a great  degree  the  problem  by 
absorbing  huge  sums.  What  was  over  was  needed  for  rapidly 
increased  expenses,  the  consumption  of  foreign  products,  the  trans- 
formation of  the  metallic  machinery  in  substituting  gold  for  silver, 
an<J  the  consequences  of  a general  rise  of  prices.  The  remainder 
was  applied  to  the  repayment  of  the  debts  incurred  for  the  war 
preparations.  This  repayment  furpished  fuel  for  an  excessive  and 
disorderly  speculation,  and  tempted  to  rash  undertakings. 

As  to  the  taxes.  No  serious  alleviation  has  been  attempted,  and 
even  the  hope  of  avoiding  an  increase  has  proved  false.  At  the 
moment  of  penning  these  lines  the  German  Parliament  is  occupied 
in  finding  indispensable  budgetary  resources.  Germany  has  been 
substituted,  but  for  a sum  which  it  is  needless  to  exaggerate,  in  the 
place  of  France,  to  the  benefit  of  certain  dividends  derived  from 
investments  in  foreign  funds.  Those  countries  which  were  in  this 
fashion  our  tributaries,  have  become,  for  what  we  have  alienated, 
the  tributaries  of  Germany;  but  the  revenue  thus  yielded  bears 
but  a small  proportion  to  our  whole  national  income. 

As  to  our  recent  emissions  of  Rentes . They  have  obeyed  the  law 
of  which  we  have  before  spoken,  and  nearly  the  whole  of  them 
have  returned  to  the  country  of  their  origin.  Our  resources,  raised 
by  taxes  to  meet  the  payment  of  our  interest  money,  are  thus 
made  to  furnish  an  income  to  our  fellow-citizens.  Dr.  Wagner 
notes  this  fact  as  a new  element  of  trouble  as  to  the  distribution 

* It  would  do  no  harm  if  the  people  at  Washington  would  consider  these  observations  in 
connection  with  our  Sinking  Fund  and  the  present  condition  of  the  Gold  and  Labor  markets. — 
Trams. 
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of  wealth  among  the  different  portions  of  the  French  people.  The 
increase  of  taxation  contributes,  he  thinks,  to  enrich  the  rich  and 
impoverish  the  poor;  and  he  bodes  ill  from  it  for  the  future  of  our 
social  peace.  Here,  likewise,  his  opinions  repose  upon  incomplete 
data,  but  we  should  not  fail  to  profit  by  the  wholesome  warning. 
What  is  true  is,  that  we  should  endeavor  to  avoid  adding  to  the 
mass  of  taxation,  and  show  ourselves  less  impatient  for  a prompt 
extinction  of  the  public  debt,  and  thereby  a weakening  of  our  most 
solid  support,  a prosperous  productiveness.*  Nothing  is  more  deli- 
cate than  this  matter  of  redeeming  a Rente.  It  is  not  with  States 
as  with  individuals,  and  we  should  not  blindly  act  on  the  maxim, 
“Who  pays  his  debts,  enriches  himself.”  The  application  of  this 
dictum  is  true  in  so  far  only  as  the  sources  of  future  wealth  are 
not  exhausted. 

We  are  told : “ Your  liquidation  was  only  apparent.  It  loob 
well  enough  on  paper,  but  you  must  measure  things  in  their  truth. 
You  did  not  pay  in  hard  money,  but  by  a mass  of  different  sorts 
of  indebtedness  which  are  not  wiped  out  by  being  transformed.” 
We  admit  the  correctness  of  these  assertions.  Nevertheless  we  do 
not  find  in  them  a subject  for  bitter  complaint,  nor  a motive  for 
exaggerated  apprehensions,  when  we  consider  the  painful  situation 
in  which  we  were  placed. 

The  German  economists  have  shown  a healthy  appreciation  of 
the  situation,  when  they  say  that  the  creditor  has  profited  less 
than  the  debtor  has  suffered.  Mr.  Louis  Bamberger,  a deputy  to 
the  Reichstag  at  Berlin,  says,  very  justly,*  that  the  politico-eco- 
nomic law  which  prevented  Germany  from  enriching  herself  too 
rapidly,  equally  protected  France  from  a too  speedy  diminution  of 
her  wealth.  It  is  true,  that  the  liquidation  of  our  War-Fine  has 
been  in  a great  measure  only  apparent  Such  a colossal  operation 
requires  more  time  for  its  execution,  and  the  transfer  of  resources 
must  be  accomplished  little  by  little  to  avoid  new  evils.  If  the 
payment  was  in  fact  for  its  larger  part  only  supposititious  in  this 
sense,  that  it  leaves  a future  burthen,  which  to-day  merely  figures 
on  paper  but  which  must  be  met  hereafter,  instead  of  an  imme- 
diate transfer  of  active  capital,  is  it  not  clear  that  the  effect  was 
to  better  our  situation  ? We  do  not  in  the  least  risk  deluding 
ourselves  about  the  losses  we  have  met  with  because  we  did 
not  pay  on  presentation  of  the  bill  for  our  warlike  fooleries,  but 
shared  their  cost  with  generations  to  come.  No.  No  such  delu- 
sion is  possible.  Alsace  and  Lorraine  are  there  to  forbid  our  for- 
getting too  easily  the  past.  But  in  profiting  by  the  credit  justly 
enjoyed,  because  of  the  fidelity  with  which  France  has  fulfilled  her 
engagements,  we  obtain  a delay  necessary  to  avoid  impairing  our 
productive  forces.  Hence  the  result,  that  the  debtor  seems  less 
embarrassed  to  meet  its  obligations  than  the  creditor  to  find  profit- 
able uses  for  the  ransom-money  thus  obtained. 

The  transmission  of  credit  values  and  bills  of  exchange  have 
wonderfully  diminished  the  shock.  It  enlarged  the  limits  within 

* Die  fUnf  miUiarden,  16. 
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which  a void  in  the  circuiting  medium  would  have  occurred 
on  the  one  side,  whilst  an  excess  would  have  raged  on  the  other. 
The  mechanism  of  the  circulating  medium  obeys  to-day  throughout 
the  world  a law  of  inexorable  solidarity,  not  unlike  that  taught  us 
by  the  phenomenon  of  the  circulation  of  the  blood.  When  there 
is  too  great  an  accumulation  of  the  vital  fluid  somewhere,  there 
is  danger;  the  extremities  suffer;  and  we  must  apply  ourselves  to 
combating  these  great  dangers  by  effecting  a transfusion  of  it.  So 
were  we  required  to  manage  as  to  also  allow  hard  money  to  con- 
tinue its  office  in  the  different  money  markets  whilst  awaiting  the 
payments  of  the  installments.  Our  Treasury  provided  fdr  it  per- 
fectly by  organizing  abroad  reserves  of  funds,  the  proceeds  of  the 
payments  on  account  of  the  Loan,  and  in  investing  these  funds 
to  await  the  successive  epochs  of  the  liquidation  of  the  debt.  Not 
only  did  we  not  lose  the  interest  on  considerable  amounts,  but, 
what  is  more  important,  by  keeping  them  occupied  in  business 
we  contributed  toward  maintaining  the  regular  action  of  the  wheel- 
works  of  production.  In  facilitating  the  subscription  to  the  Loan 
in  foreign  lands,  and  in  combining  with  this  guaranty  of  the  sub- 
scription our  operations  of  exchange,  we  prepared  abundant  ele- 
ments for  our  settlement,  without  causing  any  serious  disturbance 
in  the  general  market.  By  these  different  proceedings,  the  resources 
of  the  portfolio  of  exchange  were  increased,  a natural  result  of 
international  operations. 

When  Mr.  Lion  Say  tells  us  that  the  theory  of  this  vast  tran- 
saction—the  transfer  of  such  a mass  of  securities  from  one  country 
to  another,  in  such  a short  space  of  time,  without  a serious  crisis 
—•is,  in  a measure,  beyond  his  reach,  he  is  too  modest,  for  he  has 
shown  us  in  his  Report  how  this  mutation  was  accomplished.  He 
has  made  it  readable  in  the  character  of  those  business  transac- 
tions which  supplied  the  bulk  of  the  bills  of  exchange.  In  this  enor- 
mous pile  of  120  millions  of  multiform  values,  all  kinds  meet,  all 
kinds  are  seethed  together ; sales  of  merchandise,  bank-credits, 
debts  collected  in  the  form  of  coupons,  profits  in  the  purchases  of 
foreign  rentes,  shares  and  bonds,  and,  we  may  not  deny  it,  the 
negotiations  without  collaterals  and  the  impetus  of  a compulsory 
circulation,  considerable  in  amount  but  fortunately  limited  as  to 
time.  It  is  thus  that  what  seemed  impossible  was  realized,  and 
the  new  power  of  Credit  and  Exchange  was  prodigiously  shown  in 
aiding  us  to  escape  from  an  apparently  desperate  situation. 

Let  us  beware  of  despising  or  forgetting  the  true  lessons  taught 
by  this  great  political  and  financial  complication.  They  enforce 
the  wholesome  doctrines  of  Political  Economy.  They  demonstrate 
the  triumphant  strength  of  labor,  of  thrift,  of  a solid  mechanism  in 
the  circulating  medium.  There,  and  there  only,  are  to  be  found 
the  genuine  sources  of  national  prosperity,  and  it  is  good  as  well 
as  healthful  to  learn,  also,  that  it  is  not  so  easy  to  enrich  ourselves 
by  despoiling  our  neighbor. 


Digitized  by  CjOOQle 


87  6 


banker’s  magazine. 


[May, 


BANK  RESERVES. 

BY  JOHN  B.  HOWE. 

Banking  reserve  is  the  great  question  of  the  day  for  bankers 
and  depositors  as  well,  although  to  those  who  agree  with  Mr. 
Bonamy  Price,  the  leading  authority  in  favor  of  light  reserves,  it 
may  seem  unimportant,  or  at  least  subordinate. 

But  I believe  the  question  to  be  a very  important  one,  especially 
to  the  United  States  and  England. 

Considered  by  itself,  it  is  perhaps  unimportant  whether  banker 
A,  in  the  midst  of  a crisis,  has  a large  or  small  reserve  of  coin, 
if  he  has  the  best  line  of  discounts  the  market  affords;  and  it  is 
immaterial,  considered  by  itself,  whether  the  Bank  of  England 
gains  or  loses  a million  or  more  of  gold,  so  far  as  the  gold  is 
wanted  by  its  customers,  either  to  keep  or  to  circulate.  Mr 
Price  affirms,  ahd  with  truth,  that  there  is  and  can  be  no  such 
thing  as  inflation  of  a currency,  and  consequently  there  can  be 
none  of  deposits.  The  true  reason  of  this  is,  that  the  average 
of  prices  must  rise  or  fall  with  the  average  volume  of  currency, 
and  under  a specie  standard,  deposits,  that  is  to  say,  funds  on 
deposit,  always  must  be  equal  to  gold,  and  if  any  bank  notes  are 
not  so,  the  difference  is  shown  in  depreciation.  Demonstration  ol 
this  truth  is  afforded  by  the  fact  that  a dollar  deposited  in  bank 
and  a one-dollar  bank-note  have  an  equal  purchasing  power  with  a 
dollar  in  gold.  Whether  and  how  far  general  prices,  or  prices 
throughout  the  commercial  world,  are  higher  in  consequence  of 
bank-notes  and  bank  deposits  being  employed  instead  of  gold  and 
silver,  is  entirely  another  question. 

The  grand  fallacy  of  Mr.  Price  consists,  I think,  in  the  view 
he  takes  of  banking. 

He  affirms  that  a bank  does  not  deal  in  money  at  all.  I affirm, 
on  the  contrary,  that  it  deals  in  nothing  else.  From  his  premises 
he  argues  logically  that  the  amount  of  a reserve  is  a subordinate 
and  comparatively  unimportant  question,  and  that  to  keep  a large 
reserve  is  an  extravagant  waste  of  capital.  As  part  of  his  proof, 
he  cites  the  tact — which  for  the  purposes  of  the  argument  I am 
willing  to  assume  as  a law — that  out  of  payments  equaling  ^19,000,000, 
the  cash  payments  were  one  part  in  thirty-three,  and  coin  only 
one-half  of  one  per  cent.  Hence  his  inference,  which  I deem 
unwarranted,  that  as  to  thirty-two  out  of  the  thirty-three  parts, 
the  bank  is  an  “institution  for  the  transfer  of  debts.”  This 
undoubtedly  is  one  result  of  banking  transactions.  After  the  clear- 
ing, the  volume  of  deposits  in  a bank  may  continue  the  same,  or 
be  greater  or  less  than  before,  and  in  each  case  there  is  a change 
in  the  credits  of  its  depositors,  and  new  depositors  may  appear  on 
the  books. 
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All  this,  however,  has  been  effected  not  by,  but  through  checks. 
The  check  is  only  an  instrument;  the  means  and  not  the  end. 
The  wind  raises  the  kite,  not  the  kite  the  wind.  A bank  is  some- 
thing more  than  a broker's  office,  and  the  mistake  in  supposing  it 
to  be  a broker's  office,  lies  in  assuming  the  process  to  be  the 
result,  ignoring  the  result  altogether.  The  process  is  not  the  pay- 
ment by  a check,  but  transferring,  through  the  instrumentality  of  a 
check,  a certain  amount  of  money,  being,  or  assumed  to  be,  in 
the  hands  of  a banker.  It  is  nothing  to  the  purpose  of  showing 
the  function  of  a banker  to  be  that  of  a broker  in  such  cases, 
that  he  has  not  cash  enough  on  hand  to  pay  all  demands  at  the 
same  time.  The  transfer  is  deemed  and  taken  to  be,  and  therefore 
operates  like  the  payment  of  so  much  coin,  and  is  labor-saving 
machinery,  by  which  the  handling  of  the  coin  , is  rendered  unneces- 
sary. The  amount  thus  transferred  in  bank  is  a substitute  for  so 
much  coin  in  the  hands  of  the  holder,  and  an  auxiliary  to  the  cir- 
culation. A bank  deals  in  money  and  in  nothing  else,  because 
the  thirty-two  out  of  thirty-three  parts  of  its  payments  and  receipts 
are  deemed  and  taken  as  money,  and  the  results  are  the  same  as 
they  would  be  if  in  all  cases  coin  were  paid  out  and  deposited — 
receipts  and  payments  nearly  balancing  each  other.  This  credit 
in  bank  has  the  same  purchasing  power  as  gold,  and  is  as  diffi- 
cult to  obtain  under  any  sound  system  of  banking.  The  only 
brokerage  in  this  is  that  of  paying  debts  for  third  parties,  by 
receiving  and  paying  their  money.  Tbe  banker  says  to  the  parties : 
Employ  me  to  receive  and  pay  your  money,  and  I will,  if  your 
credit  is  good,  and  the  paper  sound,  occasionally  discount  your 
note  or  bill,  if  you  require  it;  and  in  carrying  out  this  pledge, 
expressed  or  implied,  lies  much  of  the  danger  of  banking. 

An  increase  of  bills  and  notes  arising  out  of  legitimate  trade 
does  not  necessarily  imply  an  increase  of  deposits,  because  sales 
equal  purchases,  and  there  is  no  “ carrying " for  speculative  pur- 
poses. Deposits  may  be  unduly  increased,  or  the  reserve  depleted, 
by  accommodations  to  parties  to  enable  them  to  buy  or  hold 
produce,  manufactured  goods,  real  estate  or  stocks  for  higher 
prices,  which,  if  continued,  ends  only  in  a commercial  or  banking 
crisis.  But  in  all  these  cases  the  bank  deals  only  in  money,  and 
if  the  financial,  the  commercial,  and  the  scientific  world  has  been 
heretofore  laboring  under  a delusion  in  so  supposing,  it  is  strange 
indeed.  The  progress  from  simple  to  more  complex  methods  in  the 
moral  as  well  as  the  material  world,  is  by  gradual  changes,  involv- 
ing no  contradiction.  If  a bank  has  not  gold  enough  to  pay  all 
liabilities,  there  is  enough  outside  in  the  hands  of  the  community 
to  cover  any  deficiency,  and  if  not,  then  so  much  greater  are  the 
risks  of  banking.  But  it  is  said,  that  in  a crisis  gold  is  not  wanted, 
and  that  Bank  of  England  notes  are  preferred  to  gold,  and  that 
even  a good  reserve  is  no  adequate  protection  to  a banker  in  a 
crisis.  Be  it  so.  A good  reserve  is  not  needed  merely  to  supply 
the  demands  of  customers  who  want  to  draw  more  or  less  gold 
out  of  the  bank.  To  be  of  use,  it  should  be  required  rigorously 
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in  all  banks,  and  the  difficulty  of  carrying  out  a regulation  to  this 
effect,  is  a strong  argument  in  favor  of  one  large  controlling  bank, 
and  if  that  is  out  of  the  question,  of  a large  consolidated  reserve 
for  all  the  banks,  in  the  chief  commercial  center.  The  amount  of 
such  a reserve  and  its  conservative  effects  will  be  discussed  here- 
after, but  this  amount,  whether  comparatively  large  or  small,  has, 
logically,  no  direct  relation  to  Mr.  Price's  question : What  is  a 
bank,  and  in  what  does  it  deal  ? and  his  answer  to  that  question, 
affirming  that  a bank  does  not  deal  in  money,  but,  as  a broker, 
in  credit.  Before  discussing  the  question  as  to  the  amount  of 
reserve,  it  may  be  necessary  to  say  something  more  upon  the  main 
question  of  Mr.  Price,  which  in  other  words  is:  What  is  the 
nature  of  deposits  so  called,  or  funds  in  bank?  The  discussion 
of  this  question  involves  every  financial  question  of  the  day,  and 
its  vast  importance  is  shown  by  the  inference  Mr.  Price  draws 
from  his  premises — that  the  question  of  large  or  small  reserve  has 
nothing  to  do  with  sound  banking,  and  that  low  reserves,  on  the 
whole,  are  most  desirable,  because  most  economical. 

A synthesis,  followed  by  an  analysis  of  “ deposits,"  is  requisite  to 
show  the  necessity  of  a banking  reserve,  and  the  principles  to  be 
adhered  to  in  maintaining  it. 

Under  a metallic  currency,  and  before  the  introduction  of  paper 
money  or  banks,  all  the  coin  in  any  given  country  may  be  con- 
sidered as  composed  of  a series  of  reserves,  from  the  largest  in  the 
strong  boxes  of  capitalists  and  merchants  to  the  smallest  in  the 
pockets  of  laborers.  There  being  little  inclination  to  borrow,  and 
as  little  to  lend,  the  annual  gains  are  laid  by  in  gold  and  silver; 
they  are  not  strictly  hoards,  because  the  owners  are  only  waiting 
for  an  occasion  to  use  them,  by  buying  or  improving  land,  build- 
ing houses  and  manufactories,  and  perhaps  investing  in  Govern- 
ment loans.  This  habit  descends,  and  remains  permanent,  or 
decreases,  according  to  circumstances.  Viewing  such  a country, 
and  being  unable  to  assign  any  definite  limit  to  this  habit  of 
retiring  coin  from  the  usual  channels  of  circulation,  and  leaving  out 
of  consideration  other  important  facts,  one  might  be  almost  induced 
to  believe  that,  after  all,  there  was  a great  deal  of  truth  in  the  old  Mer- 
cantile Theory ; and  he  would  then  be  as  little  out  of  the  way  as  some 
theorists  of  the  present  day,  who  go  to  the  very  opposite  extreme, 
and  either  insist  that  gold  and  silver  may  be  entirely  dispensed 
with  or  that  97  per  cent  of  it  may  be  retired;  the  remaining  three 
per  cent  being  an  adequate  banking  reserve.  In  such  a country, 
with  a metallic  currency,  a monetary  crisis  would  be  brought  on  if 
all  or  a large  part  of  the  people  were  to  suddenly  change  this 
habit  without  an  apparent  cause;  but  this  would  be  as  little  likely 
to  occur  as  the  discovery  of  a hundred  millions  or  more  of  buried 
treasure.  This  habit,  therefore,  may  be  regarded  as  a permanent 
element,  or  one  that  will  change  slowly,  while  estimating  the  effects 
likely  to  be  produced  by  an  increase  in  the  quantity  of  gold  and 
silver,  and  the  number  and  capital  of  banks,  whether  of  issue  or 
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discount,  throughout  the  commercial  world.  In  such  a country  a 
commercial  or  monetary  crisis  would  sooner-  or  later  occur,  if  a 
large  sum  in  coin  or  foreign  capital  were  introduced  by  means  of 
a foreign  loan,  or  a treaty,  and  the  crisis  would  be  simply  the  end 
of  an  ascending  scale  of  prices,  which  had  tempted  people  to  make 
speculative  investments,  and  the  beginning  of  a descending  scale. 
If  very  large  sums  had  been  invested  in  undertakings  not  produc- 
tive, the  result  might  entail  a loss  exceeding  all  the  gain  arising 
from  the  foreign  capital.  There  would  be,  however,  no  mercantile 
failures  arising  from  an  inability  to  continue  payments,  and  no  bank 
suspensions. 

But  how  is  the  circulation  of  the  gold  and  silver  in  this  country 
carried  on  ? Substantially  as  the  circulation  of  what  we  call  money 
in  the  United  States  is  carried  on.  Before  harvest-time  the  grain 
dealers  deplete  their  coin  reserves  and  replenish  the  coin  reserves 
of  other  merchants  who  have  bills  of  exchange  for  sale,  or  remit  it 
to  their  agents  or  factors,  whose  reserves  are  thus  replenished,  only 
to  replenish  those  of  the  farmers,  who  sooner  or  later  empty  their 
own  pockets  to  replenish  again  the  reserves  of  the  retailers;  and 
these  again  deplete  their  own  reserves  by  remittances  of  gold  or 
bills,  to  fill  those  of  the  merchants,  by  whom  it  is  distributed  to 
manufacturers,  and  thence  to  their  workmen,  continuing  its  course 
until  at  last  it  is  carried  back  into  the  reserves  of  the  grain  mer- 
chants. So  far  as  bills  of  exchange  are  used,  they  are  merely  the 
instruments  by  which  a clearing  is  effected,  and  the  transportation 
of  coin  saved,  as  in  the  clearing-houses  of  city  banks.  What  is 
called  the  circulation  of  coin,  then,  is  an  endless  series  of  depletions 
and  repletions  of  reserves,  whether  great  or  small,  and  the  “ clearing 
process”  is,  simply  allowing  a given  sum  of  coin  to  remain  in  a 
reserve,  where,  by  a series  of  coin  exchanges,  it  would  be  continually 
returning.  There  is  no  economizing  of  coin  as  to  quantity,  but  only 
as  to  transit  Now,  if  any  change  takes  place  in  the  monetary  con- 
dition, it  will  be  to  a paper  currency,  as  in  the  commercial  city 
of  Amsterdam.  The  placing  of  a large  number  of  private  reserves 
together  under  the  name  of  a bank  to  be  managed  by  the  banker 
for  his  profit,  and  the  convenience  of  the  depositors  who  deplete 
all  their  small  reserves  to  form  a large  one,  is  too  complex  a pro- 
ceeding to  follow  at  once  upon  a coin  system.  Paper  money  comes 
first,  and  if  people  have  confidence  in  it,  and  it  has  a purchasing 
power  equal  to  gold,  it  will  up  to  a certain  point  continue  on  a 
par  with  coin,  whether  convertible  into  coin  by  redemption  or  not 
It  retires  coin,  and  may  very  properly  be  called  its  representative, 
because  as  far  as  coin  is  retired  paper  takes  its  place,  and  when 
paper  is  retired  coin  returns.  It  is  not  a substitute  for  coin  pre- 
cisely, because  people  will  not  place  it  in  reserve,  to  be  kept  like 
coin,  where  coin  can  be  had.  This  capacity  of  retiring  coin  pos- 
sessed by  paper  money  is  an  important  fact  in  monetary  science, 
which  has  not  been  sufficiently  studied.  An  essay,  which  embraced 
this  topic  among  others,  was  composed  by  the  writer  two  years 
since,  but  not  printed.  The  views  then  expressed  have  been  sus- 
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tained  by  the  recent  example  of  France;  but  there  is  one  very 
important  topic  which  M.  Victor  Bonnet,  in  his  “Example  of 
France,”  does  not  refer  to,  and  it  has  perhaps  been  overlooked  by 
him  as  well  as  M.  Leon  Say  in  his  report,  and  by  other  French 
writers.  It  is,  whether  general  prices  have  risen,  and  how  much, 
if  at  all,  under  these  several  issues  of  paper  money  ? That  paper 
money  and  gold  may  not  only  be  on  a par^-even  when  the  former 
is  redeemable  with  the  latter — and  at  the  same  time,  both  occa- 
sionally, and  for  a longer  or  shorter  time,  may  possess  less  pur- 
chasing power  than  gold  under  normal  conditions,  is  proved  every 
time  gold  leaves  the  Bank  of  England,  and  it  is  proved  clearly  by 
our  condition  in  1837  and  1857,  in  the  United  States;  and  for 
stronger  reasons  it  ought  to  be  so  under  an  inconvertible  currency. 
How  it  has  been  or  how  it  is  in  France  is  an  interesting  inquiry. 
Paper  money  if  not  in  excess,  and  without  banks  of  deposit,  can 
be  sustained  with  a small  reserve,  especially  if  kept  in  amounts 
always  furnishing  precisely  the  same  ratio  with  the  volume  of 
paper;  for  it  will  then  vary  precisely  as  coin  varies.  The  whole 
must  vary  as  its  several  parts,  and  if  one-quarter  of  it  varies  as 
gold,  the  whole  must  in  like  manner.  Invariability,  then,  in  the 
ratio  of  gold  to  paper  is  vastly  more  important  than  quantity.  An 
invariable  ratio  of  15  per  cent,  for  the  National  Bank  circula- 
tion is,  as  affirmed  by  the  writer  in  an  essay  published  two  years 
since,  vastly  better  for  them  and  the  note  holders  than  a reserve 
varying  continually  between  25  and  33  per  cent.  But  it  is  time  to 
proceed  to  the  subject  of  “ Deposits.” 

The  next  step  in  our  synthetical  process  is  the  beginning  of  the 
great  and  complex  system  of  bank  deposits.  It  begins  simply  by 
the  act  of  a money  lender,  who,  being  in  the  habit  of  loaning 
money  and  selling  bills  of  exchange,  receives  the  money  of  other 
people  to  keep  until  they  have  occasion  to  invest  it,  which,  per- 
haps, they  will  be  able  to  do  sooner  than  otherwise  through  the 
aid  of  the  money  lender.  The  custom  grows  until  it  reaches  grand 
proportions — large  enough  to  cover  all  the  reserves  of  the  trading 
and  even  professional  classes. 

These  various  reserves  are  the  reserves  of  coin  before  mentioned, 
or  the  bank-notes  which  took  their  place.  The  check  comes  into 
use,  and  performs  the  office,  in  substance,  of  the  bill  of  exchange. 
It  is  the  bill  of  exchange  localized.  It  is  not  currency  or  money 
in  any  sense  whatever.  Were  it  to  go  into  general  circulation,  it 
would  be  money.  But  it  does  not.  It  merely  authorizes  the  trans- 
fer or  payment  of  the  amount  named  on  its  face,  out  of  the  reserve 
of  the  drawer  to  that  of  the  payee  or  his  order;  and  so  long  as 
the  banker  has  the  money,  the  drawer  has  the  same  amount  of  re- 
serve as  he  had  when  he  kept  it  in  his  own  hands,  although  the 
banker  has  loaned  out  three-fourths  of  the  money.  If  there  is  but 
one  bank  no  clearing  is  necessary ; if  more,  it  will  be ; but  there  is 
the  same  use  of  money  in  the  one  case  as  the  other.  Now  the 
true  scientific  view  of  the  matter  is,  that  the  banker  has  no  re- 
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serve  at  all.  His  depositors  have  reserves,  a part  of  which  he, 
with  their  implied  consent,  has  used;  but  nevertheless  he  will  be 
able  to  meet  the  call  of  any  one  who  presents  himself.  He  is  the 
mere  depositary,  the  keeper  of  the  reserves  of  other  people,  and  the 
gold  or  bank-notes  in  his  safe  is  a part  of  their  reserves,  to  be 
used,  first,  upon  their  call  by  check,  and  secondly,  for  discount  to 
the  extent  of  any  excess  above  a fixed  rate  of  reserve.  But  again, 
the  banker  is  also  to  be  considered,  as  he  is,  the  debtor  of  his 
depositors ; the  amounts  he  owes  them,  as  shown  by  his  books  and 
their  own,  and  transferred  daily  by  checks  which  become  vouchers, 
are  precisely  equivalent  to  the  same  amount  in  bank-notes,  because 
they  have  the  same  purchasing  power,  the  only  essential  difference 
being  that  the  latter  appear  in  the  shape  of  handsomely  engraved 
pieces  of  paper,  and  the  former  in  book  entry.  In  this  point  of 
view  the  banker  may  be  considered  as  having  issued  currency  to 
his  depositors  equivalent  to  an  equal  amount  of  bank-notes,  keep- 
ing a reserve  as  he  does  for  his  bank-notes.  In  the  former  case 
“deposits”  may  be  considered  as  an  auxiliary  to  the  circulation  of 
money,  by  which  a smaller  is  made  to  answer  all  the  purposes  of  a 
larger  sum,  because  its  total  purchasing  power  is  the  same ; and  this 
is  the  rigorously  correct  scientific  view : in  the  latter  it  may  be  con- 
sidered as  a substitute  for  so  much  in  bank-notes.  He  who  looks 
at  deposits  from  only  one  point  of  view  fails  to  comprehend  them. 
But  to  render  the  subject  of  deposits  more  complex  still,  another 
element  appears  in  the  shape  of  credit  on  bank  books  following 
discount,  where  no  coin  or  bank-notes  are  drawn  by  the  customer. 
This  is  also  a loan  out  of  the  reserve  directly  or  indirectly. 

The  whole  commercial  world  may  be  considered  as  one  country, 
composed  of  many  provinces, — its  money,  with  some  exceptions, 
being  gold  and  silver.  The  total  of  the  latter  is  subject  to  causes 
of  variation,  one  of  which,  in  proportion  to  the  mass,  is  too  small 
to  produce  any  appreciable  effects — and  that  is  the  variation  in  the 
demand  for  articles  into  the  manufacture  of  which  gold  and  silver 
enter;  and  the  other  has  been  in  the  direction  of  increase  for  the 
last  twenty-five  years,  through  the  increased  production  of  gold  and 
silver.  But  duly  estimating  the  moral  element,  the  capacity  for 
retiring  gold,  the  increase  of  average  wants,  and  the  consequent 
increase  of  commerce  and  its  extension  to  new  countries,  and  the 
enormous  increase  of  productive  property  or  capital  corresponding 
thereto,  and  it  is  difficult  to  form  an  opinion,  whether  on  the 
whole  there  has  been  a general  increase  in  prices  of  those  leading 
commodities  which,  for  a long  time  past,  have  been  in  common 
use.  Certain  it  is,  however,  that  there  has  been  and  still  is  a 
strong  tendency  tor  raise  the  scale  of  expenditure  by  an  increased  use 
of  the  old  standard  commodities,  and  many  new  ones;  and  all  this 
comes  from  the  increase  of  capital  or  wealth.  If,  however,  there 
has  been  any  decrease  in  the  purchasing  power  of  gold  and  silver, 
by  reason  of  an  increase  disproportionate  to  the  increase  of  wealth, 
the  decrease  has  in  its  process  formed  so  small  a ratio  with  the 
total  purchasing  power  of  gold  and  silver  as  to  produce  annually  in 
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the  commercial  world  but  little  change,  except  a local  and  tempo- 
rary one  in  mining  countries.  Moreover  there  is  now,  as  compared 
with  the  period  of  1850— twenty-five  years  ago— an  equalization 
of  prices,  effected  by  railroads  and  steamships,  and  a large  increase 
of  population.  It  is  an  axiom— certainly  a demonstrated  proposi- 
tion in  monetary  science — that  an  increase  of  the  ratio  of  total 
gold  and  silver  to  total  wealth  must  sooner  or  later  raise,  and  its 
decrease  lower,  general  prices  of  all  exchangeable  property.  This 
proposition  is  undeniable,  because  if  its  opposite  is  affirmed  it 
involves  a contradiction  of  all  monetary  phenomena;  whereas  the 
proposition  harmonizes  with  and  explains  them.  But  while  this 
proposition  is  substantially  true,  it  is  not  absolutely  so.  Usually, 
to  enable  one  to  sell,  property  must  be  productive,  and  if  we  could 
suppose  all  the  capital  of  a country  unproductive,  money  would 
leave  it.  Still  further,  if  the  ratio  is  true  of  productive  property,  it 
follows  that  it  must  be  true  of  productions,  and  hence  we  shall 
have  the  same  ratio  between  the  total  of  money  and  the  annual 
average  total  of  production;  and,  therefore,  each  commercial  coun- 
try ought  to  have  out  of  the  whole  mass  of  money  an  amount 
proportioned  to  its  annual  production.  But  it  has  much  more, 
which,  as  every  banker  knows,  is  not  used  in  distributing  produc- 
tions. The  remainder  is  used  in  exchanging  productive  property, 
including  such  property  as,  though  not  productive,  is  valued  as  if 
it  were.  This  remainder  is  fluctuating,  the  other  portion  perma- 
nent. 

The  phrase  “rapidity  of  circulation”  (as  used  by  Mill,  Book  3, 
Chap.  8,  p.  300)  has  no  clear  meaning.  The  same  amount  of 
money  is  required  to  distribute  a given  amount  of  commodities  at 
the  same  prices,  in  all  cases,  whether  done  quickly  or  slowly.  The 
more  quickly  done,  the  less  reserve  required.  The  equilibrium  of 
prices  is  thus  maintained.  This  is  not  so  material  for  the  farmer,  but 
it  is  vital  to  the  merchant  and  banker.  The  loss  of  this  equilibrium, 
when  carried  so  far  as  to  produce  a commercial  crisis,  which  is  a 
general  fall  of  prices,  is  usually  through  the  defects  of  the  paper- 
money  and  banking  system,  as  now  conducted,  except  in  England 
and  France;  and  even  in  these  countries  such  crises  occur — more 
especially  in  the  former — not  between  London  and  the  commercial 
world  outside,  but  in  London,  and  more  or  less  throughout  Eng- 
land, through  unproductive  expenditure.  The  Bank  of  England 
can  never  aid  in  causing  such  an  expenditure,  but  helps  to  prevent 
it;  still  its  chief  office  is  to  regulate  the  commerce  of  London 
with  the  commercial  world,  by  keeping  prices  at  the  coin  standard. 

A paper  circulation  will  take  care  of  itself  so  long  as  it  is  con- 
vertible, and  a comparatively  small  reserve  will  keep  it  so,  while 
there  are  no  banks  of  deposit  and  discount.  A steady  fixed 
reserve  is  desirable,  but  the  circulation  can  be  maintained  with 
one  more  or  less  variable.  The  loss  of  reserve  in  the  shape  of 
coin  will  distribute  itself  amongst  private  reserves,  unless  the  varia- 
tion is  large,  and  the  paper  alone  will  circulate,  being  paid  out 
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instead  of  gold  for  the  most  part.  The  total  amount  of  gold  thus 
kept  in  private  hands  always  amounts  to  a large  sum,  and  where 
the  money  is  mostly  gold,  in  any  country,  the  total  will  always  be 
larger  than  where  it  is  paper  money.  The  total  amount  of  gold, 
specie,  notes,  and  deposits,  in  California  is  probably  much  greater 
than  the  total  of  legal-tender  and  bank-notes  and  deposits  would 
be,  had  that  State  adopted  our  inconvertible  currency.  As  a paper 
circulation,  however,  will  always  take  care  of  itself,  and  a coin 
reserve,  up  to  certain  limits,  can  always  be  purchased  by  the  note 
issuer,  he  may  buy  his  reserve  out  of  the  first  issue  of  notes.  If  he 
issues  too  many,  they  will  be  returned  for  coin,  which  will  be 
placed  in  reserve,  or  perhaps  exported.  The  equilibrium  of  prices 
being  thus  maintained,  the  disturbance  arises  through  deposits; 
the  first  step  of  a banker  is  to  use  a portion  of  them  in  discount. 
Every  dollar  thus  used  is  an  expansion  of  the  currency,  and  every 
dollar  paid  back  is  a contraction.  If  the  expansion  is  slight  and 
is  neutralized  by  contraction  within  short  periods  of  sixty  or  ninety 
days,  an  equilibrium  is,  on  the  whole,  maintained;  if  the  contrac- 
tion is  less,  the  expansion  is  carried  over.  If  he  makes  a loan  of 
ten  thousand  dollars,  and  places  proceeds  to  the  credit  of  his  cus- 
tomer, it  is  precisely  the  same  in  effect  as  if  he  had  given  him 
bank-notes.  It  is  a kind  of  clearing,  because  it  is  leaving  the  bank- 
notes in  the  place  to  which  they  will  within  a short  time  be  sent, 
and  it  is  more  convenient  for  the  customer.  If  the  latter  obtains 
the  discount  for  ordinary  purposes,  that  is  to  say,  to  pay  for  pro- 
ductive labor,  or  to  distribute  commodities,  he  draws  currency,  or 
exchanges  his  bank  credit  for  currency,  which,  after  it  has  served 
the  uses  it  was  obtained  for,  is  re-deposited,  and  thus  increases 
deposits  by  that  amount,  making  the  total  of  deposits  the  same  as 
if  the  proceeds  of  the  loan  still  stood  in  the  shape  of  bank  credit. 
Deposits,  and  therefore  the  total  of  money,  are  expanded  and 
made  redundant  by  this  amount,  which  is  unimportant,  if  retired 
shortly  by  the  payment  of  the  customer’s  loan.  If,  however,  he 
has  invested  the  money  unproductively,  viz.:  as  a railroad  con- 
tractor, in  paying  for  labor  in  the  construction  of  a railroad  for 
a railroad  company,  which,  becoming  bankrupt,  bankrupts  him ; or 
if,  in  consequence  of  the  large  number  of  laborers  employed  in  the 
construction  of  railroads,  and  brought  from  other  employments  and 
from  foreign  countries,  the  manufacturers  produce  an  extra  supply 
of  goods,  which  leaves  a surplus,  as  soon  as  the  railroad  labor 
falls  off,  a large  expansion  may  be  produced,  as  happened  in  1857 
in  the  United  States,  when  bankruptcy,  first  of  the  railroad  com- 
panies and  then  of  merchants  and  banks,  followed. 

This  expansion  was  brought  on  by  banks  outside  of  New  York 
city,  with  the  exception  of  the  branch  of  the  Ohio  Life  Insurance 
and  Trust  Company.  The  effect  was  to  compel  the  country  banks, 
or  banks  outside  of  New  York,  to  retire  the  expansion  by  the  use 
of  their  deposits  in  New  York,  and  by  redemption  of  notes.  The 
cause  of  all  the  trouble  was,  building  railroads  ahead  of  other  im- 
provements, to  the  great  immediate  benefit  of  real  estate  owners, 
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at  the  expense  of  bankruptcy  for  the  projectors,  the  banks,  and 
merchants.  Another  result  was  the  inharmonious  development  of 
all  industry.  But  were  the  banks  the  cause  of  all  this  ? By  no 
means.  They  were  potent  auxiliaries,  however,  from  the  start; 
for  had  they  all — not  a part,  but  all  — rigorously  maintained 
from  1855  to  185*7  the  ratio  of  reserve  which  they  had  in  1855, 
where  would  the  currency  to  pay  for  this  labor  have  come  from? 
It  was,  in  fact,  borrowed  out  of  the  reserve;  but  had  it  been 
impossible  to  borrow  from  the  reserve  until  its  ratio  rose  above 
the  starting  point  of  1855,  the  currency  would  have  remained 
in  reserve  until  the  regular  development  of  industry  had  brought 
more  of  the  commercial  world’s  currency — gold,  of  which  more 
than  one-half  would  have  gone  into  the  bank  reserve,  allowing  the 
banks  to  discount,  from  time  to  time,  as  the  ratio  increased. 
There  could  hardly  have  been  a commercial  crisis.  So  far  as 
railroads,  mills  or  ships  had  been  built,  before  they  were  wanted 
—could  the  money  have  been  procured  out  of  the  banks — there 
might  be  a “panic”  and  crisis,  but  not  a commercial  one.  Under 
these  rigorous  conditions  such  a crisis  would  be  as  little  likely  to 
occur  as  in  a country  with  a specie  currency,  although  there  was 
a reserve  of  only  21  per  cent,  to  deposits  and  notes.  A banking 
crisis  might  occur  in  a country  having  banks,  and  for  the  most 
part  a metallic  circulation,  with  reserve  reaching  33  per  cent, 
of  liabilities,  where  the  reserve  had  not  been  kept  steady,  as  hap- 
pened in  France  in  1857.  But  can  the  reserve  be  steadily  main- 
tained in  a multitude  of  banks  by  their  own  joint  action,  and 
even  Government  supervision  ? Certainly  not.  This  is  proved 
monthly  in  London.  Australian  and  other  colonial  ships  arrive 
at  London,  with  raw  produce  to  the  value  of  ^1,000,000,  to  be 
distributed  from  the  commercial  world’s  center.  A loan  out  of 
reserve,  in  the  shape  of  gold,  bank-notes  or  a credit  on  books  of 
joint-stock  banks,  will  pay  for  it.  The  latter  takes  place  because 
the  loan  is  not  only  most  readily , obtained  in  this  way,  but  it  is 
also  most  convenient  in  kind.  Now  this  credit  is,  a right  to  draw 
gold  or  notes  out  of  the  reserve,  and  is  therefore  money,  because 
it  passes  as  such.  If  it  is  not  money,  it  is  because  deposits  are 
not  money,  and  the  credit  will  have  no  more  effect  than  any  other 
credit  in  account.  Mr.  Mill  says  that  what  acts  on  prices  is  credit, 
no  matter  in  what  form;  Mr.  Bonamy  Price,  looking  at  deposits 
from  one  angle  only,  that  the  result  is  simply  a balancing  of  debts. 
Let  us  test  the  accuracy  of  these  opinions  by  the  insulting  phe- 
nomena. If  the  effect  is  to  create  on  the  spot  £ 1,000,000 
in  money  for  the  same  amount  of  goods,  there  is  a redundancy, 
and  it  will  soon  be  retired.  The  immediate  consequence  of  the 
loan  is,  that  the  produce  is  purchased,  and  is  therefore  held  at 
higher  figures,  by  reason  of  payment  being  made,  not  of  cash  on 
hand,  not  out  of  the  common  stock,  but  new  money.  The  price 
of  this  produce  rises,  and  other  things  begin  to  rise,  or  are  held 
more  firmly;  and  if  another  like  purchase  occurs,  it  is  found  prof- 
itable to  send  gold  abroad,  and  gold  is  accordingly  checked  out 
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of  reserve  and  exported.  But  perhaps  there  is  no  gold,  or  not 
enough,  on  deposit,  and  Bank  of  England  notes  are  checked  out  on 
a loan,  to  be  used,  not  as  circulation,  but  as  vouchers  to  draw  gold 
from  the  Issue  Department  of  the  Bank  of  England,  and  the  gold  is 
sent  abroad.  Still  the  redundancy  is  not  retired,  and  if  the  export 
continues,  and  loans  are  still  made  after  the  s&me  fashion,  there 
is  no  method  of  retiring  it,  and  it  may  continue  until  a “ crisis  ” or 
“ panic  ” forces  sales.  If  gold  is  checked  out  directly  and  exported, 
and  in  the  meantime  goods  are  sold  to  the  amount  of  j£if 000,000, 
the  redundancy  is  immediately  retired;  but  if  not,  a crisis  may  be 
the  result,  hnless  the  Bank  of  England,  before  the  time  comes  for 
the  “ crisis  ” to  develop  itself,  can  succeed  in  retiring  the  redun- 
dancy in  time,  by  raising  the  rate  of  interest  and  forcing  sales. 
The  power  of  the  Bank  to  accomplish  this  is  gradually  decreas- 
ing, because  its  capital  has  not  increased,  while  that  of  the  other 
banks  has  largely  increased.  The  machine  is  larger,  while  the  reg- 
ulator or  governor  remains  the  same. 

London  being  the  world’s  commercial  center,  vast  transactions 
there  take  place  without  bank-notes,  as  above  shown;  but  so  far 
as  respects  bank  loans  made  in  London  for  purposes  of  home 
trade,  every  loan  resulting  in  bank  credit  puts  in  circulation  an  equal 
amount  of  gold  and  bank-notes,  which,  when  they  have  performed 
their  office,  retire  into  bank  reserves,  precisely  as  gold  taken  from 
any  one  reserve  finally  returns  to  it,  where  there  are  no  banks. 
The  bank  merely  economizes  gold ; if  gold  is  not  drawn,  it  is  sim- 
ply to  save  carrying  and  keeping  it.  The  phenomena  are  sub- 
stantially the  same : the  complicated  machinery  of  banking  obscures 
them.  But  how  much  reserve  is  necessary?  Certainly  more  than 
three  per  cent.  The  London  banks  require  no  currency  to  trans- 
act outside  business  until  gold  is  called  for  to  send  abroad,  and, 
therefore,  Sir  John  Lubbock’s  analysis  does  not  show  the  size  of 
the  streams  of  the  incoming  and  outgoing  currency  required  for 
home  purposes.  Another  analysis  must  be  made.  It  would  be 
desirable  to  ascertain  the  ratio  for  the  United  States  by  reports 
from  all  the  banks.  A reserve  of  20  per  cent.,  rigidly  adhered  to, 
would  be  better  than  15,  simply  because  it  would  be  easier  to 
keep  it  steady.  A reserve  of  ten  per  cent,  might  answer,  but  it 
would  be  attended  with  greater  danger. 

( To  be  concluded  in  next  number . ) 


U.  S.  Supreme  Court  Decisions— Virginia  Currency. — Fritz  vs.  Stover, 
executor.  Appeal  from  the  Circuit  Court  for  Virginia. — The  war  having  ren- 
dered the  currency  of  Virginia  of  no  value  in  Pennsylvania,  there  was  no 
authority  in  an  agent  appointed  in  Virginia  in  April,  1061,  and  living  in  Vir- 

finia  during  the  war,  to  take  the  Virginia  currency  in  discharge  of  a debt 
ue  his  principal,  a citizen  of  Pennsylvania.  If  it  were  otherwise,  every 
Northern  creditor  of  Southern  men  was  at  the  mercy  of  the  agent  he  had 
employed  before  the  war,  and  his  condition  was  a hard  one,  being  prevented 
from  holding  intercourse  with  his  agent  for  the  purpose  of  changing  his  instruc- 
tions, the  original  instructions  not  being  applicable  to  a state  of  war.  Mr. 
Justice  Davis  delivered  the  opinion. 
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OUR  FINANCIAL  SITUATION— THE  ONLY  REMEDY. 

BY  ROBERT  MORRIS. 

No.  6. 

It  seems  highly  probable  that  a substitute  must  bef  sought,  and 
at  a not  very  distant  day,  for  the  National  Bank  system.  It  does 
not  appear  to  meet  the  wants  of  the  country.  In  fact,  it  is  not 
the  system  that  Mr.  Chase  originally  marked  out,  but  a perversion 
of  it.  In  his  report  to  Congress  in  the  year  1862,  after  giving  a 
general  sketch  of  the  new  plan,  he  said: 

“ The  recommendations  now  submitted  are  prompted  by  no  favor 
to  excessive  issues  of  any  description  of  credit  money.  * • 

The  Secretary  recommends  no  mere  paper-money  scheme,  but, 
on  the  contrary,  a series  of  measures  looking  to  a safe  and  grad- 
ual return  to  gold  and  silver  as  the  only  permanent  basis,  stand- 
ard, and  measure  of  values  recognized  by  the  Constitution  — 
between  which  and  an  irredeemable  paper  currency,  as  he  believes, 
the  choice  is  now  to  be  made.  Just  as  soon  as  victory  shall 
restore  peace,  the  ample  revenue  already  secured  by  wise  legisla- 
tion will  enable  the  Government,  through  advantageous  purchases 
of  specie,  to  replace  at  once  large  amounts,  and  at  no  distant  day 
the  whole  of  the  paper  circulation  by  coin  * * with  great  and 

manifest  benefit  to  all  interests.” 

Although  Mr.  Chase  did  not  recommend  any  “mere  paper- 
money  scheme,”  the  National  Bank  scheme  has  come  to  be 
that,  and  nothing  else.  Nor  is  it  easy  to  see  what  else  it  could 
have  grown  into,  considering  the  seductive  temptations  which  sur- 
round the  pursuit  of  riches.  The  reign  of  paper  money  has  never 
been  so  firmly  rooted  in  the  interests  of  the  country  as  it  is  at 
this  day.  It  is  the  established  measure  of  value.  The  fact  that 
there  is  no  authority  for  its  issue  in  the  Constitution  has  ceased 
to  be  a subject  of  any  concern  with  our  legislators.  The  whole 
body  of  the  people  is  reconciled  to  it  in  spite  of  its  violation  of 
the  Constitution.  And  when  we  remember  that  the  “scheme,”  as 
Mr.  Chase  significantly  characterizes  it  by  implication,  has  paid 
regular  dividends  of  five  per  cent  every  six  months,  and  while  so 
doing  has  accumulated  a surplus  capital  of  over  twenty-five  per 
cent,  in  the  short  space  of  twelve  years,  we  may  cease  to  be  sur- 
prised that  its  proprietors  hold  on  to  it  with  an  iron  grip.  It  has 
gained  the  favor  of  the  rich  by  the  fabulous  profits  which  it  has 
showered  into  their  laps,  and  that  of  the  poor  by  the  deceptive 
duplication  of  their  wages.  With  the  working  millions  of  the  South 
it  is  the  sign  of  liberation  from  slavery.  Even  the  intelligent  and 
educated  traveler,  who  is  not  a stockholder  in  it,  makes  himself 
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happy  with  the  fiction  that  he  saves  one  or  two  per  cent,  discount 
on  an  accidental  occasion  once  a year,  when  he  journeys  from  New 
York  to  Chicago,  totally  oblivious  of  the  ten  or  twenty  per  cent 
that  it  costs  him  on  the  whole  expenditure  of  his  family  in  the 
shape  of  premium  on  gold!  Nearly  a third  part  of  the  people  of 
the  United  States  who  handle  “greenbacks”  to-day  are  uncon- 
scious that  the  gold  and  silver  medium  ever  had  an  existence, 
and  with  a large  proportion  of  the  other  part  the  memory  of  it 
resembles  more  the  shadows  of  a dream  than  a concrete  reality. 

But  casting  aside  these  lighter  considerations,  is  there  no  ground 
to  apprehend  that  the  licentious  influences  of  a legalized  counterfeit 
currency  may  carry  its  pretensions  so  far  as  to  demand  of  Con- 
gress, what  in  fact  is  already  foreshadowed,  that  the  national  stand- 
ard of  value  shall  be  and  consist  permanently  of  paper  money, 
and  that  gold  shall  be  banished  from  the  financial  system?  It  is 
a proposition  of  moral  certainty  that  this  perilous  issue  advances 
upon  us  in  the  exact  degree  of  our  procrastination  of  direct  meas- 
ures for  the  resumption  of  specie  payments!  The  late  action  of 
Congress  in  designating  the  first  of  January,  1879,  as  the  day 
when  the  legal-tender  issues  of  the  Government  shall  be  replaced 
by  coin,  is  looked  upon  in  all  banking  circles  as  nothing  more 
than  a diverting  example  of  what  is  popularly  described  as  “bun- 
kum.” That  it  is  so  is  rather  creditable  than  otherwise  to  their 
intelligence,  in  view  of  the  irrevocable  fact  that  it  is  commerce, 
and  commerce  alone,  that  determines  the  level  of  gold  in  any 
country.  Unfortunately,  Congress  has  not  the  power  by  a wordy 
edict  to  increase  our  production  and  exports,  and  therefore  we  may 
confidently  look  for  nothing  else  than  the  reflux  of  the  precious 
metals  to  our  great  financial  mistress,  England,  as  rapidly  as  our 
Treasury  may  succeed  in  pumping  up  their  level  to  the  specie- 
paying point!  There  is  no  other  possible  issue  to  the  scheme  of 
Messrs.  Sherman,  Bristow  & Co.  within  the  code  of  Nature's  laws. 

It  is  not  only  our  material  or  economical  success  that  is  at 
stake  in  this  great  pending  issue,  but  our  moral  nationality — our 
moral  rectitude  and  power  of  coherence  as  a people.  With  such 
an  element  of  corruption  at  the  base  of  our  affairs,  enveloping  our 
daily  life,  infusing  itself  in  every  fiber  of  our  national  and  spiritual 
organization,  our  march  of  social  development  must  be  backward 
toward  a state  of  chaos  and  dissolution,  instead  of  forward  in  the 
career  of  enlightened  progress. 

I present  the  plan  of  a National  Bank,  therefore,  as  the  chief 
corner-stone  of  a general  reorganization  of  our  National  life.  Let 
it  be  constituted  the  fiscal  agent  of  the  Government,  and  the  per- 
petual stream  of  gold  that  comes  to  us  through  the  customs  will 
give  it  the  means  of  maintaining  its  own  issues  at  the  par  of  specie, 
and  it  may  at  the  same  time  be  made  the  instrument  of  retiring 
the  mass  of  paper  circulation,  and  gradually  substituting  a sound 
convertible  medium  in  its  place.  It  would  be  no  more  than  just 
— no  more  than  returning  to  the  people  their  oiun — to  make  the 
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surplus  fund  of  the  National  Bank  system,  which  has  been  gathered 
from  the  people , pay  the  cost  of  restoring  our  currency  to  a sound 
condition.  But  it  is  by  no  means  a foregone  matter  that  any  loss 
would  be  inflicted  on  the  stockholders  of  the  system.  On  the 
contrary,  it  is  at  least  as  likely  that  the  conversion  of  their  capital 
into  the  capital  of  a National  Bank,  would  save  them  from  a final 
loss,  which  is  sure  to  come  sooner  or  later,  and  to  be  the  greater 
the  longer  the  conversion  is  deferred. 

I do  not  doubt  that  the  proposition  to  establish  a bank  with  a 
capital  of  five  hundred  million  dollars  may  appear  to  many  very 
extravagant.  But  we  have  no  choice  as  to  the  amount  of  capital. 
That  is  already  fixed,  already  incorporated,  already  in  active  em- 
ployment, as  the  unexampled  profits  of  the  system  demonstrate. 
It  is  conversion  only  that  we  propose,  not  enlargement  of  our 
present  banking  capital,  for  which  there  is  certainly  no  necessity. 
Nor  is  it  at  all  probable  that  the  new  institution  would  be  un- 
wieldy, divided  into  thirty  or  forty  branches,  as  it  would  be,  for 
the  proper  service  of  our  rapidly  growing,  and  yet  undeveloped, 
country.  In  any  event,  it  would  be  a more  manageable  mass  un- 
der the  experienced  hands  of  a Board  of  Direction  of  fifty  or  one 
hundred  responsible  men,  than  under  the  control  of  forty  or  sixty 
thousand  random  managers  whose  first  idea  is  not  the  nation  at 
large , but  self. 


FINANCIAL  ENGINEERING  AT  HOME  AND  ABROAD. 

No.  i. 

In  the  great  sandy  plains  which  stretch  between  the  Rocky 
Mountains  and  the  Sierra  Nevada,  the  irrepressible  enterprise  of 
American  engineers  has  projected  and  partly  established  a grand 
system  of  irrigation  by  which  supplies  of  water  can  be  brought 
in  canals  from  distant  rivers  and  distributed  as  a means  of  culture. 
In  this  beneficent  system  of  canals  and  reservoirs,  giving  fertility 
to  whatever  connects  itself  with  them,  we  see  a counterpart  of 
the  money  market.  The  money  market  is  a vast  reservoir  of 
floating  capital,  and  its  fertilizing  powers  reach  to  every  part  of 
the  country,  causing  activity  and  developing  growth  wherever  its 
plenteous  streams  are  carried.  One  of  the  characteristics  of  the  age 
in  which  we  live  is  the  amazing  accumulation  and  rapid  increase 
of  monetary  capital.  The  aggregate  savings  of  England,  Ger- 
many, France,  and  the  United  States,  pour  into  this  monetary 
reservoir  more  than  a thousand  millions  of  dollars  every  year. 
These  new  additions  to  the  floating  capital  of  the  world  have  to 
find  investment,  and  the  process  by  which  the  streams  of  capital 
are  reached  and  turned  on  from  the  great  reservoir  so  as  to  supply 
the  competing  applicants  for  it,  is  called  “financial  engineering.” 

These  competing  outlets  for  the  available  capital  which  is  await- 
ing investment  in  the  money  market  are  very  numerous,  and  their 
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claims  are  of  the  widest  possible  degrees  of  merit.  It  is  not  there- 
fore surprising  that  the  process  of  financial  engineering  has  been 
brought  to  a considerable  pitch  of  perfection ; first,  because  the 
rewards  of  success  are  sometimes  very  large,  and  secondly,  because 
the  keenest  and  most  astute  minds  in  the  community  are  by  this 
and  other  circumstances  attracted  toward  this  employment.  More- 
over, it  has  been  found  that  the  rewards  of  success  were  often  in 
the  inverse  ratio  of  the  merit  of  the  enterprises,  and  unscrupulous 
financiers  have  been  tempted  to  depend  rather  on  their  own  adroit- 
ness than  on  the  substantial  value  of  the  securities  they  offered  to 
the  public.  There  are  thus  two  great  departments  of  financial 
engineering,  and  here,  as  elsewhere,  Adam  Smith’s  great  principle 
of  the  division  of  employments  has  exhibited  itself.  In  Eng- 
land the  gentlemen  whom  we  designate  financial  engineers  are 
often  styled  “promoters,”  in  France  they  are  said  to  practice  “ la 
haute  Finance ,”  while  here  they  have  no  specific  name,  but  are  lost 
in  the  general  crowd  of  speculators,  capitalists,  operators  and  advent- 
urers who  abound  in  Wall  street  and  in  other  chief  financial  cen- 
ters. Perhaps  the  best  description  of  one  of  the  peculiar  functions 
of  the  lower  class  of  financial  engineers  was  given  some  years  ago 
by  Mr.  Jay  Gould  during  the  great  Erie  contest  in  1868,  when 
he  first  claimed  prominence  in  the  front  rank  of  our  railroad  mag- 
nates. Defending  the  issue  of  Erie  shares  which  was  made  by 
Gould  and  his  friends  to  defeat  Vanderbilt  and  to  prevent  his  getting 
possession  of  the  Erie  railway,  one  of  Mr.  Gould’s  intimate  friends 
said  substantially  this:  “Wall  street  will  operate  in  shares;  and 

material  for  such  operations  will  be  supplied  by  somebody.  Erie 
shares  are  greedily  welcomed  by  the  gymnasts  of  the  Stock  Ex- 
change here  and  in  London.  Such  securities  can  be  manufactured 
at  the  trifling  cost  of  paper  and  printing,  and  the  Erie  Company, 
wanting  money,  determined,  on  an  emergency,  and  to  defeat  the 
great  Vanderbilt  monopoly,  to  raise  money  by  supplying  this  great 
pressing  demand  for  Erie  shares  for  the  use  of  those  who  wanted 
them  for  use  as  a foot-ball  in  Wall  street  and  Capel  Court.” 

Now  this  is  one  of  the  best  descriptions  we  remember  of  the 
peculiarity  of  this  class  of  professional  men.  They  operate  in 
cliques  and  supply  material  for  speculators  in  the  shape  of  securities ; 
whether  sound  or  unsound  is  not  the  question,  provided  only  the 
securities  will  sell  so  as  to  leave  a profit  to  the  clique  who  man- 
ufacture and  vend  them.  Of  course  this  frank  and  graphic  sketch 
of  the  work  of  a financial  engineer  applies  only  to  the  most  dis- 
reputable class,  and  it  is  gratifying  to  find  that  Mr.  Jay  Gould, 
and  many  other  men  formerly  ranked,  justly  or  unjustly,  in  this 
class,  have  been  taking  special  pains  for  some  time  past  to  remove 
from  their  reputation  any  such  reproach. 

Our  purpose  in  the  series  of  papers  of  which  this  is  the  first,  is 
not  so  much  to  select  any  particular  schemes  for  reprobation  as  to 
illustrate  the  advantages  and  evils  by  which  the  great  processes  of 
financial  engineering  here  and  abroad  have  been  distinguished.  The 
following  paper,  as  we  explain  in  a note,  is  from  an  English  source, 
and  might  be  called  the  “ Confessions  of  a Financial  Engineer  ” : 
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Some  important  business  obliged  me,  not  long  ago,  to  reside  for 
a time  at  a French  sea-port,  which  I shall  call  Dockville.*  When 
Paterfamilias  is  traveling  alone,  and  when  his  sojourn  at  the  place 
he  is  stopping  at  may  any  day  be  brought  to  an  end,  it  is  hardly 
worth  while  to  engage  lodgings  or  apartments,  and  so  I contrived, 
day  after  day  and  week  after  week,  to  live  at  the  hotel  to  which 
I had  first  gone  from  the  railway  station.  I was  not  very  uncom- 
fortable, less  so,  indeed,  than  generally  falls  to  the  lot  of  those 
who,  having  to  come  to  a town  at  which  they  expected  to  remain 
a fortnight  at  the  utmost,  have  been  detained  for  nearly  two 
months.  Indeed,  my  prolonged  stay  at  the  “ Hotel  Imperial  ’r 
rather  increased  my  comforts  than  otherwise.  I made  it  a rule  to 
pay  my  bill  for  the  past  week  every  Monday  morning,  notwith- 
standing the  protests  of  the  head  of  the  establishment  that  Monsieur 
(myself)  would  not  mind  such  a trifle,  that  when  I went  away 
(which  he  hoped  would  not  be  for  a ‘ long  time  yet)  would  be 
quite  soon  enough  for  Monsieur  to  give  himself  the  trouble,  and 
so  forth.  But  I could  see  that,  in  spite  of  his  declarations  to  the 
contrary,  my  worthy  host  rather  rejoiced  than  otherwise  at  my 
punctual  payments,  and  that  my  “respectability”  in  his  eyes  was 
greatly  increased  thereby. 

It  is  a.  curious  fact  that,  notwithstanding  his  great  volubility  and 
seeming  openness  of  character,  a Frenchman  requires  a much 
longer  acquaintance  than  an  American  or  an  Englishman  before  he 
becomes  communicative  respecting  his  own  affairs.  The  popular 
notion  respecting  the  two  countries  is  exactly  the  reverse  of  this. 
But  an  experience,  extending  over  many  years,  with  our  neighbors 
across  the  Channel,  has  taught  me  that  they,  beyond  all  things, 
are  cautious  and  silent  respecting  money  and  business  matters ; 
whereas,  with  our  own  countrymen,  it  is  generally  the  first  subject 
on  which  A asks  B’s  advice  after  they  have  been  introduced  to 
each  other.  However,  it  is  quite  possible  to  thaw  a Frenchman's 
tongue  even  on  personal  monetary  questions;  and  when  this  is 
once  done,  he  goes  to  the  opposite  extreme,  and  turns  you  into  a 
sort  of  secular  father-confessor,  to  whom  he  is  at  all  times  running 
for  advice  and  assistance  in  his  troubles.  Such  it  was  my  fate 
to  become  with  my  landlord,  M.  Jean  Bartot,  who  kept  the  “Hotel 
Imperial”  at  Dockville,  but  whose  energy  panted  to  find  vent  in 
some  establishment  of  much  greater  magnitude. 

Monsieur  Bartot  had  been  beating  about  the  bush  for  three  or 
four  days,  when  one  evening,  as  the  dessert  was  being  put  on  the 
table  d'hote,  the  waiter  opened  and  placed  by  my  side  a bottle  of 
Veuve  Cliquot’s  champagne.  Not  having  ordered  the  wine,  and 
not  caring  to  add  seven  francs  to  my  already  too  high  hotel  bill, 
I told  the  man  he  must  have  made  a mistake,  and  requested  him 
to  take  it  away.  But  he  whispered  in  my  ear  that  this  was  a 

* The  law  of  libel  is  so  strict  in  England  that  the  public  press  is  obliged  to  be  dfctrcmely  careful 
in  all  its  revelations  as  to  the  financial  rascalities  which  are,  from  time  to  time,  brought  to  public 
notice.  In  the  excitement  which  attended  the  financial  crisis  of  1866,  more  license  than  usual 
was  indulged.  Among  the.  literature  of  that  period,  a “ financial  engineer  *’  wrote  the  following 
narrative  of  facts,  very  slightly  disguised.  When  the  history  is  written  of  the  Big  Bouauxa 
excitement  in  San  Francisco,  we  shall  have  not  a few  incidents  on  record  of  quite  as  mon- 
strous a character. 
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compliment  from  Monsieur  Bartot,  who  begged  that  I would  honor 
him  by  drinking  the  bottle,  and  passing  my  opinion  upon  it;  and 
at  the  same  moment  the  waiter  slipped  into  my  hand  my  note  des 
inn  for  the  day  (for  it  was  the  custom  of  the  house  either  to  settle 
the  wine  bill  or  initial  it  every  evening,  so  as  to  prevent  mistakes), 
in  which,  sure  enough,  the  bottle  of  champagne  was  not  included. 
I then  felt  certain  that  the  wine  was  meant  as  k sort  of  retaining 
fee  for  services  to  be  done  at  some  future  time,  but  I could  not 
resist  the  temptation — champagne,  if  good,  being  a weakness  of 
mine  which  I have  yet  to  overcome.  Moreover,  I thought  it 
would  seem  most  ungracious  to  refuse  what  the  poor  fellow  evi- 
dently meant  as  a civility ; and  therefore,  there  being  but  two  other 
guests  at  the  table,  and  both  being  about  to  take  their  departure, 
I begged  the  waiter  to  request  that  Monsieur  Bartot  would  favor 
me  with  the  pleasure  of  his  company,  so  that  we  might  discuss 
the  quality  of  the  Cliquot  together. 

My  host  came,  and,  like  every  Frenchman  I ever  saw,  took  his 
chair,  drank  his  wine,  and  conversed  with  me  on  general  topics, 
with  a tact  rarely  to  be  met  with  amongst  men  of  any  other  coun- 
try. By  degrees — still  with  infinite  tact  and  much  gentlemanly 
feeling — he  commenced  to  pump  me  as  to  what  were  my  occupa- 
tions in  ce  magnifique  Londres , a town,  understand  you,  which  he 
had  never  seen,  but  which  he  hoped  to  behold  some  fine  day 
before  dying.  Was  Monsieur  dans  Us  affaires — in  business  ? Per- 
haps Monsieur  occupied  himself  with  “ la  Finance ,”  may  be  “ la 
haute  finance  ?”  To  both  of  these  last  queries — rather  from  a 
spirit  of  lazy  indolence,  which  disliked  the  idea  of  explaining 
matters  to  him,  than  from  the  slightest  wish  to  deceive  the  man — 
I returned  an  affirmative  answer. 

Monsieur  Bartot  appeared  delighted  when  he  found  that  I 
belonged  to  “ la  haute  finance  ” — although  myself  quite  ignorant  as 
to  what  that  may  be— -he  appeared  delighted,  and  said  he  * had 
M une  affaire ,”  a piece  of  business,  which  would  suit  me  admirably, 
and  of  which  he  would  speak  on  the  morrow.  In  the  meantime, 
he  insisted  upon  carrying  me  off  to  a caf<6,  where  he  had  delicious 
ices — Dockville  is  a very  hot  place  at  midsummer — then  to  the 
opera,  where  nothing  would  serve  him  but  he  would  pay  for 
two  stalls,  as  he  had  previously  for  the  ices ; then  to  some  iced 
drink  at  another  caf6;  and,  lastly,  home,  where  he  insisted  upon 
my  eating,  by  way  of  supper,  some  cold  chicken-pie,  and  drinking 
another  bottle  of  Cliquot.  I was  so  astounded  at  my  host’s  lib- 
erality, that  I did  not  attempt  to  work  out  the  problem  as  to  what 
had  caused  such  wonderful  generosity,  and  left  the  matter  to  dis- 
cover itself  next  morning,  when  Monsieur  Bartot  should  further 
develop  his  plans  to  me. 

The  following  day — as,  indeed,  I half  expected — brought  me 
letters  from  London,  saying  that  the  business  which  had  taken  me 
to  Dockville  could  not  be  carried  out  for  the  present,  and  I was 
therefore  at  liberty  to  return  to  England  whenever  it  suited  me 
to  move  northward.  As  soon  as  I could  see  Monsieur  Bartot, 
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I communicated  the  contents  of  my  letters  to  him,  and  wished 
to  know  whether  I could  be  of  any  service  to  him,  in  either 
the  capital  of  France  or  England,  as,  on  the  following  day,  I 
proposed  taking  my  departure  from  Dockville  for  both  these 
cities.  But  my  host  had  other  views  for  me,  and  after  a great 
deal  of  useless  contending  with  him,  I gave  in,  and  agreed  to 
devote  three  days  to  him  and  his  projected  schemes — he  not 
merely  agreeing,  but  proposing  and  insisting,  upon  paying  all  my 
expenses  during  the  time  I spent,  so  to  speak,  in  his  ser- 
vice. The  same  evening  saw  us  on  the  railway,  en  route  to 
Placet,  a fishing  hamlet  on  the  coast,  about  twelve  miles  from 
Dockville.  We  slept  at  a small  inn  there,  and  the  next  morn- 
ing Monsieur  Bartot  unfolded  to  me  his  magnificent  schemes. 

There  was  in  that  part  of  France — as  he  informed  me,  and 
proved  entirely  to  his  own  satisfaction  in  figures  which  I could 
not  follow — a great  want  of  accommodation  for  sea-bathing.  “In 
the  days  we  live  in — these  days  of  a civilization  so  magnificent 
that  the  world  has  never  beheld  its  like,”  said  Monsieur  Bartot, 
who  loved  to  use  long  and  well-rounded  sentences — “no  lady  can 
do  without  a month  or  six  weeks  of  ies  bains  de  mers.  Now  there 
are,”  said  he,  referring  again  to  his  long  tabular  statements,  “so 
many  thousand  ladies  in  this  and  the  neighboring  departments 
alone,  whereas  there  are  but  apartments,  furnished  houses,  hotels, 
and  die  like — but  lodging  room  in  short — for  a tenth  of  that  num- 
ber. My  scheme,  therefore,  is  to  buy  up  the  whole  of  this  village 
of  Placet,  pull  down  the  wretched  houses,  and  build  a magnificent 
hotel,  which  will  accommodate  so  many  thousand  families  during 
the  bathing  season.”  What  all  his  scheme  consisted  of,  I cannot  at 
present  call  to  mind,  but  I recollect  that  there  were  to  be  splen- 
did ball-rooms,  concert-ropms,  rooms  for  “conversation,”  rooms 
for  “ le  wist,”  betting- rooms,  a race -ground,  a steeple-chase 
groutid,  a riding-school,  and,  in  short,  everything  that  could  pos- 
sibly be  wanted  for  the  amusement  or  “distraction”  of  the  ten 
thousand  visitors  who  would,  no  doubt,  resort  to  Placet  when- 
ever it  should  be  entirely  pulled  down,  altogether  rebuilt,  then 
re-arranged,  and  all  put  into  order.  I asked  my  friend  Bartot  who 
was  to  pay  for  this  village,  these  buildings,  these  changings,  and 
what  might  be  the  probable  amount  of  the  little  sum  required? 
“ Moi,  Monsieur,  c'est  moi  qui  suis  V entrepreneur  ” said  he,  dancing 
with  delight,  and  slapping  his  chest  with  his  open  palm.  “ I am 
the  projector  of  this,  and  it  will  cost  in  round  figures,  say  six 
millions  of  francs  ($  1,200,000),  not  a sou  more.”  I began  to  won- 
der how  it  was  that  a man,  with  such  a fund  of  wealth  at  com- 
mand, could  have  hitherto  wasted  his  time  in  acting  as  host  of 
the  “Hotel  Imperial.”  But  Monsieur  Bartot  soon  undeceived  me. 
It  appeared  that  the  prosperity  of  his  scheme  turned  mainly  upon 
his  obtaining  a loan  with  which  to  purchase  the  village,  pull  down 
the  houses,  build  up  new  habitations,  construct  baths,  saloons,  and 
what  not.  In  short,  that  the  magnificent  plan  was  his,  but  the 
wherewith  to  carry  it  out  had  yet  to  be  found. 
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Not  that  Bartot  was  at  all  undecided  how  he  was  to  act,  or 
where  to  apply  for  the  requisite  funds.  On  the  contrary,  he  had 
settled  all  this  long  ago  in  his  own  mind.  He  had  heard  of  those 
famous  and  excellent  companies  of  finance — “ la  haute  finance”  as 
he  persisted  in  calling  all  connected  with  money-lending  on  a large 
scale— of  London,  and  he  seemed  quite  convinced,  that  if  he  could 
only  get  introduced  to  one  of  them — that  is,  to  .the  manager  of 
such  a concern — his  business  would  be  settled  off  hand.  This, 
then,  was  what  he  wanted  me  to  do  for  him,  to  give  him  a letter 
to  one  of  those  “ gentlemans  ” of  la  haute  finance , who  would  take 
up  the  matter,  and  send  him  back  to  Dockville  rejoicing,  with  six' 
millions  of  francs  in  his  pocket 

After  hearing  him  out,  I was  under  the  conviction  that  the 
unfortunate  innkeeper  would  never  be  able  to  obtain  the  amount 
of  assistance  he  required,  if  only  from  the  fact  that  he  had  really 
no  security  whatever  to  offer  for  the  loan.  What  he  proposed 
seemed  to  me  like  building  a house  with  money,  which  was  bor- 
rowed by  a mortgage  on  the  edifice  that  had  yet  to  be  constructed. 

However,  he  was  so  bent  upon  going  to  London,  to  see  what 
he  could  do,  that  I determined  to  give  him  a letter  of  introduc- 
tion to  the  general  manager  of  a finance  company,  which  took  up 
business  abroad  as  well  as  at  home.  We  traveled  as  far  as  Pans 
together,  but  as  I there  received  letters  which  obliged  me  to  go 
to  Vienna,  Bartot  continued  his  journey  alone,  giving  me  before 
starting  an  address  in  “ Leestaar  Squar,”  where  I should  be  sure 
to  hear  of  him.  But  as  I was  detained  ten  days  in  Vienna,  and 
then  had  to  return  to  Paris,  and  on  arriving  in  London  had  many 
things  to  attend  to,  nearly  a month  had  elapsed  before  I looked 
up  my  former  host.  I fully  expected  that  he  would  by  this  time 
have  either  left  London  in  disgust  or  be  exceedingly  downcast  at 
the  utter  failure  of  his  very  visionary  plans.  But  to  my  great  sur- 
prise, I found  him  radiant  with  delight,  as  all  Frenchmen  are 
when  they  feel  likely  to  prosper  in  money  matters.  His  scheme 
had  been  taken  up;  a gentleman  connected  with  the  finance  com- 
pany had  already  been  over  to  visit  Placet,  and  had  reported  most 
favorably  upon  it.  Most  wonderful  of  all,  the  finance  company 
was  quite  ready  to  advance,  in  acceptances  of  course,  the  sum 
required  for  purchasing  the  village,  taking  as  security  a mortgage 
on  the  whole  property,  provided  Bartot  could  get  any  one  to 
undertake  that  the  money  with  which  to  erect  all  the  new  build- 
ings should  be  forthcoming  when  wanted.  This  had  at  first  been 
done  by  a French  Credit  Company,  and  the  negotiations  had 
ended  by  the  two  establishments  joining  together  in  the  specula- 
tion, and  each  advancing  in  acceptances  jQ  120,000,  or  three  mill- 
ions of  francs.  These  bills,  being  drawn  by  what  was  reputed  to 
be  a sound  financial  company  in  England,  and  accepted  by  a simi- 
lar establishment  in  France,  would  be  no  doubt  negotiable  without 
much  difficulty,  and  the  whole  affair  could  therefore  be  commenced 
upon  at  once. 
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At  first,  I thought  that  Bartot  had  taken  leave  of  his  senses,  and 
that  he  was  inventing  for  my  amusement  ,a  tale,  not  as  to  how 
things  really  were,  but  as  to  how  he  wished  them  to  be.  But 
after  an  interview  with  the  manager  of  the  finance  company,  I 
found  that  he  had  merely  related  the  actual  arrangements,  so  far 
as  they  had  gone.  Moreover,  the  manager  appeared  quite  delighted 
with  the  business.  “Excellent  security!  Whole  village  on  French 
coast!  Become  a French  Brighton!  Capital  investment!”  and 
similar  anthems  of  praise  he  kept  sounding  in  my  ear  during  the 
twenty  minutes  I remained  in  his  office;  but  of  actual  details  as 
to  how  the  monetary  part  of  the  business  was  to  be  arranged,  he 
did  not  vouchsafe  any  explanation,  and  I of  course  asked  no 
questions  respecting  what  there  was  evidently  no  wish  to  afford 
me  information. 

Bartot,  who  came  to  see  me  almost  every  day  at  my  office  in 
the  city,  was  more  communicative.  He  knew  but  little  as  to  how 
the  grand  scheme  was  to  be  carried  out,  beyond  that  he  was  to  be 
“Directeur”  of  the  “Grand  Hotel  Imperial  de  Placet,”  as  also  of 
the  sea-bathing  establishment,  the  fresh-water  baths,  the  grand 
ball-rooms,  and  what  not  He  was  to  have  a salary  of  25,000 
francs  ($5,000)  a year  for  five  years,  and  if  by  that  time  the 
undertaking  had  paid  off  two-thirds  of  the  debt  it  owed  to  the 
finance  company,  he  was  to  have  the  whole  concern  in  his  own 
hands,  and  to  pay  off  the  balance  by  degrees  in  a given  time.  He 
brought  me  in  great  triumph  one  day  a French  paper,  in  which 
was  advertised,  in  the  usual  immense  letters  used  on  such  occa- 
sions by  our  neighbors,  the  scheme  of  a joint-stock  company  for 
the  formation  of  this  wonderful  bathing  village  called  Placet,  with 
its  “Grand  Hotel  Imperial,”  and  all  the  rest  of  it.  The  number 
of  shares  was  something  fabulous,  but  the  amount  to  be  paid  for 
each  was  not  much — only  100  francs,  or  four  pounds,  a fourth  of 
which  had  to  be  forthcoming  on  application,  and  similar  sums  in 
two,  three,  and  four  months,  respectively.  It  was  further  stated 
that  a speedy  application  (at  the  office  of  the  French  Finance 
Company,  in  Paris)  was  absolutely  necessary,  “ the  greater  number 
of  shares  having  already  been  applied  for  in  England.”  “There,” 
said  Bartot,  as  he  slapped  the  paper  with  exultation,  “you  see  that! 
Your  excellent  fellow-countrymen  are  clever  fellows;  they  are  no 
fools.  They  see  at  once  the  enormous  advantages  and  the  great 
profit  that  must  arise  from  a bathing  establishment  like  Placet,  if 
conducted  on  a large  scale.  They  have  been  wise,  as  you  see, 
and  have  applied  for  shares  in  time.”  Poor  Bartot!  He,  like  the 
old  Scotch  woman,  evidently  believed  all  that  he  saw  in  print 
But  unfortunately  for  my  powers  of  credence — always  very  limited 
where  companies’  prospectuses  are  concerned — I had  that  very 
morning  read  an  advertisement  in  the  Times , in  which  the  won- 
ders and  excellences  of  Placet  were  all  described,  and  in  which 
people  were  advised  to  apply  for  shares  at  once,  as  the  greater 
number  of  those  which  were  disposable  had  been  already  applied 
for  in  France . I did  not  tell  Bartot  of  my  discovery,  for  it  would 
have  been  cruel  to  undeceive  him.  Moreover,  as  he  had  sunk 
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no  money  in  the  concern,  it  could  have  done  him  no  good  to 
l>e  told  what  he  did  not  know,  and  what  would  certainly  make 
him  most  unhappy.  A Tew  days  later,  he  came  to  inform  me 
that  he  was  to  leave  London  for  Placet  the  following  week,  in 
order  to  superintend  the  arrangements  and  building  of  the  “ Grand 
Hotel  Imperial;”  that  his  salary  was  to  commence  forthwith,  and 
that  the  finance  company  had  made  him  a present  of  fifty  paid- 
up  shares  in  the  undertaking,  of  which  he  wanted  very  much  to 
■give  me  half,  and,  on  my  declining,  insisted  upon  treating  me  to 
a dinner  and  a stall  at  the  Italian  opera  for  the  next  evening. 
I never  saw  any  one  whose  gratitude  was  greater  than  that  of 
poor  Bartot  for  the  introduction  I had  given  him  to  the  finance 
company’s  manager.  He  declared  that  I had  been  the  making 
of  himself,  his  family,  and  all  that  belonged  to  him,  and  that  he 
would  never  forget  the  kindness  I had  done  him.  But  if  the 
unfortunate  man  could  have  foreseen  the  future,  he  would  not  have 
been  so  very  thankful  even  for  what  little  help  I had  been  able 
to  afford  him. 

In  London  one  has  very  little  time  to  think  of  or  care  for  either 
the  troubles  or  the  pleasures  of  others.  Every  man  is  so  engaged 
in  his  own  affairs,  that  he  really  has  not  a moment  to  think 
upon  what  his  friends  are  doing.  This  was  my  case.  Every  day 
brought  its  own  occupations,  cares,  and  worry,  so  that  Bartot  and 
his  grand  hotel  at  Placet  very  soon  vanished  from  my  mind, 
when  I no  longer  saw  the  chief  actor  in  the  affair.  It  so  hap- 
pened, however,  that,  about  six  months  after  my  former  host  left 
London,  business  for  the  firm  with  which  I was  connected  once 
more  took  me  to  Dockville,  and,  although  I had  but  twenty- 
four  hours  to  remain  there,  I determined  to  run  over  to  Placet, 
and  see  for  myself  how  matters  were  getting  on.  I carried  out 
my  plan,  and  soon  witnessed  enough  to  convince  me  that  it 
would  be  many  a long  year,  if  ever,  before  Bartot  sat  at  the 
head  of  the  “Grand  Hotel  Imperial”  at  Placet. 

The  village  seemed  to  be  very  much  the  same  as  when  I had 
seen  it  twelve  months  previously,  only  that  near  the  beach  a 
certain  number  of  houses — perhaps  a dozen  very  inferior  fisher- 
men’s huts — had  been  pulled  down,  and  on  the  site  where  they 
had  stood  the  foundations  of , an  immense  building  had  been 
dug,  and  the  outer  wall  built  to  the  height  of  about  four  feet 
from  the  ground.  Beyond  this  there  was  no  outward  and  visi- 
ble sign  whatever  of  any  house  being  built  in  the  place,  and  even 
this  one  seemed  to  have  got  what  I once  heard  a London  cab- 
man call  the  inability  of  an  omnibus  pair  of  horses  to  pull  up  Hol- 
bom  Hill,  the  “stand-stills.”  There  was  not  a single  workman — 
builder,  bricklayer,  carpenter,  or  any  other  kind  of  artificer — 
engaged  about  the  premises;  the  walls  had  been  built  so  far,  and 
then  left  to  their  own  devices.  I asked  in  the  neighborhood 
respecting  the  why,  the  when,  and  the  wherefore  of  this  non-pro- 
gression, but  could  get  no  answer  that  in  any  way  explained  how 
matters  were  thus  left  to  themselves.  After  a great  deal  of  trouble, 
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I found  that  Bartot  was  alive,  but  that  he  had  left  Placet  in  dis- 
gust, and  now  kept  a small  cafey  called  “Le  Caf&  Napoleon,”  in 
a garrison  town  which  was  situated  about  an  hour  by  rail  from 
Dockville.  Although  I could  ill  spare  the  time,  I determined  to 
see  him  before  leaving  France,  and  accordingly  took  my  departure 
by  the  first  train  for  the  place  of  his  present  sojourn. 

“ Le  Caf£  Napoleon  ” was  easy  enough  to  find,  and  the  first 
person  I saw  as  I approached  it  was  the  worthy  individual  who 
formerly  kept  the  “ Hotel  Imperial  ” at  Dockville.  Poor  Bartot 
was  as  cheery  almost  as  ever,  and  very  glad  indeed  to  see  me; 
but  when  I questioned  him  respecting  the  break-down  of  his  splen- 
did scheme,  he  burst  out  in  a torrent  of  invectives  against  all 
financial  agents  in  general  and  ces  sceUrais  de  Londres  et  de  Paris 
in  particular.  According  to  his  own  account,  he  had  been  badly 
used.  The  finance  company  had  only  advanced  him  a hundredth 
part  of  what  they  promised,  and  for  which  they  had  taken  mort 
gages.  When  others  who  had  contracted  to  sell  land  and  to  build 
houses  for  Bartot  pressed  him  for  money,  he  begged  the  companies 
to  do  as  they  had  agreed,  but  got  neither  money  nor  satisfaction 
of  any  kind.  “They  laughed  at  me,  my  friend,”  he  exclaimed* 
with  tears  in  his  eyes — “they  laughed  at  me,  and  having  made 
me  the  enemy  of  everybody  in  Dockville  and  Placet,  they  refused 
to  advance  me  another  sou.  I was  the  only  person  who  treated 
with  the  sellers  of  the  land,  and  they  knew  nobody  else.  The 
same  with  the  builders.  I made  contracts  with  them  all  to  erect 
houses,  hotels,  bathing  establishments,  and  such  like;  but  when  I 
asked  for  money  from  those  who  were  under  engagements  to  give 
it  me,  I got  laughed  at  again.  I was  involved  in  numerous  law- 
suits, and  it  was  only  by  giving  up  everything  I had  in  the  world 
to  my  opponents  that  I was  able  to  leave  the  place,  and  I have 
now  purchased  the  good-will  of  this  caf<6  with  a few  hundred  francs 
which  my  wife’s  father  has  lent  me.” 

Like  all  Frenchmen  in  misfortune,  Bartot  seemed  by  his  cheer- 
fulness and  good  temper  to  defy  the  enemy.  I could  hardly  make 
out  the  reason  why  the  finance  companies  should  have  just  held 
him  up,  and  then  cast  him  down,  but  determined  to  inquire  more 
particularly  on  my  return  to  London.  He,  poor  fellow,  evidently 
knew  nothing  as  to  causes,  however  severely  he  had  felt  effects. 
I pitied  the  unfortunate  man  so  much,  and  so  sincerely  believed 
him  to  be  the  victim  of  some  rascality,  that  when,  on  asking  him, 
I found  that  the  debt  to  his  father-in-law  amounted  to  only  500 
francs  ($  100),  I determined  to  lend  him  the  money  myself,  and 
his  thanks  for  the  loan,  which  was  faithfully  repaid  a few  months 
afterward,  were  most  profuse. 

On  my  return  to  London,  I went  at  once  to  see  the  manager 
of  the  finance  company  that  had  made  Bartot  such  magnificent 
promises,  but  could  get  nothing  satisfactory  out  of  that  individual 
who  appeared  as  if  the  faculties  of  speech  were  given  him  to  con- 
ceal, rather  than  impart,  what  he  knew.  This,  however,  I very 
soon  rectified,  by  getting  hold  of  one  of  those  monetary  spies 
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who,  for  a sovereign,  will  find  anything  in  the  city  of  London.  Ia 
due  time  I had  acquired  all  the  knowledge  1 sought  for,  and  then 
it  was  that  the  shameful  *way  in  which  Bartot  had  been  treated 
came  to  light. 

It  was  quite  true  that  the  finance  company  had  promised  him 
the  six  millions  of  francs,  and  had  led  him  to  suppose  that  he 
would  have  ample  funds  with  which  to  build  his  hotel,  his  bathing 
establishment,  and  all  the  rest  of  it.  They  had  advanced  him  some 
money,  but  not  more  than  30,000  francs,  or  ;£  1,200.  Even  this 
had  been  given  in  dribblets,  and  had  proved  just  enough  for  Bar- 
tot  to  complete  the  purchase-money  of  the  site  for  the  hotel,  and 
to  raise  the  outside  walls  as  I had  seen  them  when  I last  visited 
Placet.  In  the  meantime,  the  name  of  the  grand  bathing  estab- 
lishment, with  the  grand  hotel  and* all  the  rest  of  it  at  Placet, 
was  bandied  about  between  the  London  and  the  French  finance 
companies  as  a stupendous  undertaking,  upon  which  they  must 
make  an  immense  profit ; whereas,  in  reality,  all  that  they  could  lay 
claim  to  was  the  site  of  the  hotel,  with  the  four-feet  outside  walls, 
at  which  no  work  whatever  was  going  on,  and  which  they  had 
mortgaged  for  more  money  than  they  had  advanced  Bartot.  But 
the  name  of  the  proposed  grand  establishment  at  Placet  served  the 
two  companies  as  a pretext  for  drawing  bills  upon  one  another; 
and  as  they  were  not  out  of  pocket  a sixpence  by  the  transaction, 
it  seemed  as  if  they  would  allow  matters  to  remain  in  statu  quo 
until  the  end  of  time.  Bartot,  as  I explained  to  him  the  next 
time  I saw  him,  had  been  made  a complete  tool  of;  and  when 
convinced  of  the  fact,  his  anger  was  not  small,  although  it  cer- 
tainly was  not  long-lived. 

The  shares  in  the  “ Grand  Hotel  Imperial  ” and  “ Grand  Etab- 
lissement  de  Bains 99  at  Placet  were  long  quoted,  and  bought,  and 
sold,  both  in  Paris  and  London.  What  kind  of  security  they 
afforded  for  investors,  the  reader  is  as  able  as  I am  to  judge. 
But  very  shortly  before  the  panic,  some  “ bear,  ” who  was  working 
“for  the  fall,”  with  the  shares  of  certain  finance  and  credit  com- 
panies, got  hold  of  the  story,  and  of  course  made  the  most  of  it, 
with  a view  to  lowering  the  value  of  this  kind  of  security.  That 
he  and  his  fellows  succeeded  we  all  know  but  too  well;  and  yet 
is  not  this  an  instance  in  which  we  may  hold  them  excused  for 
running  down  that  which  deserves  no  better  fate  ? Be  that  as  it 
may,  the  two  finance  companies  have,  between  them,  managed  to 
make  an  uncommon  good  thing  out  of  the  scheme  which  poor 
Bartot  believed  was  to  be  his  path  to  wealth,  and  to  cany  out 
which  he  spent  all  his  “little  economies,”  and  gave  up  the  com- 
fortable berth  he  had  as  master  of  the  hotel  at  Dockville.  What- 
ever others  may  do  when  the  panic  and  crisis  are  well  over,  I do 
not  think  that  my  friend  Bartot  will  ever  again  seek  assistance 
from  finance  companies,  or  deal  in  shares  to  which  they  have  any- 
thing whatever  to  say.  He  still  keeps  the  Caf6  Napoleon;  and 
although  not,  perhaps,  making  a fortune,  clears  enough  to  keep 
the  pot  au  feu  boiling. 
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LOANS  BY  NATIONAL  BANKS. 

Is  a Loan  Exceeding  One-tenth  of  the  Capital  of  a Bank 
Illegal  and  Void? 

The  question  decided  by  the  Supreme  Court  of  Pennsylvania, 
in  the  following  opinion,  is  one  of  great  importance  to  National 
Banks,  and  is  the  first  determination  of  the  question  by  a tribunal 
of  last  resort  in  any  of  the  States.  The  same  point  was  raised  in 
the  case  of  Stewart  against  the  National  Union  Bank  of 
Maryland  (to  be  found  in  the  Baltimore  Law  Transcript  of  Octo- 
ber, 1 86^),  and  was  determined  in  the  same  way  by  the  United 
States  Circuit  Court  for  the  district  of  Maryland,  from  which  decis- 
ion an  appeal  was  taken  to  the  Supreme  Court  of  the  United 
States,  but  was  never  heard,  the  cause  having  been  settled  by  the 
parties.  So  much  else  was  involved  in  this  case  that  the  one 
found  below  may  be  considered  the  only  instance  in  which  this 
question  of  law  has  been  raised  as  the  only  defense. 

The  point  decided  is  that  the  provision  of  the  29th  section  of 
the  National  Bank  Act  of  1864,  which  provides  that  a National 
Bank  shall  not  loan  more  than  a tenth  of  its  capital  to  any  one 
individual  or  firm,  is  directory  only ; and,  unless  the  bank  and  the 
debtor  combine  knowingly  and  intentionally  to  evade  this  provision 
of  the  Act,  a loan  in  excess  of  one-tenth  of  the  capital  is  not 
void,  and  will  be  collectable  in  the  courts.  ' 

SUPREME  COURT  OF  PENNSYLVANIA. 

CP  Hare  vs.  Second  National  Bank  of  Titusville . 

Two  cases — Error  to  the  Court  of  Common  Pleas  of  Cranford  County — Opinion 
of  the  Court  by  Agnew,  C.  J.,  delivered  January  4,  1875. 

The  main  question  in  these  cases  is,  whether  the  notes  in  suit  are  illegal, 
and  cannot  be  recovered,  because  at  the  time  they  were  discounted  the  bank 
had  previously  lent  the  drawer,  for  whose  accommodation  O’ Hare  indorsed, 
more  than  one-tenth  part  of  its  capital.  It  is  contended  that  the  discount  was 
contrary  to  the  29th  section  of  the  National  Bank  Law  of  June  3,  1864,  pro- 
viding that  “ the  total  liabilities  to  any  association,  of  any  person,  or  of  any 
company,  corporation  or  firm  for  money  borrowed,  including  in  the  liabilities  of 
a company  or  firm  the  liabilities  of  the  several  members  thereof,  shall  at  no 
time  exceed  one-tenth  part  of  the  amount  of  the  capital  stock  of  such  associa- 
tion actually  paid  in : Provided,  that  the  discount  of  bona  fide  bills  of  exchange 
drawn  against  actually  existing  values,  and  the  discount  of  commercial  or  busi- 
ness paper,  actually  owned  by  the  person  or  persons,  corporation  or  firm 
negotiating  the  same,  shall  not  be  considered  as  money  borrowed.” 

The  affidavits  of  defense,  upon  which  the  question  is  raised,  do  not  aver  that 
the  excess  above  one-tenth  of  the  paid  in  capital  was  knowingly  and  volun- 
tarily lent  to  the  drawer  of  the  note.  This  defect  in  the  affidavit  would  sup- 
port the  judgment,  for  surely  it  cannot  be  contended  that  accidental  excess, 
made  in  mistake  or  in  ignorance,  would  forfeit  an  honest  loan.  But  without 
resting  the  case  on  this  defect  we  cannot  think  that  an  excess  known  to  the 
bank  only  is  such  an  unlawful  act,  entenng  into  the  vitality  of  the  loan,  as 
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will  avoid  it.  The  fact  of  an  excess  of  indebtedness  over  one-tenth  of  the  paid 
in  capital  is  a matter  aside  from  the  loan  itself,  not  entering  into  its  terms, 
and  therefore  collateral.  The  loan  of  the  money  is  an  act  within  the  author- 
ized power  of  the  bank;  a part  of  its  proper  business,  and  therefore  not  in 
itself  illegal.  The  note  or  security  given  for  the  money  was  an  instrument 
within  the  power  of  the  bank  to  aocept.  The  drawer  had  a right  to  make  it, 
and  the  bank  a right  to  discount  it.  In  this  lies  the  difference  between  this 
case  and  that  of  Fowler  v.  Scully , 22  P.  F.  Smith,  456  (reported  in  3 Pitts. 
Legal  Journal,  80,  relied  on  as  authority.  There  the  very  instrument  itself,  a 
mortgage  of  real  estate,  for  future  advancement,  was  illegal  and  void,  being 
forbidden  to  the  bank  as  well  as  to  the  mortgagor,  who  is  presumed  to  know 
the  law.  It  appeared  on  the  face  of  the  mortgage  that  it  was  given  to  secure 
future  discounts  up  to  the  sum  of  one  hundred  thousand  dollars,  and  for  the 
expressed  purpose  of  enabling  the  mortgagor  “to  avoid  the  necessity  of  pro- 
curing the  additional  indorsement' to  said  paper  by  a third  party.”  It  there- 
fore presented  a case  where  both  parties  combined  purposely  to  do  an  act 
expressly  forbidden  by  the  law,  and  where  the  tning  itself  (the  mortgage)  was  the 
very  ground  of  attempted  recovery  by  scire  facias , and  the  bank  was  directly 
asking  the  aid  of  the  law  and  of  the  Court  to  enforce  the  illegal  instalment. 
Fowler  vs.  Scully  is  not  authority  for  this  case.  What  might  be  the  conse- 
quence if  the  bank  and  Garfield,  the  drawer,  had  combined  knowingly  and 
willfully  to  defeat  the  restriction  in  the  29th  section  referred  to,  it  is  not 
proper  to  say  or  to  speculate  .upon.  Therein,  however,  lies  the  difference 
between  the  case  of  Morris  Run  Coal  Co.  and  Barclay  Coal  Co.,  18  P.  F. 
Smith,  174,  cited  and  relied  on,  and  this  case.  There  the  contract  was  void 
because  in  restraint  of  trade,  and  the  draft  sued  on  was  the  provided  instru- 
ment for  carrying  the  illegal  agreement  into  execution.  Hence,  it  was  said 
there,  “the  illegal  consideration  entered  directly  into  the  instrument,  and  is 
followed  up,  because  the  law  will  not  permit  itself  to  be  violated  by  mere 
indirection.  Here  the  fact  of  the  excess  of  indebtedness,  and  the  bank’s 
knowledge  of  the  fact,  were  only  collateral  to  the  contract  of  discount,  and  not 
presumed  to  be  within  the  knowledge  of  the  borrower,  and  the  note  was  not 
intended  by  both  parties  to  be  the  instrument  of  committing  a fraud  upon  the 
law.  Both  the  consideration  and  the  note  were  lawful  in  themselves.  The 
affidavit  does  not  charge  combination  or  conspiracy  to  defeat  the  law. 

Other  considerations  connect  themselves  with  the  question.  It  was  evidently 
not  the  intention  of  Congress  to  aim  at  the  securities  taken  by  the  bank  and 
declare  them  illegal,  as  it  was  in  the  28th  section,  forbidding  mortgages  other 
than  those  taken  to  secure  previously  contracted  debts.  The  securities  not 
being  referred  to  in  the  29th  section,  or  declared  illegal,  we  are  at  liberty  to 
inquire  into  the  true  purpose  of  Congress,  in  considering  whether  we  should 
declare  the  securities  tnemselves  illegal  by  implication.  If  such  was  not  the 
real  intent  of  Congress  we  ought  not  to  raise  an  implication  to  defeat  recovery. 
Evidently  the  limitation  of  the  indebtedness  to  one-tenth  in  the  29th  section 
was  intended  as  a general  rule  for  conducting  the  business  of  the  bank ; a rule 
laid  down  from  experience  to  regulate  its  loans  for  its  own  best  interest  and 
those  of  stockholders  and- creditors,  not  a rule  to  regulate  its  customers. 
It  was,  as  remarked  in  Fowler  v.  Scully,  a regulation  to  prevent  these 
associations  from  splitting  on  a rock  which  has  ruined  so  many  banks, 
Jo-wit : that  of  lending  too  much  of  their  capital  to  one  person  or  firm.  The 
intention  being  to  protect  the  association  and  its  stockholders  and  creditors 
from  unwise  banking,  we  cannot  suppose  it  was  meant  to  injure  them  by 
forbidding  recovery  of  the  injudicious  loans.  We  should  not  interpret  the 
section  so  as  to  carry  its  prohibition  beyond  its  true  purpose,  and  thus  cause 
it  to  destroy  the  very  interest  it  intended  to  protect  by  the  regulation.  To 
do  so  woula  be,  as  said  by  the  Court  below,  to  demand  a penalty  in  favor  ot 
an  individual  for  an  offense  against  the  country,  and  invite  to  dishonesty  under 
a pretense  of  a regard  for  the  law. 

As  to  the  usurious  interest  we  shall  say  nothing,  the  defendant  in  error 
having,  in  his  paper  book,  agreed  to  correct  the  judgments  by  proper  deduc- 
tion. We  leave  the  enforcement  of  this  agreement  to  the  Court  below,  if  the 
correction  should  not  be  voluntarily  made. 

Judgments  affirmed. 
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INQUIRIES  OF  CORRESPONDENTS, 

Addressed  to  the  Editor  of  the  Banker’s  Magazine. 


I.  Protest  for  Non-Acceptance  of  Time  Checks. 

National  Bank,  Ohio,  1875. 

In  your  March  issue,  speaking  of  the  duty  of  a banker  in  regard  to  checks 
payable  at  a future  day,  you  say : * But  if  received  for  collection,  it  is  not  his 
duty  to  demand  acceptance  before  maturity,  and  still  less  is  it  the  duty  of  the 
bank  upon  whom  drawn  to  accept  them.**  To  the  first  part  of  the  reply 
quoted  above  we  must  except.  You  probably  have  been  governed  in  your  reply 
by  the  New  York  statute,  which  dispenses  in  so  many  words  with  presentation 
for  acceptance  of  all  checks,  drafts  and  paper  or  bills,  drawn  on  banks  and 
bankers.  There  is,  however,  no  such  law  in  Ohio.  As  to  the  “ duty  of  the 
bank  upon  whom  drawn  ” to  accept  or  refuse,  does  that  not  depend  on  the 
arrangement  of  that  matter  between  the  bank  and  its  customer,  ana  not  on  the 
state  of  the  account  between  them  ? What,  then,  has  that  question  to  do  with 
the  duty  of  the  collecting  bank  as  to  presentment  ? If  the  drawer  of  the 
check  does  not  wish  or  intend  to  have  it  accepted,  or  even  presented  for 
acceptance,  is  it  not  his  duty  to  write  “acceptance  waived**  before  his  signa- 
ture, and  thus  save  all  questions? 

If  he  chooses  to  neglect  so  simple  a matter,  shall  a collecting  bank,  in 
absence  of  any  law  dispensing  with  presentment  for  acceptance,  be  expected 
to  voluntarily  waive  demand  of  acceptance  with  any  show  of  common  sense? 

Shall  that  neglect  of  the  drawer  of  the  check  work  to  the  detriment  o[  or 
risk  of,  a collecting  agent?  Suppose  a check,  with  name  of  place  and  State, 
but  date  left  blank,  and  May  15,  1875,  inserted  in  its  body,  and  there  be  no 
law  dispensing  with  acceptance  of  checks  drawn  on  banks  and  bankers;  do 
you  still  hold  a collecting  bank  not  bound  to  present  the  same  for  acceptance 
when  the  check  is  made  and  delivered  March  31,  1875?  How  would  the  fact 
of  the  date  being  so  inserted  for  payment,  differ  from  a case  when  the  date 
is  inserted  as  usual,  except  in  one  case  grace  might  be  claimed  ? The  duty  of 
the  bank  upon  whom  such  a check  is  drawn,  as  to  acceptance,  has  nothing  to 
do  with  the  question  at  issue.  That  depends  on  the  arrangement  between 
drawer  and  bank,  and  may  be  one  way  or  another.  Even  in  your  view  of  it, 
if  not  a duty  to  present  and  protest  for  non-acceptance,  is  it  not  advisable  to 
do  so  ? 

Reply. — Our  correspondent  takes  the  ground  that,  in  the  absence  of  legisla- 
tion distinctly  exempting  them  from  acceptance,  there  must  be  a risk  in 
neglecting  to  demand  acceptance  of  checks  payable  at  a future  day,  and  to 
protest  them  if  not  accepted.  Now,  if  there  be  any  such  risk,  it  can  be  n 0 
greater  in  the  case  of  a check  than  in  that  of  a bill  of  exchange,  except  such 
as  may  arise  from  any  uncertainty  as  to  the  former  being  entitled  to  grace. 
If  there  be  any  necessity  for  protest  for  non-acceptance,  such*  protest  is  just 
as  binding  on  the  day  of  maturity  as  on  any  previous  one.  Why  then  demand 
of  the  payee  that  which  he  has,  obviously,  no  right  to  do  ? The  acceptance  of 
time-drafts  is  no  part  of  a banker’s  business.  It  is  not  sanctioned  either  by 
usage  or  by  law ; but,  on  the  contrary,  is  forbidden  by  both.  In  the 
case  of  Clarke  National  Bank  vs.  The  Bank  of  Albion  (52  Barb.,  N.  Y-» 
592),  to  recover  on  an  accepted  post-dated  check,  it  was  decided  that  the 
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dirtwer  had  notice  that  the  cashier  was  exceeding  his  authority  in  certifying 
stlch  a check,  and  that  the  plaintiffs,  who  received  it  from  the  drawer,  took  it 
subject  to  the  equities  against  him.  The  principle  involved  is  thus  stated: 

“One  limitation;  however,  the  law  lays  down  in  all  cases.  A Cashier  can- 
not certify  the  check  of  a drawer  who  has  not  unincumbered  funds  in  the 
bonk  sufficient  to  meet  the  check.  Any  person  having  notice  of  the  fact  that 
the  bank  had  not  enough  of  the  drawer’s  funds  on  hand  to  meet  the  check  at 
the  time  of  certification,  will  be  presumed  to  know  that  the  act  was  unauthor- 
ised and  void,  and  will  not  be  allowed  to  hold  the  bank  liable  upon  it.** 

It  appears  to  us,  therefore,  that  the  limit  of  his  duty  is  reached  if  the  holder 
of  a check,  not  yet  due,  should  demand  its  payment  on  the  day  of  its  maturity, 
and  if  not  then  paid  should  protest  for  non-payment  only.  If  there  be  doubt 
as  to  the  allowance  of  grace,  protest  on  both  the  possible  days  of  maturity 
would  obviate  this.  • 

On  the  ground  that  the  drawer  of  such  a check  has  no  right  to  impose 
upon  its  holder  any  avoidable  risk,  there  may  be  some  reason  to  require  from 
the  drawer  a waiver  of  acceptance,  as  is  very  properly  suggested  by  our  cor- 
respondent. But  if  the  holder  undertakes  to  protest  for  non-acceptance,  we 
think  that  the  cost  of  such  protest,  if  disputed,  would  fall  upon  him. 


II.  Liability  of  Drawer  of  Countermanded  Checks. 

National  Bank,  Ohio,  March,  1875. 

Suppose  I send  to  John  Smith,  in  New  York  city,  in  payment  of  a bill,  mv 
check  on  Fourth  National  Bank,  New  York,  and,  not  receiving  any  acknowl- 
edgment of  its  receipt,  I write  him  concerning  it,  and  in  reply  he  says : 11  Your 
check  was  not  received.**  Then  suppose  I notify  the  Fourth  National  Bank  of 
the  loss  of  this  check,  stop  payment  of  it,  and  send  Smith  another  one,  not, 
however , a duplicate . This  last  one  is  duly  received  and  paid  by  the  bank  on 
which  it  is  drawn.  After  it  is  paid  the  first  one  is  received  by  Smith,  and 
cashed  for  him  by  the  Tenth  National  Bank,  who,  on  presenting  it  for  pay- 
ment, is  informed  that  its  payment  has  been  stopped. 

Now,  John  Smith  is  worthless ; and  the  question  is : the  Tenth  National 
Bank  having  paid  the  money  to  him,  of  whom  they  cannot  now  collect  it, 
have  they  a right  of  action  against  me,  the  maker  of  the  check? 

Reply.— Although  the  drawer  of  a check  has  the  legal  right  to  counter 
mand  its  payment  at  any  time  before  its  presentation,  this  cannot  release  him 
from  liability  to  a third  party,  who  has  taken  the  check  in  good  faith,  and 
given  value  for  it,  without  notice  of  its  stoppage. 


III.  Acceptances  Payable  “with  Exchange.” 

National  Bank,  Pa.,  April,  1875. 

An  acceptance  payable  at  our  bank  “ with  exchange  ” is  presented  for  pay- 
ment We  tender  to  the  holder  our  check  on  New  York  for  the  face  of  the 
paper.  He  demurs,  claiming  that  he  is  entitled  to  the  amount,  with  premium 
added,  in  currency,  and  that  only  when  paper  is  payable  “in  exchange”  are 
we  entitled  to  the  privilege  of  payment  On  Eastern  draft.  Is  there  any  differ- 
ence in  the  import  of  the  words  “with  exchange”  and  “in  exchange?*’  and 
have  we  the  right  in  either  case  to  pay  by  currency  or  exchange  as  may  best 
suit  us  ? 

. Reply. — If  the  acceptance  be  payable  “with  exchange  on  New  York,”  the 
holder  has  a clear  right  to  demand  currehcy  for  the  amount  with  the  current 
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premium  added.  If  payable  “in  exchange  on  New  York”  the  proffer  of  an 
unquestionably  good  check  on  this  city  for  the  face  of  the  paper  would  be 
equivalent  to  a legal  tender. 

Bankers  should,  however,  utterly  discourage  the  use  of  such  a stipulation  by 
their  customers.  If  payable  in  anything  except  money,  such  paper  is  not 
legally  negotiable.  The  saving  of  the  premium  on  an  Eastern  draft,  or  the 
diverting  to  some  particular  bank  the  sale  of  the  Eastern  exchange,  is  too 
small  a gain  to  justify  the  adnoyance,  if  not  the  injustice,  which  is  very  sure 
to  arise. 


IV.  Priority  of  Notes  or  Checks  Presented  at  the  Same  Time. 

Ohio,  March,  1875. 

Is  the  obligation  of  a bank  to  pay  the  notes  of  its  customers,  which  are 
made  payable  at  the  bank,  the  same  as  to  pay  their  checks?  In  case  the 
check  and  the  note  of  a dealer  should  be  presented  at  the  same  time,  and  he 
should  only  have  money  enough  in  the  bank  to  pay  one  of  the  instruments, 
which  should  have  the  preference? 

Reply.— The  obligation  of  a bank  to  honor  the  check  of  its  customer,  when 
good,  is  unquestionable ; but  its  duty  to  pay  his  note  is  not  clear,  unless  dis- 
tinct instructions  to  do  so  have  been  given  by  the  maker.  While  the  bulk  of 
authority  indicates  that  a bank  is  safe  in  paying  the  notes  of  its  dealers,  made 
payable  at  its  counter,  there  are  decisions  to  the  effect  that  a bank  is  net 
authorized  to  pay  a note  without  being  ordered  to  do  so  by  its  maker,  verbally 
or  in  writing.  (Wood  v.  Merchants’  Sav.  Co.,  41  111.,  267.) 

But  supposing  the  bank  to  have  authority  from  its  customer  to  pay  his  note, 
and  that  it  is  then  on  the  same  footing  with  a check,  the  doubt  as  to  any  right 
of  priority  is  still  unsettled.  We  do  not  know  of  any  legal  adjudication  of  the 
question,  as  to  what  is  the  duty  of  a bank  when  the  aggregate  of  checks  sim- 
ultaneously presented  exceeds  the  balance  to  credit  of  an  account  It  is  a 
very  delicate  point,  and  even  priority  in  the  dates  or  numbers  of  the  checks  is 
not  a safe  guide.  A decision  in  this  State  (Dykens  v.  Leather  Manufacturers’ 
Bank)  holds  that  in  such  case  **  the  officers  of  a bank  are  not  bound  to  settle 
the  conflicting  claims  of  the  holders  of  different  checks  to  priority  of  payment.” 
We  think  that,  when  so  presented,  the  safer  plan  is  to  refuse  them  alL 


A Partner’s  Indorsement. — Among  the  late  decisions  by  the  Supreme 
Court  of  Pennsylvania  there  is  the  following,  involving  the  right  of  a partner 
to  indorse  the  firm  name:  The  Second  National  Bank  of  Titusville  brought 
suit  on  an  indorsement  of  Collins  Brothers  on  a note  bearing  the  name  of  the 
firm,  given  without  the  knowledge  or  consent  of  the  other  members.  The 
bank,  plaintiffs  in  the  lower  Court,  having  filed  a copy  of  the  note,  the  defend- 
ants filed  separate  affidavits  of  defense,  setting  forth  the  fact  that  it  was  so- 
indorsed;  that  the  firm  had  no  interest  in  the  note,  and  never  received  any 
consideration  for  the  indorsement  thereof,  and  that  it  was  not  indorsed  in  the 
regular  course  of  their  business.  Two  of  the  members  swore  that  they  never 
received  any  notice  of  protest,  but  the  third  did  not. 

Upon  a rule  to  show  cause  why  judgment  should  not  be  entered  for  want 
of  a sufficient  affidavit  of  defense,  the  Court  entered  judgment  for  plaintiff. 

The  higher  Court  expressed  the  opinion  that  notice  of  protest  to  one  mem- 
ber of  a firm  was  sufficient,  and  affirmed  the  judgment  in  favor  of  the  bank. 
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STAMPS  ON  VOUCHERS. 

TREASURY  DECISIONS  UNDER  THE  ACT  OF  FEBRUARY  8,  1875- 

TREASURY  Department,  Office  of  Internal  Revenue,  > 
Washington,  March  29,  1875.  $ 

Hon.  James  S.  Biery%  M.  C.t  AUentown , Pa.: 

Sir  : I reply  to  your  letter  respecting  the  liability  to  stamp  tax  of  notes 
payable  at  a bank:  That  it  is  understood  that  section  15,  of  the  Act  of  Feb- 
ruary 8,  1875,  which  is  quoted  by  you,  was  enacted  mainly  to  meet  evasions 
of  the  stamp  tax  on  checks  by  the  substitution  of  receipts , “ orders  payable  one 
day  after  date”  and  other  subterfuges. 

Accordingly,  it  is  held  by  this  office  that,  if  there  is  any  understanding 
between  a bank  (as  shown  by  its  practice,  etc.),  and  the  maker  of  notes,  or 
drawer  or  acceptor  of  checks,  drafts,  or  orders  payable  at  the  bank,  that  all 
such  notes  ana  acceptances  shall  be  paid  by  the  bank  and  charged  in  the 
account  of  the  maker,  drawer  or  acceptor,  in  the  same  manner  as  ordinary 
checks  would  be,  and  to  avoid  the  use  of  bank  checks , such  notes  and  accept- 
ances are  liable  to  the  two-cent  stamp  tax  as  M vouchers’*  for  the  payment  of 
money  by  the  bank. 

The  law,  in  its  widest  sense  and  taken  literally,  includes  in  the  tax  all  bank 
u vouchers  **  for  the  payment  of  money.  But  out  of  respect  to  the  supposed 
object  of  the  enactment  as  above  referred  to,  it  has  been  the  endeavor  of  this 
office  to  confine  its  operation,  as  far  as  a practicable  line  can  be  drawn,  to 
such  vouchers  as  are  used  as  a substitute  for  checks , etc.,  as  commonly  employed 
according  to  the  custom  of  banks.  To  include  all  instruments  which,  under 
strict  interpretation,  are  vouchers  would  be  to  tax  a large  variety  of  papers 
hitherto  exempt,  and  which  it  is  believed  Congress  had  no  design  of  taxing. 

Very  respectfully, 

J.  W.  Douglass,  Commissioner. 


Treasury  Department,  Office  of  Internal  Revenue,  / 
Washington,  April  2,  1875.  J 

Lucian  Hawley , Esg.t  Supervisor  Internal  Revenue , New  York , N.  Y. : 

Sir  : Numerous  letters  have  been  received  at  this  office,  making  inauiry  as 
to  the  liability  to  stamp  tax  of  notes  and  drafts  made  payable  at  a bank,  etc. 

It  is  not  believed  to  have  been  the  meaning  ana  intent  of  Congress  to 
require  stamps  upon  promissory  notes  made  in  the  usual  commercial  form  and 
payable  at  a bank,  wnen  such  notes  are  given  in  good  faith  and  in  the  ordi- 
nary course  of  business.  Under  a strict  interpretation  of  the  law  they  might, 
pernaps,  be  held  liable  as  “vouchers.**  It  is  well  known,  however,  that  the 
leading  purpose  of  the  recent  enactment,  with  regard  to  stamping  bank  checks, 
vouchers,  etc.  (Section  15,  Act  of  February  8,  1875),  was  to  cut  off  the 
frequent  evasions  of  the  stamp  tax  on  checks,  as,  for  instance,  by  the  use  of 
receipts,  checks  payable  nominally  one  day  after  date,  without  grace,  etc. 

Unless  the  notes  referred  to  are  used  simply  as  a substitute  for  checks,  as 
evasions  of  the  stamp  tax  on  checks,  this  office  will  not  insist  upon  their  being 
stamped. 

The  above  remarks  will  also  apply  to  drafts  upon  private  parties  not  bank- 
ers, etc.,  accepted  payable  at  a bank. 
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A receipt  which  performs  the  work  of  a bank  check,  as,  for  instance,  where 
a person  who  has  money  on  deposit  with  a bank  draws  out  a portion  of  it, 
but  instead  of  drawing  it  out  upon  a check  gives  the  bank  his  receipt  there- 
for, which  is  taken  by  the  bank  and  held  as  a voucher,  is  considered  liable  to 
the  tax. 

If  a dividend  due  a stockholder  has  been  credited  to  his  deposit  account, 
upon  the  books  of  the  bank,  it  has  become  a deposit,  and  a receipt  given  for 
it,  or  for  any  portion  of  it,  would,  in  my  opinion,  be  liable  to  stamp  tax. 

But  while  a receipt  given  for  a dividend,  which  has  not  lost  its  identity  by 
taking  the  form  of  a deposit,  might  perhaps,  under  a strict  construction  of  the 
statute,  be  liable  to  the  stamp  tax,  it  would  not  in  my  opinion  fall  within  its 
intent  and  meaning,  and  this  office  will  not  insist  upon  its  being  stamped. 

Section  6,  of  the  Act  of  March  3,  1875,  exempts  from  the  tax  “ the  receipts 
in  the  receipt-book  of  a savings  bank  or  institution  for  savings,  having  no 
capital  stock  and  doing  no  other  business  than  receiving  deposits,  to  be  loaned 
or  invested  for  the  sole  benefit  of  the  parties  making  such  deposits,  without 
profit  or  compensation  to  the  association  or  company,  when  money  is  paid  to 
a depositor  on  his  pass-book.” 

The  banks  referred  to  in  the  above  exemption  are  those  which  properly 
make  returns  on  “ Form  106  0,”  and  collectors  should  require  stamps  on  the 
receipts  of  depositors  in  receipt-books  kept  by  any  other  banks.  Some  banks, 
whose  returns  should  properly  be  made  on  “ Form  106  b ,”  are  in  fact  errone- 
ously making  them  on  “Form  106  a.”  This  error  should  be  corrected.  Re- 
ceipt-books of  such  banks  should  of  course  be  stamped. 

A certificate  of  deposit,  which  is  such  on  its  face,  and  represents  money 
actually  deposited  in  a bank  by  the  person  to  whom  it  is  issued,  is  not  con- 
sidered liable  to  stamp  tax.  The  money  represented  by  such  certificates  should 
be  returned  and  taxed  as  deposits. 

Checks  drawn  on  their  own  bank,  by  bank  officers  or  clerks,  for  their 
salaries,  should  be  stamped.  “ Cashiers*  checks  ” in  general,  issued  or  delivered 
to  outside  parties  for  payments,  etc.,  require  stamps. 

Checks  drawn  by  bank  officers,  merely  for  the  purpose  of  charging  an 
account  with  items,  as  an  inside  transaction  of  a bank,  but  not  issued \ are  held 
to  be  exempt. 

Inland  Bills  of  Exchange  upon  a bank,  etc.,  and  bills  drawn  in  a foreign 
country  upon  a bank,  banker,  or  trust  company  in  the  United  States,  shornd 
be  stamped  before  being  accepted,  negotiated  or  paid. 

Drafts  or  bills  drawn  in  the  United  States  upon  a foreign  country  need  not 
be  stamped,  not  being  “vouchers”  in  the  meaning  of  the  law  wnile  in  this 
country.  Interest  coupons  are  exempt.  Duplicates  of  bills,  orders,  etc.,  are 
liable  the  same  as  originals.  Receipts  not  relating  to  bank  business,  for 
instance  for  rent,  are  exempt. 

Checks  drawn  by  a bank  upon  itself,  for  the  purpose  of  paying  its  own 
dividends,  and  the  dividends,  coupons,  or  interest  of  other  corporations,  and 
issued t should,  be  stamped. 

Checks  drawn  by  State,  county  or  city  officers,  in  their  official  capacity,  upon 
public  funds  deposited  in  a bank,  are  exempt  if  said  funds  are  kept  separate 
from  private  accounts. 

Section  15,  of  the  Act  of  February  8,  1875,  imposes  a stamp  tax  of  two 
cents  upon  a “bank  check,  draft,  order  or  voucher  for  the  payment  of  any 
sum  of  money  whatsoever,  drawn  upon  any  bank,  banker  or  trust  company.” 
This  is  the  only  stamp  tax  upon  written  instruments  issued  on  or  after  Octo- 
ber 1,  1872,  now  in  force. 

It  imposes  the  tax  upon  checks,  orders,  etc.,  drawn  on  time,  as  well  as 
those  payable  at  sight  or  on  demand;  so,  also,  on  receipts  or  other  vouchers 
substituted  for  checks , etc.,  as  commonly  used  according  to  the  custom  of  bonks 
and  merchants . 

Very  respectfully, 

J.  W.  Douglass,  Commissioner. 
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Treasury  Department,  Office  of  Internal  Revenue, 
Washington,  March  31,  1875. 


Messrs.  Knoblauch  & Lichtenstein , No.  37  Broad  Street , New  York: 

Sirs:  In  reply  to  yours  of  the  12th  and  16th  instant,  that  bills  of  exchange 
drawn  abroad  upon  banks,  bankers,  or  trust  companies  in  this  country  are  held 
to  be  liable  to  tne  two- cent  stamp  tax  before  being  accepted,  paid,  negotiated 
or  used  in  the  United  States : 

Bills  drawn  in  this  country  upon  any  parties  in  a foreign  country  are  held 
to  be  exempt. 

Very  respectfully, 

J.  W.  Douglass,  Commissioner. 


THE  RIGHT  OF  SEARCH  FOR  UNSTAMPED  CHECKS. 


OPINION  OF  THE  SOLICITOR  OF  THE  TREASURY. 


Department  of  Justice, 
Office  of  the  Solicitor  of  the  Treasury, 
Washington,  D.  C.,  April  2,  1875. 


To  the  Hon.  B.  H.  Bristow , Secretary  of  the  Treasury : 

Sir:  I have  the  honor  to  return  herewith  the  letters  of  the  20th  ultimo, 

received  by  you  from  the  Comptroller  of  the  Currency  and  referred  to  me,  sub- 
mitting for  your  decision  the  question  as  to  the  authority  of  Internal  Revenue 
officers  to  examine  the  books  and  papers  of  National  banks.  The  Comptroller 
represents  that  the  Commissioner  of  Internal  Revenue  claims  to  find  this  authority 
in  sections  3,163  and  3,1770!  the  Revised  Statutes,  but  in  the  judgment  of  the 
Comptroller,  section  5,241  exempts  National  banks  from  the  operations  of  the  sec- 
tions just  cited.  Section  3,163  contains  the  following:  “ Every  Supervisor  under 
the  direction  of  the  Commissioner  shall  see  that  all  laws  and  regulations  re- 
lating to  the  collection  of  internal  taxes  are  faithfully  executed  and  complied 
with,  and  shall  aid  in  the  prosecution,  detection  and  punishment  of  any  frauds 
in  relation  thereto,  and  examine  into  the  efficiency  and  conduct  of  all  officers 
of  Internal  Revenue;  and  for  such  purposes  he  shall  have  power  to  examine 
all  persons,  books,  papers,  accounts,  ana  premises,  to  administer  oaths,  and  to 
summon  any  person  to  produce  books  and  papers.”  Section  3,177  provides 
thus:  “Any  Collector,  Deputy-Collector,  or  Inspector  may  enter  in  the  day- 

time any  building  or  place  where  any  articles  or  objects  subject  to  tax  are 
made,  produced,  or  kept,  within  his  district,  so  far  as  it  may  be  necessary  for 
the  purpose  of  examining  said  articles  or  objects.”  Section  5,241  provides  that 
“ No  association  shall  be  subject  to  any  visitorial  powers  other  than  such  as 
are  authorized  by  the  title  or  are  vested  in  courts  of  justice.”  The  remaining 
act  provides  for  examinations  to  ascertain  the  condition  of  banks.  It  also  pro- 
vides for  the  appointment  of  receivers  and  for  taking  away  their  franchises  in 
certain  cases.  Examiners  do  not  inquire  as  to  the  stamping  of  checks.  The 
bank’s  financial  condition  is  not  affected  by  the  neglect  of  a depositor  to  stamp 
his  check.  The  power  conferred  by  the  Internal  Revenue  act  is  not  visitorial 
in  the  ordinary  meaning  of  that  term.  The  officers  do  not  visit  banks  to  re- 
port anything  relative  to  their  management.  They  simply  desire  to  ascertain 
what  evidence  may  be  had  of  the  evasion  of  the  provisions,  not  of  the  Bank- 
ing, but  of  the  Internal  Revenue,  act.  I am  of  the  opinion  that  sections  3,163 
and  3,177  confer  authority  as  claimed  by  the  Commissioner  of  Internal  Revenue, 
and  are  not  inoperative  as  to  banks  because  of  section  5,241  or  any  other 
statutory  provisions. 

Very  respectfully, 

(Signed)  Bluford  Wilson, 

Solicitor  of  the  Treasuiy. 
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PUBLIC  DEBT  OF  THE  UNITED  STATES. 


Recapitulation  of  the  Official  Statements  ( cents  omitted ). 


Debt  Bearing  Interest  in  Coin. 

March  x,  1875. 

Bonds  at  six  per  cent..  $1,151,992,500 

Bonds  at  five  per  cent 572,137,750 


April  1,  1875. 

$ M49>135>900 
574,252,75° 


$1,724,130,250  $1,723,388,650 


Debt  Bearing  Interest  in  Lawful  Money. 


Certificates  of  indebtedness  at  4 per  cent.  $678,000 

Navy  pension  fund  at  3 per  cent 14,000,000 


$ 14,678,000 

Debt  on  which  interest  has  ceased 8,779,670 


Debt*  Bearing  no  Interest. 


Old  demand  and  legal-tender  notes $382,072,147 

Certificates  of  deposit  45,855,000 

Fractional  currency 44,904,963 

Coin  certificates 22,269400 


$495,101,511 


Total  debt $2,242,689431 

Interest 26,426,738 


Total  debt,  principal  and  interest $2,269,116,170 

Cash  in  the  Treasury. 

Coin $75,626,083 

Currency 10,319,097 

Special  deposit  held  for  redemption  of  cer- 
tificates of  deposit,  as  provided  bylaw..  45*855,000 


$131,800,181 


Debt,  less  cash  in  the  Treasury,  March  I,  *75  $2,137,315,989 
Debt,  less  cash  “ “ April  1,  ’75  


Decrease  of  debt  during  the  past  month..  $6,680,183 

Decrease  of  debt  since  June  30,  1874 5,772,251 


$ 678,000 
14,000,000 

$ 14,678,000 
7,973,650 


$379,298,882 

43,045,000 

44.343, 2°9 
24,191,900 


$490,878,991 


$2,236,910,292 

29,048,419 


$2,265,967,711 


$84,105,520 

5,182412 

43,045,000 

$ I32»332»933 

$2>I  33,634.778 

$3,681,210 

9,453462 


Bonds  Issued  to  the  Pacific  Railway  Companies,  Interest  Payable 
in  Lawful  Money. 


Principal  outstanding $ 64,622,5 1 2 

Interest  accrued  ana  not  yet  paid 640,235 

Interest  paid  by  the  United  States 26,264,102 

Interest  repaid  by  transportation  of  mails,  &c.  5,724,214 

Balance  of  interest  paid  by  the  U.  S..  $20,539,888 


$64,623,512 

9*9»352 

26,264,102 

5.943,748 

$20,320,354 
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NATIONAL  BANKS  OF  THE  UNITED  STATES. 


March,  1875. 


Abstract  of  reports  made  to  the  Comptroller  of  the  Currency,  showing  the 
•condition  of  the  National  banks  of  the  United  States,  at  the  close  of  busi- 
ness on  the  1st  of  March,  1875,*  and  also  on  February  27th,  1874,  and  Feb- 
ruary 28th,  1873. 


LIABILITIES . 

Capital  stock  paid  in 

Surplus  fund 

Undivided  profits 

National  bank  notes  outstanding. 

State  bank  notes  outstanding 

Dividends  unpaid 

Individual  deposits 

U.  S.  deposits 

U.  S.  disbursing  officers 

Due  to  National  banks 

Due  to  State  banks  and  bankers. 
Notes  and  bills  re-discounted.... 
Bills  payable 


3,027  bank 

$496,172.9 

131,242,6 

51,645,8; 

324,618,9 

824,8 

1,600,7 


647,667,627 

7,961,648 

5.3*4,949 


*37, 7*6.424 
55,294,663 
4,841,600 
4,786,436 


/-  * ,8?4' 
February  27, 

1,975  banks. 

$490,859,901 

*23,497,347 

50,236,919 

339,602,955 

1,078,988 

1,291,055 

595,350,334 

7.276,959 

5,034,624 

138435,388 

48,112,223 

3448,828 

4,275,002 


„ , ,873- 
February  28, 
1,947  banks. 

$ 484»55 1 >8l  I 

114,681,048 

48,578,045 

336,292459 

*,368,271 

*465,993 

656,187,551 

7,044,848 

5,835,696 

j34.23j.842 

38,124,803 

5,1*7,810 

5.672,532 


Aggregate  Liabilities. . $ 1,869,699,285 


RESOURCES. 


Loans  and  discounts 

Overdrafts 

U.  S.  bonds  to  secure  circulation. 

U.  S.  bonds  to  secure  deposits 

U.  S.  bonds  on  hand 

Other  stocks,  bonds,  & mortgages 
Redeeming  and  reserve  agents. . . 
Due  from  other  National  banks. . 
Due  from  State  banks  & bankers . 
Real  estate,  furniture  and  fixtures 

Current  expenses 

Premiums  paid 

Checks  and  other  cash  items 

Exchanges  for  Clearing- House. . . 

Bills  of  other  National  banks 

Bills  of  State  banks 

Fractional  currency 

Specie  on  hand 

Legal-tender  notes 

U.  S.  certif.  for  legal- tender  notes 

Three  per  cent  certificates 

Five  per  cent,  redemption  fund . . 
Due  from  U.  S.  Treasurer  other 
than  5 per  cent.  Red’n  Fund.. 


$95*  ,744,432 
4,656,098 
380,582,650 


14,242,200 

18,262,150 

28,267,531 


89,985,032 

44,7*3.9** 

*2,724,194 

39424,280 

7,788,564 

8,987462 


**.733476 
8*.  *27,796 
*8,876,558 
30,922 
3,008,148 
16,667,023 
78497.520 
37,230,000 


16,712,212 


4437, ><>7 


Aggi'egciU  Resources  . . $ 1,869,699,285 


$1,808,500,529  $1,839,152,715 


$897,859.600 . $913,265,189 


389,6*4,700 

14,600,200 

11,043,400 

25,305,736 

101,502,861 

36,624,001 

11496,711 

36»043,74i 

6,990,875 

8,741,028 

10,269,955 

62,768,119 

20,003,251 


384,675,050 

15,035,000 

10,436,950 

22,063,306 

95,773,077 

39,483,700 

13,595,679 

34,023,057 

6,977,831 

7,205,259 

11,761,711 

131,383,860 

15.998,779 


2,309,919 

33,365,863 

102,717,563 


37,235,000 


2,289,680 

17,777,673 

97,141,909 

18460,000 

1,805,000 


$1,808,500,529  $1,839,152,715 


* This  statement  is  exclusive  of  one  bank  in  Wisconsin  and  one  in  Montana,  from  which 
reports  have  not  yet  been  received. 
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BANKING  AND  FINANCIAL  ITEMS. 


The  Banker’s  Directory. — Attention  is  called  to  the  Directory  now  to  be 
found  at  the  end  of  the  Banker’s  Magazine.  It  affords  facilities  and  informa- 
tion to  those  who  seek  new  correspondents  in  any  section  of  the  United  States 
or  Canada.  By  its  means  bankers  can  make  known  the  special  features  of 
their  business,  or  their  readiness  to  attend  promptly  to  collections.  The  space 
available  for  cards  is  devoted  exclusively  to  those  of  Banks  and  Bankers, 
or  such  as  are  of  immediate  value  to  them.  Miscellaneous  advertisements  are 
not  received  for  this  Directory. 

Sagacious  men  will,  take  advantage  of  the  first  signs  of  a return  toward 
better  times,  by  letting  it  be  known  that  they  have  outlived  the  stormy  days 
of  adversity,  and  are  now  ready  for  new  business. 


A Bankers*  Convention. — The  idea  of  holding  a general  convention  of 
bankers  from  different  sections  of  the  country,  has  several  times  been  suggested 
by  some  of  our  correspondents,  but  the  practical  realization  of  this  has  not 
been  generally  looked  for  up  to  this  time.  It  now  appears,  however,  that  such 
a Convention  is  really  to  be  held  during  the  coming  summer,  and  that  a 
committee  of  prominent  bank  officers  in  the  principal  cities  will  shortly  issue 
notice  to  this  effect.  We  heartily  approve  of  this  step,  and  trust  that  it 
may  result  in  a large  attendance  and  in  manifest  good  to  the  banking  in- 
terests of  the  country  at  large. 

Resignation  of  Treasurer  Spinner.— The  Hon.  Francis  E.  Spinner, 
Treasurer  of  the  United  States  since  1 86 1,  tendered  to  the  President,  on  March 
29th,  his  resignation,  which  was  accepted,  to  take  effect  July  1.  He  is  to  be 
succeeded  by  Mr.  John  C.  New,  of  Indianapolis,  Cashier  of  the  First  National 
Bank  of  that  city. 

Five-Twenty  Bonds. — The  Secretary  of  the  Treasury  issued,  on  April  20. 
a call  (the  seventeenth)  for  $5,000,000  coupon  bonds  of  1862  upon  which 
interest  will  cease  July  20.  The  following  are  the  numbers  in  each  case  in- 
clusive: $50 — 15,401  to  17,100;  $100 — 40,001  to  44,200;  $500—20,001  to 
22,400;  $1,000 — 66,001  to  70,950. 

The  National  Banks. — The  Comptroller  of  the  Currency  has  received 
eight  applications  for  National  banks  since  the  1st  of  April,  amounting  to 
$600,000,  of  which  amount  $200,000  was  from  Massachusetts,  $100,000  from 
New  York,  $50,000  from  New  Jersey,  $100,000  from  Pennsylvania,  $50,000 
from  Ohio,  and  $ 100,000  from  California.  During  the  same  time  the  amount 
of  applications  for  increased  circulation  from  banks  now  organized  was  $3I5>°°°* 
of  which  amount  $270,000  was  from  the  Eastern  ana  Middle  States,  and 
$45,000  from  the  Western  States.  The  amount  of  legal-tender  notes  deposited 
for  the  purpose  of  surrendering  bank  circulation,  since  the  1st  of  April,  is 
$949,275,  of  which  amount  $179,000  was  surrendered  by  banks  in  the  Eastern 
and  Middle  States,  $112,000  by  banks  in  the  Southern  States,  and  $657,800 
by  banks  in  the  Western  States.  The  total  amount  of  legal-tender  notes 
deposited  to  surrender  circulation  since  the  passage  of  the  act  of  June  20, 
1874,  is  $ 18,245,312.  The  amount  of  additional  National  bank  circulation 
issued  since  the  first  of  April  is  $626,230,  and  the  total  amount  issued  since 
the  passage  of  the  act  of  Januarv  14,  1875,  $4,182,820.  The  amount  of 
National  bank  notes  destroyed  of  banks  which  are  in  liauidation,  or  which 
have  deposited  legal-tender  notes  since  the  passage  of  the  act  of  June  20, 
1874,  is  $5,034,585.  Forty-nine  National  banks  nave  been  organized  since 
November  I,  1874,  having  a capital  of  $4,635,000. 
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Promissory  Notes  of  National  Banks. — The  following  letter  to  the 
■Cashier  of  a National  bank  in  Chicago,  gives  the  views  of  the  Comptroller  of 
the  Currency  with  regard  to  the  practice  of  some  National  banks  in  making 
time  notes  and  offering  them  for  discount: 

Treasury  Department,  ) 
Office  Comptroller  of  the  Currency,  > 
Washington,  D.  C.,  March  12,  1875.  ) 

Sir  : I have  received  your  letter  of  the  9th  inst  , in  which  you  say  that  it 

has  been  the  practice  of  some  National  banks  to  offer  time  notes,  made  by 
themselves,  for  discount  to  the  banks  in  your  city;  and  you  inquire  whether 
banks  are  authorized  under  the  National  Bank  Act  to  make  such  notes  and 
offer  the  same  for  discount.  The  last  paragraph  of  Sec.  23  of  the  act  provides 
that  no  National  bank  shall  issue  post-notes,  or  any  other  notes  to  circulate 
as  money  than  such  as  are  authorized  by  the  act ; and  Sec.  36  provides  that 
no  National  bank  shall  at  any  time  be  liable  to  an  amount  exceeding  the 
amount  of  its  capital  stock,  except  on  account  of  its  circulating  notes,  on  ac- 
count of  its  deposits,  on  account  of  bills  of  exchange  or  drafts  drawn  against 
money  on  deposit  to  its  credit,  and  on  account  of  liabilities  to  stockholders  for 
dividends  ana  reserved  profits.  The  interpretation  of  this  office  is  that,  under 
these  sections,  National  banks  are  prohibited  from  drawing  time  bills  of 
exchange,  and  from  issuing  promissory  notes  of  the  Association. 

Very  respectfully,  John  Jay  Knox,  Comptroller. 

Insolvent  National  Banks— Interest  Accruing  after  Bankruptcy. — 
In  the  United  States  Circuit  Court,  in  the  case  of  the  Chemical  National  Bank 
et  al.  against  the  National  Bink  of  the  Commonwealth  et  al.t  Judge  Wallace  has 
thus  decided:  “That  where  a National  bank  is  wound  up  by  a receiver,  under 
direction  of  the  Comptroller  of  the  Currency,  and  a sufficient  fund  is  realized 
from  the  assets  to  pay  all  claims  against  the  bank  and  have  a surplus,  the 
creditors  are  entitled  to  interest  on  their  claims  during  the  period  of  adminis- 
tration, before  the  surplus  can  be  appropriated  to  the  stockholders  of  the  bank. 
The  bank  cannot  be  permitted  to  say  that  a depositor  should  have  made  a 
demand  when,  if  made,  it  would  have  been  nugatory  and  useless.  It  has  been 
held  that  in  cases  of  insolvency,  where  a debt  is  payable  on  demand  and  no 
special  demand  is  shown,  interest  is  to  be  computed  from  the  first  publication 
of  the  proceedings  in  insolvency.  Judgment  is  ordered  for  the  plaintiffs 
against  the  bank.’’ 

Forgeries. — On  the  23d  of  March  the  German-American  Bank,  New  York, 
cashed  two  foiled  checks  purporting  to  be  drawn  by  Hess  Brothers  8c  Co., 
for  $ 12,560.  The  forgers  are  supposed  to  be  two  men  who  obtained  from  the 
firm,  on  the  2d,  a check  for  $118,  which  was  cashed  on  the  22d.  Two  men, 
-arrested  on  suspicion,  have  been  discharged. 

Unsuccessful  Forgery.— On  April  17th,  a check  for  $19400,  purporting 
to  have  been  drawn  by  Warden,  Mitchell  8c  Co.,  of  Springfield,  Ohio,  was 
presented  at  the  Nassau  Bank  by  a young  woman.  She  was  detained  long 
enough  to  ascertain  by  telegraphing  to  the  ostensible  drawers  that  the  check 
was  a forgery.  She  was  arrested,  but  her  accomplice  escaped. 

Arkansas. — A new  bank  has  been  organized  at  Little  Rock,  called  the 
German  Savings  Bank,  and  has  commenced  business  under  a State  charter, 
with  a cash  capital  of  $50,000.  Its  stockholders  comprise  some  of  the  stanch 
business  men  of  the  place,  among  them  being  Messrs.  George  Brodie  8c  Son, 
who  retire  from  the  banking  business.  The  officers  of  the  new  bank  are 
Messrs.  C.  F.  Penzel,  President;  William  Kirten,  Vice-President;  and  Creed 
T.  Walker,  Cashier  ; New  York  Correspondent,  Messrs.  Donnell,  Lawson  & 
Co.  Their  card  will  be  found  at  the  front  of  our  present  number,  instead  of  in 
the  usual  place. 

District  of  Columbia. — The  firm  of  Sherman  8c  Co.  has  been  dissolved, 
and  a new  banking-house  has  been  organized  by  Mr.  John  Sherman,  Jr.  (senior 
of  the  late  firmL  and  Col.  F.  D.  Grant,  U.  S.  A.  The  latter  gentleman  intends 
to  resign  shortly  his  position  in  the  army,  and  to  devote  his  personal  atten- 
tion to  the  banking  business. 
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The  Currency  Sixes. — We  mention  in  our  “ Notes  on  the  Money 
Market”  that  the  currency  sixes  are  now  received  at  Washington  as  security 
for  National  bank  circulation.  The  following  is  the  official  letter  on  the  sub- 
ject : 

Treasury  Department, 

Office  of  Comptroller  of  the  Currency, 
Washington,  April  19,  1875. 

Gentlemen  : In  reply  to  your  letter  of  16th  inst.,  to  Secretary  of  Treasury, 
relative  to  receiving  “ U.  S.  Currency  Sixes,”  as  security  fbr  circulating  notes 
issued  to  National  banks,  you  are  informed  that  by  a recent  decision  these 
bonds  are  now  received  for  this  purpose.  Very  respectfully, 

J.  S.  Lang  worthy,  Deputy  Comptroller. 

To  Messrs.  Fisk  8c  Hatch,  New  York. 

Mutilated  United  States  Currency. — The  Treasurer  of  the  United 
States  has  announced  in  a circular  the  amended  regulations  for  the  redemption 
of  United  States  currency,  which  take  effect  on  Mav  1st.  In  the  case  of 
legal-tender  notes,  if  less  than  one-tenth  of  the  original  proportion  of  the  note 
is  missing,  the  mutilation  will  be  disregarded;  it  one-tenth  of  the  note  is 
missing,  one-tenth  of  its  face  value  will  be  deducted ; if  more  than  one-tenth 
and  less  than  one-fifth  is  missing,  ^one-fifth  of  the  face  value  will  be  deducted; 
and  so  on,  reckoning  by  tenths ; but  no  note  of  which  less  than  one-half  of  the 
original  proportions  is  presented  will  be  redeemed  without  evidence  that  the 
missing  portion  is  totally  destroyed.  The  same  rule  of  proportionate  redemp- 
tion will  be  applied  to  mutilated  fractional  currency,  with  the  substitution  of 
one-fifth  for  one-tenth. 

The  Twenty-Cent  Coin.— The  designs  of  the  twenty-cent  silver  piece  were 
selected  in  April  by  Dr.  Linderman,  Director  of  the  Mint.  The  obverse  con- 
tains a sitting  figure  of  Liberty  with  the  word  “ Liberty”  inscribed  on  the 
shield,  the  whole  surrounded  by  thirteen  stars,  and  beneath  the  figure  the  date 
“1875.”  On  the  reverse  the  figure  of  an  eagle  surrounded  by  the  inscription. 
“United  States  of  America,”  and  beneath  the  eagle  the  w^ords  “twenty  cents. 
The  edge  of  the  coin  is  perfectly  smooth,  in  order  to  distinguish  it  the  more 
readily  from  the  twenty-hve-cent  coin,  which  bears  a milled,  fluted  edge.  The 
new  piece  is  mainly  designed  for  circulation  on  the  Pacific  Coast. 

Stolen  Bank  Notes. — Notice  was  given  to  the  Treasury  Department  early 
in  April  by  the  President  of  the  National  Hide  & Leather  Bank  of  Bos- 
ton, that  certain  $10  and  $20  notes  had  been  stolen  from  the  bank  after  being 
signed  by  him,  but  before  receiving  the  Cashier’s  signature.  The  Department 
numbers  of  the  notes  were  D.  22,900  to  22,953;  the  Bank  numbers,  11,9*9 
to  11,972.  Several  of  these  notes  have  recently  been  presented  and  rejected 
at  the  Redemption  Agency  of  the  Treasury,  but  instead  of  being  signed  by  the 
President  of  the  Bank,  as  supposed,  both  signatures  were  fictitious.  The 
officers  of  the  Bank  are  George  Ripley,  President,  and  George  H.  Jones^ 
Cashier.  The  names  upon  the  stolen  notes  were  “ E.  A.  Bates,  President,”  and 
“ P.  J.  Smith,  Cashier.  It  is  supposed  that  the  thieves  signed  these  fictitiou' 
names  for  the  purpose  of  avoiding  the  penalties  of  forgery. 

Dangerous  Counterfeits. — The  only  dangerous  counterfeit  National  bank- 
notes in  circulation,  of  the  denomination  of  $5,  are  the  issues  of  Chicago 
banks,  viz:  The  Traders’  National  Bank,  the  First  National  Bank,  the  Third 
National  Bank,  and  the  Merchants’  National  Bank.  These  counterfeits  are 
exceedingly  well  done  and  calculated  to  deceive.  All  but  eight  thousand  01 
the  notes  of  the  Traders'  and  the  First  National  Banks  of  Chicago  have  been 
retired;  the  notes  of  this  denomination  of  all  four  of  these  banks  are  being 
rapidly  redeemed  in  the  redemption  office  of  the  Treasury,  and  no  additional 
notes  of  the  denomination  of  $5  will  be  issued  to  these  banks.  The  public 
generally  should  refuse  notes  of  the  denomination  of  $5  of  these  banks,  and 
all  National  banks  are  requested  to  return  to  the  Treasurer,  for  redemption,  in 
their  packages  of  mutilated  notes,  all  $5  notes  issued  by  these  associations. 

Georgia. — The  Merchants  and  Planters’  National  Bank  of  Augusta,  finding 
business  unprofitable,  has  resolved  to  wind  up.  It  is  said  that  the  assets 
will  divide  $ 120  to  each  share. 
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Dividends. — The  Washington  City  Savings  Bank,  which  failed  eighteen 
months  ago,  paid  on  April  2a  a further  dividend  of  15  per  cent,  of  its  indebt- 
edness; in  all,  75  per  cent,  since  the  failure.  The  assets  to  be  realized  will, 
it  is  thought,  pay  the  full  amount  due  depositors. 

The  Comptroller  of  the  Currency  has  declared  a further  dividend  of  ten  per 
cent,  in  favor  of  the  creditors  of  the  First  National  Bank  of  Washington,  pay- 
able on  the  14th  of  April. 

Illinois. — Th^  First  National  Bank  of  Pekin  has  gone  into  voluntary 
liquidation,  and  is  prepared  to  pay  all  demands  against  it  on  presentation. 

Messrs.  F.  W.  Leonard  and  B.  F.  Blossom,  wno  have  been  officers  of  this* 
bank  since  its  organization  in  March,  1866,  have  established  a banking-house 
under  the  name  of  Leonard  & Blossom,  which  will  succeed  to  the  business  of 
the  First  National  Bank.  With  ample  capital  and  experience  they  offer  prompt 
attention  to  the  business  of  correspondents  for  that  point.  Their  card,  with 
references  at  New  York  and  Chicago,  will  be  found  at  the  end  of  this  number. 

The  Manufacturers'  National  Bank  of  Chicago . — The  receiver  of  the  Manu- 
facturers’ National  Bank,  which  suspended  September,  1873,  states  that  the 
“ bills  receivable  ” are  utterly  worthless.  The  “bonds,”  amounting  to  $66,200, 
comprise  585  shares  of  the  bank  itself,  which  are  entirely  worthless,  and  the 
balance  in  Clifton  House  bonds,  which  are  no  better.  The  charging  “furni- 
ture ” at  $ 7400  is  an  attempt  to  give  to  airy  nothing  a local  habitation  it 
does  not  possess,  at  least  so  far  as  the  receiver’s  researches  have  extended. 
The  “teller’s  cash”  also  is  made  up  of  sundry  items  which  properly  belong 
to  profit  and  loss.  The  receiver’s  conclusion  is  that  it  will  not  pay  to  attempt 
to  collect  the  assets  in  his  hands,  as  they  will  not  pay  the  cost  of  collection. 
— Chicago  Tribune , 6th. 

Iowa. — Messrs.  Collins  & West  have  established  a banking-house  at  Clarinda, 
Page  County,  and  offer  their  services,  in  a card  at  the  end  of  this  number, 
to  those  having  business  for  that  vicinity. 

Kentucky. — On  Wednesday  night,  March  31st,  the  First  National  Bank  of 
Covington,  Kentucky,  was  entered  by  burglars,  who  penetrated  the  vault  through 
the  floor  of  the  Odd-Fellows’  Hall  above  it.  This  floor  was  forced  by  power- 
ful instruments,  and  an  attempt  then  made  to  blow  open  the  safe  with  powder. 
The  rivets  were  sprung  and  the  seams  all  started.  Heavy  explosions  were 
heard  during  the  night,  but  the  cause  was  not  suspected,  nor  was  any  dis- 
covery made  until  the  bank  was  opened  for  business  the  next  morning.  All 
the  plaster  had  fallen  from  the  ceiling  by  the  force  of  the  concussion,  and  the 
entire  outfit  of  the  burglars  was  found,  indicating  a precipitate  flight  just  on 
the  verge  of  success,  as  a few  more  blasts  must  have  burst  the  safe,  and  ex- 
posed the  funds  it  contained. 

Maryland. — The  Drovers  and  Mechanics’  Bank  of  Baltimore  has  begun 
business  under  favorable  auspices.  Its  principal  dealings  are  with  shippers 
of  Southern  and  Western  live-stock  ana  other  products,  to  whom  it  offers 
ample  facilities.  The  President  is  Mr.  Jacob  Ellinger,  and  the  Cashier  Mr.  J. 
D.  Wheeler,  Jr.,  late  of  the  First  National  Bank  of  Baltimore. 

Baltimore. — Messrs.  Middendorf  & Oliver  have  established  at  No.  85 
Second  street,  Baltimore,  an  office  for  the  transaction  of  a commission  business 
in  stocks,  bonds  and  gold,  and  for  the  negotiation  of  loans,  commercial  paper 
and  foreign  exchange. 

The  card  of  this  house,  as  well  as  that  of  the  new  Farmers  and  Drovers* 
Bank,  will  be  found  in  the  Banker9*  Directory  at  end  of  this  number. 

Massachusetts. — The  annual  meeting  of  the  Boston  Clearing-House 
Association  was  held  April  12th,  James  H.  Beal  being  chosen  Chairman,  and 
H.  B.  Graves,  Secretary.  By  the  report  of  the  Manager  it  appears  that  the 
exchanges  for  the  year  ending  March  31st,  amounted  to  $2,516,166,339,  and  the 
balances  received  and  paid  for  the  same  time  amounted  to  $306,665,105.  The 
daily  average,  about  $1,000,000  in  money,  thus  effects  the  daily  payment  of  some 
$ 8400,000. 

The  Dividends  of  the  Boston  banks  declared  in  April  show  an  average  of 
about  five  per  cent,  for  the  past  six  months. 
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New  Bedfoid. — The  committee  of  the  creditors  of  S.  P.  Burt,  banker, 
who  recently  suspended,  have  valued  the  assets  at  $386,934.53,  and  the  liabili- 
ties at  $348,538.12,  leaving  a surplus  of  $38,396.41.  The  valuations  rated 
on  the  assets  it  was  believed  would  be  more  than  realized  in  a reasonable 
time.  The  committee  have  recommended  that  the  estate  be  wound  up  by  Mr. 
Burt,  with  as  much  dispatch  as  the  interests  of  the  creditors  would  allow,  under 
the  direction  of  an  advisory  committee.  At  a meeting  of  the  creditors,  held 
in  April,  this  recommendation  was  agreed  to.  . 

. New  York. — Mr.  William  Gould,  President  of  the  National  Albany  Ex- 
change Bank,  having  resigned  on  account  of  impaired  health,  Mr.  C.  P.  Wil- 
liams, formerly  Cashier,  has  been  elected  President,  and  Theodore  L.  Scott, 
late  Assistant  Cashier,  has  been  appointed  Cashier. 

Attempted  Robbery. — On  the  evening  of  Sunday,  March  28th,  it  was 
discovered  that  rooms  in  the  buildings  adjoining  the  Long  Island  Bank,  Fulton 
street,  Brooklyn,  had  been  occupied  by  bank  robbers,  who  had  torn  up  the 
floors,  made  excavations,  and  had  reached  the  vault  doors,  which  they  had 
already  sprung  almost  off  their  hinges.  A Mr.  Powell,  of  whom  the  roobers 
had  hired  the  adjoining  rooms,  while  passing  at  dark,  met  one  of  the  unknown 
parties  and  asked  to  be  allowed  to  enter  the  place  to  obtain  what  he  had  left 
there.  The  fellow  handed  him  the  keys  saying  he  was  going  to  New  York. 
Powell  thus  discovered  the  attempt,  but  the  man  had  fled.  A large  quantity 
of  jimmies,  files,  powder,  sledges,  chisels,  rubber  shoes,  a gag  and  other  things 
were  found.  In  a few  hours  the  object  of  the  robbers  would  have  been  at- 
tained. They  had  apparently  been  at  work  quietly  for  a fortnight. 

Ohio. — The  Second  National  Bank  of  Youngstown,  Mahoning  County,  has 
commenced  business  with  a capital  of  $ 200,000.  The  officers  are : Henry 
Tod,  President;  T.  K.  Hall,  Vice-President;  and  George  T.  Margerum, 
Cashier.  Their  New  York  correspondent  is  the  First  National  Bank. 

Pennsylvania.— An  act  relative  to  days  of  grace  on  negotiable  paper  has 
passed  the  Legislature  as  follows  : 

Be  it  enacted , That  days  of  grace  shall  be  allowed  upon  all  bills  of  exchange, 
drafts,  promissory  notes  or  other  instruments  negotiable  by  the  laws  of  this 
commonwealth,  excepting  only  bills  of  exchange  and  drafts  drawn  at  s ght,  and 
checks  drawn  upon  banks  or  bankers,  whether  payable  upon  presentation  or 
upon  some  day  or  time  subsequent  to  the  date  of  issue. 

Vermont. — The  Directors  of  the  Lamille  County  National  Bank  at  Hyde 
Park,  Vermont,  have  voted  to  increase  its  capital  stock  by  $50,000. 

The  Irasburgh  National  Bank  of  Orleans,  Vermont,  is  reported  as  being  about 
to  close  up  its  business. 

Bank  Officers  Arrested. — John  E.  Bosseaux,  President,  and  Thomas  S. 
Ormstead,  Cashier,  of  the  Dollar  Savings  Bank,  of  Richmond,  Va.,  which  col- 
lapsed during  the  panic  in  1873,  were  arrested  April  3d,  charged  with  embez- 
zling $4,000  of  the  funds  of  the  bank,  and  with  making  fraudulent  entries. 

Forgery. — The  Halifax  Banking  Company  paid,  on  March  29th,  $6,000  in 
gold  on  a forged  letter  of  credit  for  $50,000,  purporting  to  be  issued  by  Moses 
Taylor  & Co.,  of  New  York,  in  favor  of  R.  Luting,  who  arrived  in  a steamer 
from  Boston.  On  receipt  of  the  $6,000  Luting  disappeared. 

Final  Defeat  of  the  Tax  on  Borrowed  Money.— Bailey,  Collector,  vs. 
Clark,  Dodge  & Co. ; Same  vs,  Frank  Work.  E*ror  to  the  Southern  District 
of  New  York. — In  these  cases  the  Collector  undertook  to  collect  the  internal 
revenue  tax  upon  money  temporarily  borrowed  by  the  bankers  in  the  course 
of  their  business.  The  decision  is  that  the  term  “capital  employed ” by  a 
banker,  in  the  business  of  banking,  in  the  noth  section  of  the  Revenue  Act 
of  1866,  does  not  include  moneys  borrowed  by  him  from  time  to  time,  tempo- 
rarily, in  the  ordinary  course  of  his  business.  It  applies  only  to  the  property 
or  moneys  of  the  banker  set  apart  from  other  uses  and  permanently  invested 
in  the  business.  The  decision  of  the  District  Court  was  affirmed.  Mr.  Justice 
Field  delivered  the  opinion.  For  comments  see  page  840. 
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NEW  BANKS,  BANKERS,  AND  SAVINGS  BANKS. 

[Monthly  List ; continued  from  April  No.,  page  8i8.7 
Place  and  State.  Name  of  Bank.  N.  Y.  Correspondent. 

Little  Rock,  Ark German  Savings  Bank Donnelly  Lawson  & Co. 

Oakland,  Cal First  National  Bank 

West  Las  Animas,  Col  Bent  County  Bank 

Madison,  Ga Robson  & Metcalf Duncan,  Sherman  & Go. 

Havana,  III — ..  Havana  National  Bank 

Fairfield,  “ ...  Forth,  Robinson  & Co 

Quincy,  • 44  ...  German-American  Bank Importers  & Tra.  Nat.  Bank. 

Metamora,  44  ...  J.  W.  Page  8c  Co Kountze  Brothers. 

Pekin,  44  ...  Leonard  & Blossom Merchants*  Exchange  N.  B. 

South  Chicago  44  ...  Bank  of  South  Chicago N.  Y.  State  Loan  8c  Tr.  Co. 

Altamont,  “ ...  Altamont  Bank Kountze  Brothers. 

Auburn,  Ind First  National  Bank 

Malvern,  Iowa First  National  Bank 

Bloomfield,  44  Davis  County  Bank Kountze  Brothers. 

Clarinda,  44  Collins  & West George  Opdyke  & Co. 

Dexter,  44  Conger,  Pierce  8c  Co. Kountze  Brothers: 

Des  Moines,  44  Polk  & Hubbell Kountze  Brothers. 

Lineville,  44  ....  Farmers  & Merchants*  Bank  Kountze  Brothers. 

Baxter  Springs,  Kan.  Baxter  Bank Donnell,  Lawson  8c  Co. 

Marion  Center,  44  . Bank  of  Marion  Center....  George  Opdyke  8c  Co. 

Mayfield,  Ky First  National  Bank 

Catlettsburg,  44  Witten  8c  Davidson National  Park  Bank. 

Grayson,  44  Grayson  Banking  Co Fourth  Nat.  Bank,  Cincinnati. 

Baltimore,  *Md Middendorf  & Oliver Hallgarten  & Co. 

Benton  Harbor,  Mich.  Conger  Brothers Kountze  Brothers. 

Evart,  44  . Lumberman’s  Bank Leonard,  Sheldon  8c  Co. 

Lapeer,  44  . J.  M.  Wattles  & Co First  National  Bank. 

Tupelo,  Miss Exchange  Bk.  (F.  M.  Goar)  

Independence,  Mo...  Brown,  Hughes  8c  Co Donnell,  Lawson  8c  Co. 

Maryville,  44  . Baker,  Saunders  8c  Co Donnell,  Lawson  8c  Co. 

St.  Louis,  44  . Augustus  B.  Hart  & Co.  . ..  National  Currency  Bank. 

Waverly,  44  . Waverly  Bank Donnell,  Lawson  8c  Co. 

Nashua,  N.  H Second  National  Bank 

Clinton,  N.  J First  National  Bank American  Exchange  Nat.  Bk. 

Plainfield,  44  City  National  Bank 

Amsterdam,  N.  Y...  Manufacturers’  Nat.  Bank..  

Randolph,  44  ...  State  Bank  of  Randolph...  Importers  & Tra.  Nat.  Bank. 

Windsor,  44  ...  Windsor  Bk.  (G.  Dusenbury)  National  Currency  Bank. 

Arcanum,  Ohio Bank  of  Arcanum None . 

Allegheny  City,  Penn.  Third  National  Bank Third  National  Bank. 

Jenkintown,  44  . Jen  kin  town  National  Bank. . 

Pittsburgh,  44  .Diamond  National  Bank...  

“ 44  . Marine  National  Bank 

Millerslown,  44  . German  National  Bank 

Shaitm,  44  . Sharon  National  Bank Ninth  National  Bank. 

Chartiers  Boro’,  44  . Robert  P.  Burgan None. 

West  Fairview,  44  . West  Fairview  Savings  Bank  

Milwaukee,  Wis Belcher  8c  Co White,  Morris  8c  Co. 

Green  Bay,  44  Green  Bay  Savings  Bank  ..  First  National  Bank. 

Kenosha,  44  Dan  Head  & Co Central  National  Bank. 
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OFFICIAL  BULLETIN  OF  NEW  NATIONAL  BANKS, 

Authorized  March  25  to  April  17,  1875. 

The  Report  of  the  Comptroller  of  the  Currency  for  1874  shows  the  number 
of  National  Banks  which  had  been  organized  on  November  1st  of  that  year, 
was  2,200.  Since  that  date  49  new  banks  have  been  authorized  to  commence 
business,  their  aggregate  capital  being  $4,635,000.  The  names  of  these  have 
been  given  as  organized,  each  month,  in  the  Banker's  Magazine,  the  list 
being  completed  as  below  : 


Capital. 

No.  Name  and  Place.  President  and  Cashier.  A uthorised.  Paid. 

2238  First  National  Bank,  Joseph  R.  Lanning..  $50,000 

Auburn,  Ind.  James  V.  Hazzard.  $35,000 

2239  Manufacturers’  Nat.  Bank,  Adam  W.  Kline 100,00b 

Amsterdam,  N.  Y.  Charles  De  Wolfe.  50.000 

2240  Second  National  Bank,  Jeremiah  W.  White..  100,000 

Nashua,  N.  H.  Walter  A.  Lovering.  50,000 

2241  German  National  Bank,  Charles  Duffy 50,000 

Millerstown,  Penn.  John  Walker.  50,000 

2242  Havana  National  Bank,  Francis  Low 50,000 

Havana,  III.  Newton  C.  King.  50,000 

2243  City  National  Bank,  Elias  R.  Pope 150,000 

Plainfield,  N.  J.  Joseph  M.  Myers.  75,000 

2244  Sharon  National  Bank,  Joseph  Forker 200,000 

Sharon,  Penn.  Michael  Zahniser.  100,000 

2245  First  National  Bank,  Henry  S.  Hale 100,000 

Mayfield,  Ky.  Robt.  T.  Albritton.  50,800 

2246  First  National  Bank,  Robert  Foster 100,000 

Clinton,  N.  J.  N.  W.  *Voorhees.  ^ 55^43° 

2247  First  National  Bank,  J.  M.  Strahan 50,000 

Malvern,  Ohio.  L.  Bentley.  30,000 

2248  First  National  Gold  Bank,  B.  F.  Ferris 100,000 

Oakland,  Cal.  G.  M.  Fisher.  50,000 

2249  Jenkintown  National  Bank,  Samuel  W.  Noble 50,000 

Jenkinfown,  Penn.  Andrew  H.  Baker.  37.7&> 


THE  PREMIUM  ON  GOLD  AT  NEW  YORK, 


March — April,  1875. 


1874.  Lowest. 

Highest. 

I875. 

Lowest. 

Highest. 
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•CHANGES  OF  PRESIDENT  AND  CASHIER. 

( Monthly  List;  continued  from  April  No.,  page  817J. 


April,  1875. 

Name  0/  Bank.  Elected. 

First  N.  Gold  B.,  San  Francisco,  Cal.  R.  C.  Woolworth.OrL 
Shetucket  Nat.  Bank,  Norwich,  Conn.  Clar.  J.  Fillmore,  Cash. 
Merchants’  Nat.  Bank,  Savannah,  Ga.  J.L.Villalonger,./V./>./. 
Planters’  Loan  & S.  B.,  Augusta,  “ J.  T.  Newbery,  Cash.  . 

First  National  Bank,  Peoria III.  John  C.  Proctor,  Cash. 

People’s  Sav.  Bank,  Rockford..  “ Geo.  H.  Trufant,  Cash. 
First  National  Bank,  Union  City, Ind.  J.  S.  Johnson,  Pres.... 

Citiiens’Nat.  Bank, Davenport, Iowa.  E.  S.  Carl,  Cash....... 

First  National  Bank,  Grinnell..  “ H.  Lawrence,  Cash.  p.  t. 

Howard  Bank,  Baltimore Md.  Samuel  Edmonds,  j°rrj. 

Mt.  Holly  Nat.  Bk.,  Mt.  Holly,  N.  J.  O.  H.  P.  Emley,  Pres. . 

N.  Albany  Exchange  Bk., Albany,  N.Y.C.  P.  Williams,  Pres. . . 
u u “ “ Theo.  L.  Scott,  Cash. . . 

Flushing  and  Queens  ? Fiushin„  ..  Wm.  B.  Draper,  Pres. 
County  Bank $ s 

Barto  & Co.’s  Bk.,  Trumansburgh,  41  H.  L.  Hinckley,  Cash. . 
First  National  Bank,  Sidney,  Ohio.  W.  R.  Moore,  Cash.  .. 

Columbia  Nat.  Bank,  Columbia,  Pa.  George  Bogle,  Pres 

Keystone  Bank,  Philadelphia  . . “ Th.  Altman,  Act' g Pres. 

Phenix  Nat.  Bank,  Providence,  R.  I.  Geo.  E.  Martin,  Cash.* 
First  National  Bank,  Columbia,  Tenn.  Lucius  Frierson,  Cash. . 

First  National  Bank,  Denison,  Texas.  John  Scullin,  Pres 

Northfield  Nat.  Bank,  Northfield,  Vt.  Geo.  Nichols,  Pres 

Planters’  National  Bank,  Danville, Va.  W.N. Shelton yAct'V.  P. 
National  Bank  of  Fredericksburg,  “ John  M.  Wallace,  Cas  h. 
Mercantile  Bank  of  Norfolk....  “ W.  H.  Burroughs, /Vw. 


In  place  of 
N.  K.  Masten. 

J.  L.  Devotion. 
Henry  Brigham. 
Joseph  S.  Bean,  Jr. 
Hervey  Lightner. 
D.  H.  Ferguson. 

Hugo  Schmidt. 

C.  H.  Spencer. 
Peter  Kephart. 

T.  D.  Armstrong. 
Wm.  Gould. 

C.  P.  Williams. 

Morris  Franklin.. 
Geo.  T.  Spink. 
Chas.  C.  Weaver. 
John  Cooper. 

C.  M.  Clingan. 
Benj.  White. 

J.  B.  Childress. 

A.  D.  Jaynes. 
Alvin  Braley. 

Wm.  Ware. 

Wm.  J.  Baker. 


DISSOLVED,  DISCONTINUED,  OR  CHANGED. 

(Monthly  List,  continued  from  April  No.,  page  819.; 

Arkansas.— George  Brodie  & Son,  Little  Rock  (now  German  Savings  Bank). 
Dist.  of  Columbia. — Sherman  & Co.,  Washington  (now  Sherman  & Grant). 
Georgia.— Benjamin  W.  Robson,  Covington  (now  Robson  & Metcalf); 
William  L.  Lampkin  & Co.  and  B.  Pye  & Son,  Forsyth  (suspended)  ; Merchants 
& Planters’  National  Bank,  Augusta  (winding  up). 

Illinois. — Bank  of  Kewanee,  Platt  & Kellogg,  Newanee  (suspended);  Mason 
City  Bank,  Mason  City  (now  owned  by  F.  N.  Smith  & Co.);  S.  M. 

Biida  (now  S.  M.  Benedict  & Son);  T.  Bailey,  Camp  Point  Badey  & 

Seaton) ; First  National  Bank,  Pekin  (in  liq.,  succeeded  by  Leonard  & Blossom). 
Kansas. — Western  Financial  Association,  Alma  (closed). 

Massachusetts. — C.  H.  Bennett  & Co.,  Boston  (now  C.  H.  Bennett). 
Michigan.— R.  C.  Paine,  Niles  (deceased  and  business  discontinued); 
Miners’  Bank,  D.  G.  Stone,  Negaunee  (discontinued). 

Missouri.— A.  H.  Shindler  & Co.,  Waverly  (succeeded  by  Waverly  Bank). 
New  York.— Earl  & Newton,  Sandy  Creek  (diss’d,  now  O.  R.  Earl’s  Bank) 
Pennsylvania. — Allegheny  Real  Estate  Bank,  Allegheny  City 
National  Bank);  Farmers  and  Mechanics’  Bank,  Shippensburgh  (suspended). 
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NOTES  ON  THE  MONEY  MARKET. 

New  York,  April  22,  1875. 

Exchange  on  London , at  sixty  days ' sight , 4 87  a 4 ’87^  *H  grid. 

The  usual  course  of  the  money  market  during  the  month  of  April  has  been 
repeated  this  year.  The  large  aggregates  of  currency  which  have  been  employed 
for  the  ist  April  payments  come  back  to  the  financial  centers,  and  the  ease  of 
money  is  correspondingly  increased.  This  year,  fiom  obvious  causes,  much  less 
currency  than  usual  has  been  sent  to  the  interior  to  meet  these  Spring  payments, 
which  are  annually  made  in  Pennsylvania,  New  Jersey,  New  York,  and  Ohio. 
Consequently  the  money  market  was  not  rendered  stringent  last  month,  as  was 
expected.  But  the  flow  of  currency  from  the  country  has  begun  to  set  in,  and  the 
rates  for  loans  have  already  begun  to  show  a disposition  to  recede.  The  rates  for 
first-class  commercial  paper  are  5 to  6#.  Call  loans  are  3 to  5 per  cent,  on  stock 
collaterals,  and  a to  3 per  cent,  on  Governments.  The  Clearing-House  banks  show 
an  increase  in  their  reserve,  as  will  be  seen  from  the  subjoined  statement: 

Legal 

1875.  Loans.  Specie.  Tenders.  Circulation.  Deposits.  Exchanges* 

Mar  15 288,446,000  ..  7,075900  ..  51,342,900  ..  22,229,000  . . 223.501,200  . . 507,842,347 

*'  22....  283.358,100  ..  7,268,800  ..  52,131,800  ..  22231,900  ..  218,419,300  ..  425,078,449 

“ 29....  279,052,800  ..  8,282,800  ..  51,899.500  ..  21,534,800  ..  2x4,724.500  ..  419,438,325 

April  5 ...  279,554,600  ..  9,665,500  ..  49,836,800  ..  21,438,500  ..  214,876,100  ..  602,703,286 

“ 12....  278,263,200  ..  14,524,500  ..  48,419,900  ..  21,506,800  ..  215,893, 700  ..  490,196,720 

“ 19  ...  277,964,500  ..  14,0x3,200  ..  50,290,000  ..  21,332,800  ..  2x8,406,900  . . 462,114,850 

From  this  table,  it  will  be  seen  that  the  deposits  have  increased  to  ai8  millions, 
and  that  the  excess  of  reserves  above  the  legal  requirement  is  how  $9,701,475. 
Furthermore,  as  the  statement  is  made  up  on  rising  averages,  the  actual  condition 
of  the  banks  is  stronger  than  appears  from  these  figures.  Similar  deductions  might 
be  made  from  the  statement  of  the  Boston  banks,  which  compare  as  follows: 


1875.  Loans.  Specie.  Legal  Tenders.  Deposits.  Circulation. 

March  29 132,546,400  ...  533,730  ...  8,7x0,600  ...  73,999,500  ...  24,214,400 

Aprils  131,855. 100  ...  546,200  ...  8,558,000  ...  75,031,400  ...  24,584,900 

“ t* 132,260,300  ...  613,200  ...  8,537,500  ...  75,3x4,500  ...  24,777,100 

“ 19 132,3x2,000  ...  613,300  ...  8,570,300  ...  75,586.600  ...  24,845,600 


The  Philadelphia  banks,  though  their  movements  are  less  active,  show  similar 
indications  of  the  plethora  of  capital  and  the  accumulation  of  floating  funds  await- 
ing investment.  The  statements  show  the  following  results : 


1875.  Loans.  Specie.  Legal  Tenders.  Deposits.  C tradition. 

March  29 59,407,900  ...  132, 184  ...  16,023,336  ...  46,745*736  •••  »x,375»59J 

April  5 60,710,767  ...  138,292  ...  14,956,074  ...  47326,835  ...  11,347,680 

“ « 60,956,090  ...  136,100  ...  15, 102,371  47,979,773  • • *1,42®, 5*3 

“ 19 61,179,657  ...  175,611  ...  15,250,161  ...  49,273,430  ...  xi,443»*91 


The  Stock  Exchange  has  exhibited  considerable  activity.  Government  securities 
are  in  demand,  partly  on  speculation,  but  to  a great  extent  from  legitimate  invest- 
ors. The  demand  for  ten-forties  has  been  stimulated  by  the  fact  that  they  are  pre- 
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ferred  by  many  banks  for  deposit  against  circulation  at  Washington.  The  currency 
sixes  have  also,  for  a similar  reason,  shown  a considerable  amount  of  activity.  Mr. 
Bristow  has  lately  reversed  the  decision  of  Mr.  Boutwell  against  receiving 
these  currency  sixes  as  security  for  circulation.  As  they  are  a long  bond,  they  would 
be  an  extremely  good  investment,  with  gold  at  par. 

In  State  stocks  there  is  little  doing.  Railroad  bonds  show  considerable  activity, 
as  the  accumulation  of  capital  has  caused  a good  demand  for  sound  investment 
securities.  The  best  railroad  bonds  are  thus  strong  and  higher,  but  the  weak  and 
discredited  companies  are  still  neglected,  though  vigorous  attempts  are  made  to  attract 
to  them  the  public  attention.  Railroad  shares  are  less  excited,  and  the  recent 
speculation  has  not  as  yet  been  followed  by  the  anticipated  reaction.  Still,  at 
present,  the  average  business  of  the  Stock  Exchange  is  reported  at  over  a million 
shares  a week,  or  four  millions  a month,  equal  to  a par  value  of  nearly 
$50,000,000  a year  in  railroad  shares  alone.  Subjoined  are  our  usual  quotations: 


Quotations:  March  27 . 

April  2. 

April  8. 

April  15. 

April  22. 

Gold 

116 

..  .14 H 

1x5 

*155* 

»4  Ya. 

U.  S.  5 -20s,  1867  Coup. 

xaoH 

uoH 

*«5* 

***** 

tax# 

U.  S.  new  Fives  Coup . 

tisH 

114  K 

xx5* 

116H 

1165* 

U.  S.  Currency  Sixes 

** 9 5* 

II9K 

**9  H 

I2X 

*a45* 

West  Union  Tel  Co. . 

70  H 

77X 

78* 

77H 

77X 

N.  Y.  C.  & Hudson  R. 

rooji 

100  K 

*oxft 

*01 X 

102 

Lake  Shore 

74 J* 

74 

745* 

735* 

7*K 

Chicago  & Rock  Island 

106 

106K 

*°35* 

103  X 

*035* 

New  Jersey  Central . . . 

in* 

112tf 

112K  ' 

xx3 

Erie 

30 5* 

3* 

30 

31 H 

3*5* 

BUb  on  London 

4.82 

••  4.845* 

••  4855* 

..  4.865* 

4.87 

Treasury  balances,  cur. 

$ 45,978,045 

..  $42,790,884 

..  $42,141,097 

• • $43,034,086 

• • $ 4**854,825 

Do.  do.  gold 

53»479»°°4 

• • 55.343»458 

. . 56,686,062 

58.9*7.406 

• 6o.454.454 

. Subjoined  is  a list  of  dividends  of  different  corporations : New  York  Central 
and  Hudson  Railroad,  two  per  cent,  quarterly,  payable  April  15 ; Panama  Railroad, 
three  per  cent,  quarterly,  April  15;  Chicago  and  Rock  Island,  four  per  cent.,  April 
27;  Western  Union  Telegraph,  two  per  cent,  quarterly,  April  15;  Delaware,  Lack- 
awana  and  Western,  two  and  a-half  per  cent,  quarterly,  April  20;  Dubuque  and 
Sioux  City  Railroad,  two  and  a-half  per  cent,  quarterly,  April  26 ; Central  Railroad  of 
New  Jersey,  two  and  a-half  per  cent,  quarterly,  April  ao;  Pacific  Railroad  of  Mis- 
souri, one  and  a-half  per  cent,  quarterly,  April  20. 

The  question  of  defaulting  railroads  is  much  discussed  in  connection  with  the 
revival  of  railroad  enterprise.  The  total  amount  of  the  defaulting  bonds  is  reported 
as  reaching  $ 597,624,000,  and  the  number  of  defaulting  companies  at  129.  Of  this 
sum  it  is  variously  estimated  that  from  130  to  170  millions  are  held  in  Europe.  By 
a recent  State  report  we  find  that  there  are  thirteen  bankrupt  railroad  companies 
in  Illinois,  according  to  the  Committee  on  Railroads  in  the  Legislature  of  that 
State.  The  roads  represent  a total  of  2,287  miles  of  track,  and  with  an  aggregate 
debt  of  about  $64,500,000,  an  average  of  over  $28,000  per  mile.  Included  in  this 
debt  is  the  sum  of  about  $1,500,000  of  due  and  unpaid  State  and  local  taxes.  The 
Committee  concur  in  recommending  that  the  State  Treasurer  make  a demand  upon 
the  Receivers  for  payment,  and,  this  failing,  to  petition  the  courts  in  the  usual  way 
for  an  order  of  levy  and  sale. 

Foreign  exchange  has  exhibited  considerable  changes  during  the  month.  The 
price  of  banker’s  sterling  has  risen  from  4*82  a 4*83  a month  ago  to  4 87  a 4-87# 
to-day , closing  firm,  with  a tendency  to  a further  improvement. 

Gold  has  receded  from  the  high  premium  current  in  March,  and  a brisk  specu- 
lation has  reduced  the  price  to  114#-  An  advance  has  since  begun  on  the  expec- 
tation of  ui  export  demand  to  Europe  in  consequence  of  the  depletion  of  the  Bank 
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of  England  coin  reserve.  The  total  Exports  of  1874  from  toe  United  States  to 
Foreign  Ports  compare  as  follows  with  former  returns: 


1872.  1873.  1874. 

Domestic  produce $452,143,553  ....  $550,098,492  ....  $555.9*9.34* 

Foreign  do *6,694,395  ....  X7»659.375  *5,943.*** 

Foreign  specie 8,391,688  7,308,829  6,184,682 

Domestic  specie 9*. *95**36  56,263,496  66,544,393 

Total  exports $569,524,872  $631,330,192  ....  $642,599,628 


Some  months  ago  we  pointed  out  the  dangers  which  were  threatening  our  export 
trade  in  breadstuff’s  from  the  mistaken  policy  of  our  farmers,  and  from  a specula- 
tion which  advanced  the  prices  of  leading  staples  above  the  shipping  point. 
Our  predictions,  unfortunately,  were  verified,  and  our  exports  of  wheat  have  been 
for  some  months  smaller  than  they  ought  to  have  been.  On  the  Continent  and  in 
Great  Britain  they  are  obtaining  supplies  from  granaries  other  than  ours.  To 
demonstrate  this  fact,  we  compare  the  quantities  estimated  to  be  afloat  and  bound 
to  Great  Britain,  and  the  quantities  exported  from  this  port  to  all  countries  for  1874 


and  1875,  as  follows: 

1874.  1875. 

Afloat,  bound  to  Great  Britain,  April  3— quarters.  .1,335,870  1,507,000 

Exports  from  New  York  since  January  1 — bushels  7,620,000  4,460,000 


The  total  Foreign  Commerce  of  the  United  States  was  done  with  the  following 
countries  during  the  year  1874: 

Imports  from  Exports  to 

Great  Britain $168,718,742  $379,34x»&9° 

France 60,653,838  50,212,296 

Germany 40,756,468  64,654,012 

Canada 35.308.348  40,875,154 

Brazil 43,327,922  8.55*, 997 

China  and  Japan 24,927,003  3,195,262 

British  North  America 371,755  1,647,696 

British  West  Indies 4,182,377  . . 8,027,345 

Other  West  Indies 4,186,237  3,09*1830 

East  Indies 21,574,229  ......  1,466,882 

Mexico 12,091,998  6,249,163 

Holland  and  Belgium 8,782,054  28,664,368 

Cuba  and  Porto  Rico 82,372,509  24,607.561 

All  others 70,116,231  81,944,410 

Total $577,369.7**  $702,529,866 


To  show  the  proportion  of  our  foreign  commerce  done  in  American  ships  we 
give  the  following  statistics  of  the  value  of  goods  carried  to  and  from  foreign  ports 
and  the  United  States  in  the  three  years  before  the  war,  as  compared  with  the  last 
three  years  on  our  list,  indicating  the  part  which  went  in  American  ships  under  the 
American  flag.  The  first  three  years  are  fiscal  years : 


Carrying  Trade  of  the  United  States. 


Valut  carried 

Total  value  of 

in  American 

goods  imported 

ships. 

and  exported . 

*857-8 

$447»*9*»3°4 

$607,357,571 

*858-9 

465,74*,38i 

695,557,592 

1859-60 

507**47,757 

762,288,550 

1872 

358,225,415 

1,299,426,796 

*873 

3*6,  *07, 577 

*,3*7.489,6** 

*874 

1,279,899,577 

Before  the  war  more  than  two-thirds  of  all  the  carrying  trade  was  done  in  Amer- 
ican vessels  under  our  own  flag,  while  now  we  do  only  one-fourth  of  the  trans- 
portation in  our  own  ships.  The  change  is  caused  in  part  by  the  supplanting  of 
sailing  vessels  by  steamers,  but  in  part  it  is  due  to  preventable  causes. 
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On  the  Savings  banks  of  France,  the  Journal  Official  says  that  on  the  1st  of  January 
in  last  year  there  were  2,079,196  depositors  in  508  of  these  institutions,  whose  invest- 
ments were  535,096,737  francs,  or  $107,019,347,  in  addition  to  which  182,299,766 
francs,  or  $36,459,953,  had  been  withdrawn  during  the  year  preceding.  As  it  is 
very  much  the  practice  with  depositors  in  French  Savings  banks  to  withdraw  their 
capita]  when  it  amounts  to  about  500  francs,  for  the  purpose  of  investing  it  in 
Government  Rentes  or  obligations  of  the  City  of  Paris,  it  may  be  considered  that 
the  above  amounts  combined  represented  the  invested  savings  of  the  humbler  classes 
among  the  French  people.  From  this  it  would  appear  that  there  are  upwards 
of  two  million  persons  in  the  lower  ranks  of  French  society  whose  united  savings 
amount  to  more  than  seven  hundred  millions  of  francs,  or  twenty-eight  millions 
sterling,  and  who  prudently  prefer  the  positive,  though  insignificant,  interest  of  3# 
per  cent,  to  the  high  but  uncertain  profits  promised  by  glowing  speculations. 
These  two  millions  of  depositors  are  composed  of  working-men,  domestic  servants, 
clerks,  and  assistants,  small  masters,  little  shopkeepers,  and  the  like,  soldiers  and 
sailors,  benefit  societies,  and  minors  of  both  sexes.  During  1873,  75,795  working- 
men paid  into  these  banks  as  much  as  15,144,567  francs,  or  $3,028,913,  while 
35,272  domestic  servants  deposited  no  more  than  5,845,628  francs,  or  $ 1,169,125,  and 
57,614  persons  following  various  occupations,  14,556,609  francs,  or  $2,911,322.  It 
is  evident,  therefore,  that  a considerable  proportion  of  the  existing  classes  of  French 
working-men  are  distinguished  for  prudence:  their  yearly  savings  averaged  nearly 
aoo  francs,  or  $40,  per  head,  whereas  those  of  the  domestic  servants  were  only  165 
francs,  or  $33.  In  1835,  when  the  Savings  banks  were  legally  constituted,  the  depos- 
itors were  in  the  proportion  of  four  to  every  1,000  of  the  population.  Ten  years 
later  they  had  risen  to  20  in  the  i.ooo;  but  in  1855  they  had  only  increased  to  25. 
During  the  Empire,  however,  the  progress  was  more  rapid,  the  proportion  in  1865 
being  as  many  as  44;  while  in  1873,  spite  of  the  recent  national  misfortunes,  the 
stagnation  of  trade,  and  high  taxation,  the  depositors  had  steadily  increased,  num- 
bering no  less  than  57  in  the  1,000. 

With  regard  to  the  contraction  of  the  National  Bank  currency  due  to  the 
financial  legislation  of  June  20,  1874,  and  January  14,  1875,  a morning  paper  lately 
said  that  “the  solvent  National  banks  which  have  surrendered  their  circulation 
and  deposited  greenbacks  with  which  to  redeem  it,  may  redeposit  bonds,  withdraw 
the  greenbacks,  and  resume  their  circulation." 

.This  is  not  strictly  correct.  The  error  is  one  which  many  persons  have  enter- 
tained. It  is  corrected  by  one  of  our  financial  authorities,  Mr.  John  Thompson, 
Vice-President  of  the  First  National  Bank  of  this  city.  He  writes  as  follows  : 

“ Banks  that  have  surrendered  their  currency  by  depositing  United  States  notes 
cannot  reclaim  the  United  States  notes.  They  can  only  regain  their  former  posi- 
tion by  redepositing  bonds  and  taking  out  National  currency,  and  against  that 
reissue  of  National  currency  the  80  per  cent,  of  legal  tenders  must  be  withdrawn, 
until  the  outstanding  greenbacks  fall  to  $300,000,000.  This  lays  the  foundation 
for  a more  active  and  positive  contraction  than  would  take  place  under  the  con- 
struction of  the  law  which  you  give.  Banks  that  have  deposited  legal  tenders 
and  withdrawn  their  bonds  can  resume  their  position  only  by  taking  out  new 
currency. 

“ To  place  the  question  simply  before  the  public,  the  subjoined  table  shows  the 
positive  contraction  that  has  taken  place  since  the  passage  of  recent  acts  of 


Congress,  made  up  on  the  1st  of  April,  as  follows: 

April  x. 

National  bank  notes  contracted  by  depositing  greenbacks. $ 17,396,037 

Less  new  National  bank  circulation  issued  up  to  April  x,  1875 3.556,600 

$ *3>739»437 

Add  greenbacks  retired,  viz.,  80  per  cent  on  $ 3,556,600  new  National  Bank  circu- 
lation issued  up  to  date,  April  x 3,845,380 

Absolute  contraction  from  June  ao,  1874,  to  April  x,  1875 $*6,584,717 
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“ Since  the  istof  April  there  has  been  an  active  continuance  of  the  same  movement, 
and  at  this  date  the  positive  contraction  is  $ 17,000,000  in  round  figures.” 

The  Foreign  Imports  at  New  York  in  March  compare  as  follows : 


1873.  1874.  1875. 

Entered  for  consumption $ 18,635,391  $ 18,498,458  6 15,821,051 

Entered  for  warehousing 12,697,010  11,761,814  11,458,257 

Free  goods 11,303,532  12,188,280  8,248,598 

Specie  and  bullion 814,688  ..  . 150,894  2,761,677 

Total  entered  at  port $43,440,621  $43,599,446  $38,289,585 

Withdrawn  from  warehouse 12,192,307  10,353,756  ....  8,714,383 


The  Foreign  Imports  at  New  York  for  nine  months,  ending  March  31,  are  nearly 
equal  to  those  of  1874,  and  fall  short  of  the  aggregate  of  187a  by  45  millions  of 
dollars. 


1873- 

1874. 

1875. 

Si*  months 

• $177,517,854  • 

...  $175,110,736 

January 

37.803,691 

30,310,679  . 

24,831,250 

February 

38,860,517 

35.439,638 

36.923.36° 

March 

43,440,621 

42  599,446 

38,289,583 

Total  nine  months. 

$319,430,879 

. $ 285,867,617 

...  $975,154,929 

Deduct  specie 

5.879,310 

. 16,886,598 

8,074,782 

Total  merchandise 

• $3*3, 55«.669 

. $268,981,019 

...  $267,080,147 

The  Duties  received  at  the  port  of  New  York 

are 

reported  below : 

1873. 

1874 

1875. 

Six  months 

•••  $64,393,092  93 

$53,535.4i9<>5  • 

$ 54.213,434  *6 

In  January 

10,763,626  44 

10,042,084  05 

8,072,846  12 

In  February 

...  13,893,637  89 

10,186,365  08 

11,811,046  95 

In  March 

12,101,374  64 

10,793,792  81 

10,323.619  78 

Total  nine  months 

. ..$  100,151,631  90 

$ 84,557,660  99  . 

$ 84,420,947  or 

The  total  Exports  from  New  York  to  Foreign 

Ports  in  the  month 

of  March  are 

as  subjoined: 

1873- 

1874. 

1875. 

Domestic  produce 

....  $21,045,792 

. $23,099,528 

. . . $ 18,669,717 

Foreign  merchandise,  free 

331,644 

191.435 

35i  9°6 

do.  dutiable 

604,773 

618,255 

. • 56o,539 

Specie  and  bullion 

3.570,432 

2,537,822 

3,142,066 

Total  exports 

$25,552,641 

; $ 25,447,040 

$ 22,724,228 

do.  exclusive  of  specie. 

22,909,218 

19,582,162 

The  total  Exports,  exclusive  of  specie,  from  New  York  to  Foreign 

Ports,  for  nine 

months  ending  with  March  31, 

compare  as  follows : 

1873- 

1874. 

1875. 

Six  months  ending  January  1 

— $130,400,8x4 

. $160,757,5-4 

$ 140,508,524 

January 

— 20,050,550 

93*455,638 

19  291,403 

February 

....  21,139,002 

20,725,611 

18111,985 

March 

....  21.982,209 

22,909,2x8 

19,582,162 

Total  produce 

••••  $193,572,575 

. $227,847,991 

..  $197,494,074 

Add  specie 

49,213,008 

29,019,569 

48,905.477 

Total  exports 

....  $242,785,583 

. $256,867,560 

..  $246,399,55* 
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THE  PUBLIC  DEBT  AND  ITS  LIQUIDATION. 

Several  causes  have  tended  of  late  to  attract  the  public  atten- 
tion at  home  and  abroad  to  the  heavy  liquidation  which  has  been 
effected  of  the  National  debt  of  the  United  States.  The  recent 
budget  of  the  English  Chancellor  of  the  Exchequer  has  suggested 
to  several  of  the  London  newspapers  to  contrast  the  financial 
policy  of  this  country  with  that  of  Great  Britain.  We  must  do 
our  leading  contemporaries  the  justice  to  acknowledge  that  their 
comments  for  the  most  part  are  not  tinged  with  the  prejudice 
which  has  sometimes  disfigured  English  essays  on  American 
finance.  The  London  Times  takes  occasion  to  blame  the  supine- 
ness of  European  statesmen  and  of  British  Cabinets,  and  says  of  the 
efforts  we  have  made  to  pay  off  our  National  debt  that  “ the 
United  States  in  this  respect  shows  the  high  spirit  of  a nation 
conscious  of  a great  destiny,  and  anxious,  above  all  things,  that 
no  shortcomings  of  the  present  generation  shall  interfere  with  the 
teachings  their  children  have  received.” 

Another  circumstance  which  has  helped  to  direct  the  public  at- 
tention to  our  Government  bonds,  is  the  frequent  calls  of  five- 
twenties  which  have  been  issued  of  late.  We  publish  elsewhere 
the  particulars  of  the  nineteenth  of  these  calls.  It  is  for  five  mil- 
lions, and  matures  15th  August.  The  bonds  are  nearly  all  held 
in  Europe ; and  the  call  is  made  at  the  request  of  the  Syndicate, 
who  are  reported  to  have  sold  to  the  National  Banks  a consider- 
able amount  of  the  new  fives,  of  which  securities  the  Syndicate  have 
a monopoly.  Of  the  former  calls  15  millions  matured  1st  May; 
5 millions  more  mature  1st  June;  30  millions  nth  June;  5 
millions  20th  July;  and  5 millions  1st  August.  Adding  these  six 
outstanding  calls  together  we  find  the  total  is  65  millions ; of 
which  35  millions  are  for  the  Syndicate,  and  30  millions  for  the 
sinking  fund.  There  have  been  some  complaints  about  the  small 
60 
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amount,  frequent  issue  and  petty  character  of  these  calls,  but  the 
objection  lies  rather  against  the  peculiar  conditions  of  the  original 
contract  with  the  Syndicate ; for  it  cannot  be  denied  that  on  their 
part  the  Syndicate  have  fulfilled  their  stipulations  and  engage- 
ments to  the  Treasury.  Indeed,  in  the  last  call  the  Syndicate 
have  exceeded  their  “ firm  ” bid  by  5 millions,  and  the  report  is 
current  that  they  intend  to  take  a large  additional  amount  of  the 
new  fives  under  their  March  contract  with  Mr.  Bristow. 

VVe  should  be  glad  to  set  down  as  a third  cause  attracting  at- 
tention to  our  Government  securities,  the  success  of  the  efforts  to 
popularize  them  abroad.  When  the  Funding  Act  of  14th  of  July, 
1870,  was  under  discussion  in  Congress,  Mr.  Boutwell,  then  Sec- 
retary of  the  Treasury,  made  special  inquiries  with  a view  to  find 
out  what  prospect  there  might  be  for  negotiating  in  Europe  a 
great  funding  loan  at  4 per  cent.  This  project  was  by  no  means 
new.  It  was  proposed  early  in  the  war  to  open  subscriptions 
simultaneously  in  London,  Paris,  Amsterdam,  Frankfort  and  New 
York,  on  a plan  somewhat  similar  to  that  afterward  adopted  with 
so  much  success  for  the  negotiation  of  the  French  war  loans. 
Since  1864,  when  this  scheme  was  agitated,  it  has  often  revived  in 
various  shapes  and  it  consequently  was  no  novelty  when  Mr. 
Boutwell  took  it  up  after  his  appointment  as  Secretary  of  the 
Treasury  in  1869.  His  inquiries  on  the  subject  led  him  to  the 
opinion,  which  was  also  held  by  the  best  financial  authorities,  that 
there  was  in  Europe  an  abundant  supply  of  capital  that  would 
be  eager  to  invest  itself  in  4 per  cent,  long  bonds  of  the  United 
States,  if  the  owners  of  this  capital  could  only  be  made  aware  of 
the  intrinsic  value  of  our  Governments  in  comparison  with  other 
securities ; of  which  the  four  per  cents  sell  freely  at  par.  The  ques- 
tion was,  how  the  u financial  engineering  ” should  be  begun,  by  which 
an  adequate  current  from  the  grand  reservoir  of  floating  capital  in 
Europe  could  be  turned  this  way  so  as  to  irrigate  a new  field  and 
reach  our  securities. 

This  question  Mr.  Boutwell  thought  he  had  solved,  and  public 
opinion  agreed  with  him  both  in  and  out  of  Congress.  His  plan 
was  embodied  in  the  Act  just  referred  to,  which  was  passed  in 
the  confident  hope  that  it  would  enable  the  Secretary  to  fund 
during  the  next  year  or  two  the  whole  of  the  6 per  cent,  five- 
twenties,  of  which  1,300  millions  were  then  redeemable  under  the 
five  years  option.  The  law  authorized  the  issue  of  a thousand 
millions  of  4 per  cents.  And  to  aid  in  working  them  off  300 
millions  of  per  cents,  were  sanctioned  and  200  millions  ot 
fives.  ^Unforeseen  obstacles  caused  delay,  and  on  the  20th  ot 
January,  1871,  Congress  authorized  300  millions  more  of  5 per 
cents.,  making  500  millions  altogether.  Of  these  500  millions,  the 
Treasury  had  sold  360  millions  when  the  debt  statement  of  the 
1 st  of  May  was  made  up.  We  had  therefore  at  that  time  140 
millions  of  fives  unsold,  and  not  a single  bid  has  ever  been  re- 
ceived for  either  the  4 or  4 y2  per  cents,  since  the  law  was 
passed.  When  the  35  millions  of  new'  fives  reported  above  as 
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contracted  for,  have  been  bought  by  the  Syndicate  and  paid  for, 
the  total  negotiations  under  the  pending  law  of  14th  July,  1870, 
will  amount  to  395  millions.  This  conversion  of  395  millions  of 
6 per  cents,  into  the  new  fives  will  effect  a yearly  saving  in 
interest  on  the  debt,  of  nearly  four  millions  of  dollars,  which  is 
something  over  one-eighth  of  the  saving  that  Mr.  Boutwell  and  his 
friends  at  one  time  predicted. 

Some  persons  blame  Mr.  Boutwell,  or  his  agents  and  successors, 
for  the  delays  or  disappointments  which  have  made  the  work  of 
refunding  both  tedious  and  costly.  It  has  been  alleged  that  the  com- 
missions and  other  expenses  paid  by  the  Treasury  for  the  conver- 
sion of  the  395  millions  above  reported,  exceed  the  amounts  paid 
as  commissions  and  expenses  for  the  negotiation  of  an  equal  amount 
of  the  five-twenties,  though  the  latter  were  issued  in  time  of  war, 
and  as  an  original  loan,  while  the  new  fives  were  not  an  original 
loan,  but  merely  a conversion  of  one  class  of  securities  into  another 
of  longer  date,  and  in  time  of  peace.  But  it  is  not  fair  to  blame 
these  gentlemen  because,  under  the  operation  of  the  fourteen  calls 
of  bonds  which  have  already  matured,  the  European  aggregate  of 
investments  in  our  Government  bonds  have  fallen  off  instead  of 
increasing,  as  was  intended.  We  do  not  find  it  an  easy  task  to 
judge  between  the  different  estimates,  but  our  foreign  bankers  com- 
pute the  return  of  Government  bonds  from  Europe  at  35  to  60 
millions  since  the  panic.  It  would  be  short-sighted  to  charge  these 
and  other  circumstances  to  the  Syndicate  or  to  the  Treasury  offi- 
cers who  have  employed  them.  The  outbreak  of  the  French  war 
occurred  at  an  unpropitious  time.  It  convulsed  the  money  markets 
of  Europe,  which  are  only  now  beginning  to  recover  their  equili- 
brium. The  causes  of  perturbation  have,  many  of  them,  ceased  to 
operate;  and  what  Mr.  Boutwell  said  in  1869  about  the  feasibility 
of  negotiating  our  four  per  cent,  conversion  loan  in  Europe,  is 
better  founded  now  than  in  the  year  he  uttered  it.  The  time  seems 
to  be  approaching  for  a new  departure  in  regard  to  the  funding  of 
the  debt,  and  Mr.  Bristow,  we  trust,  will  not  be  slow  to  seize  the 
opportunity. 


THE  BANK  CONVENTION  AT  SARATOGA. 

The  Convention  which  we  announced  last  month  has  received 
a number  of  favorable  notices  from  leading  journals.  Inquiries 
have  been  made  about  it  which  sufficiently  indicate  the  lively 
interest  that  some  of  our  bank  officers  and  private  bankers,  here 
and  in  the  country,  are  disposed  to  entertain  in  regard  to  the 
scheme.  We  are  informed  that  the  Committee  of  Arrangements 
intend  shortly  to  hold  a preliminary  meeting  in  this  city,  after 
which  we  shall  be  able  to  say  more  about  what  is  intended  to  be 
done.  We  hope  the  present  Convention  will  have  the  success, 
without  the  defects,  of  the  Bank  Convention  which  was  held  in 
this  city  about  ten  years  ago.  That  meeting,  unlike  the  present 
one,  was  open  to  the  National  Banks  alone.  It  was  a special 
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gathering  of  the  members  of  the  National  Banking  System,  which 
was  then  in  its  infancy.  It  did  good  in  various  ways,  and  espe- 
cially by  the  firm  union  it  cemented  among  the  National  Banks, 
which  has  to  this  day  continued  to  be  one  of  the  distinguishing 
features  of  the  National  organization.  Never  before  nor  since  was  an 
attempt  made  by  a Convention  to  give  expression  to  that  unity 
and  solidarity  which  Mr.  Chase  and  Mr.  McCulloch  tried  so 
successfully  to  give  to  the  National  Banking  organism.  Among 
the  advantages  conferred  by  this  firm  union  of  the  banks,  a con- 
spicuous place  is  claimed  for  the  monetary  stability  which  the 
country  enjoyed  for  some  years  after  the  National  Banking  system 
was  set  up. 

The  present  Convention,  however,  is  not  restricted  to  any  one 
class  of  banks  or  bankers.  The  circular  of  invitation,  which  we 
print  elsewhere,  invites  not  only  the  officers  of  National  Banks, 
but  those  of  private  banks,  and  of  State  Banks  also.  These  three 
classes  of  institutions  are  valuable  and  independent  parts  of  our 
financial  machinery,  and  notwithstanding  the  emulation  and  busi- 
ness rivalry,  the  difference  of  constitution  and  the  conflicting 
claims,  which  may  often  seem  to  alienate  and  separate  them,  they 
have  numerous  bonds  of  common  interest,  and  must  ever  be  re- 
garded as  members  of  the  same  general  system  and  battalions  oi 
the  same  financial  army.  As  the  Bank  Convention  of  1865,  with 
its  narrow  objects,  was  found  useful,  we  may  expect  that,  with 
equally  good  management,  our  banking  prosperity  throughout  the 
country  will  be  still  more  indebted  to  the  Bank  Convention  of 
1875.  If,  however,  this  result  is  to  be  achieved,  several  indispen- 
sable conditions  have  previously  to  be  secured. 

First  of  all,  the  purposes  of  the  meeting  must  be  clearly  deter- 
mined, and  its  programme  judiciously  carried  out.  The  Conven- 
tion is  to  last  three  days,  and  twelve  or  fifteen  hundred  bank 
officers  are  expected  by  the  Committee  to  be  present.  So  large 
an  assemblage  of  practical  men,  if  they  are  to  discuss  intelligent!}' 
subjects  of  common  interest,  and  to  decide  judiciously  questions 
submitted  to  them,  will  need  to  have  their  deliberations  aided  by 
brief  written  papers,  on  specific  subjects,  prepared  beforehand. 
Each  paper,  when  read,  will  suggest  discussion,  a report  of  which, 
together  with  the  papers,  documents  and  minutes  of  the  meeting, 
should  be  carefully  prepared  for  publication. 

We  need  not  do  more  than  suggest  these  obvious  hints.  If  the 
Committee  wish  to  make  the  Convention  as  useful  as  it  might  and 
ought  to  be,  they  will  have  to  labor  very  hard  for  a considerable 
time,  and  the  few  weeks  remaining  before  the  20th  of  July  will 
need  to  be  well  spent.  The  task  of  choosing  proper  subjects, 
and  giving  them  to  the  best  men  for  discussion  in  written  papers, 
has,  no  doubt,  received  the  attention  of  the  Committee;  but  we 
are  not  informed  how  far  these  previous  arrangements  have  pro- 
ceeded. The  banking  community  will  look  with  some  interest  for 
further  information  about  this  Convention,  the  purposes  of  which 
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are  of  great  practical  importance  for  several  reasons : First,  because 
the  expected  approach  of  specie  payments  will  bring  an  enormous 
pressure  to  bear  upon  every  part  of  our  banking  system — upon  the 
National  Banks  no  less  than  upon  the  State  Banks  and  the  private 
bankers.  It  is  natural  that,  in  anticipation  of  this  pressure,  the 
various  members  of  our  banking  organism  should  cling  together, 
just  as  the  battalions  of  an  army  concentrate  on  the  eve  of  a gen- 
eral engagement.  Secondly,  there  are  some  indications  of  impend- 
ing changes  in  the  distribution  of  our  banking  body.  Whether  the 
result  will  be  a desertion  of  the  National  system  and  the  return  to 
the  State  system,  on  the  part  of  any  considerable  number  of  our 
banks,  is  disputed.  But  it  is  well  that  the  bank  officers  and  pri- 
vate bankers  should  have  an  opportunity  of  meeting  together  and 
talking  over  these  questions,  whose  importance  is  public,  as  well  as 
private  and  personal.  We  need  not  say  that,  as  the  Convention 
is  to  sit  so  short  a time,  there  should  be  no  opportunity  for  theo- 
rists to  read  interminable,  crude  essays  on  subjects  having  no  prac- 
tical relation  to  the  immediate  work  of  the  meeting.  Of  course, 
invitations  should  be  sent  to  prominent  bankers  and  financial  men 
in  Canada,  as  well  as  to  any  distinguished  French,  German  or 
English  financiers,  of  whom  several  will  probably  be  visiting  us 
in  this  country  at  the  time,  and  may  be  glad  to  attend  the  Con- 
vention. 


PAPER  CIRCULATION  IN  GERMANY  AND  FRANCE. 

Both  France  and  Germany  have  modified  and  almost  recon- 
structed their  currency  systems  in  consequence  of  the  Franco-Prus- 
sian  war.  The  Imperial  Bank  of  Germany  issued  its  first  weekly 
statement  under  the  new  law  on  the  7 th  April  last.  The  Bank  of 
Prussia  is  now  merged  into  this  new  institution.  The  capital  of 
the  Imperial  Bank  we  find  reported  at  65,720,000  reich-marks; 
its  surplus  at  18  millions;  its  notes,  797  millions;  its  deposits,  152 
millions;  its  loans  and  discounts,  396  millions;  and  its  gold  reserve, 
603  millions.  It  is  pointed  out  that  the  new  bank  opened  busi- 
ness with  1 1 7 millions  less  of  loans  and  discounts  than  were  report- 
ed by  the  Bank  of  Prussia  on  the  23d  of  October,  1874.  In  the 
loans  of  the  statement  of  the  23d  of  April  a further  reduction  was 
reported  of  14  millions  of  reich-marks,  though  the  deposits  had 
increased  6 millions. 

We  shall  give  in  our  next  issue  some  account  of  the  law  under 
which  the  recent  revolution  has  been  made  in  the  German  paper  cur- 
rency. For  many  years  the  various  States  of  Germany  have  had 
a considerable  number  of  institutions  of  credit  duly  recognized  and 
regularly  constituted.  These  banks  have  assumed  an  extraordinary' 
development  since  18 66,  and  have  put  in  circulation  an  enormous 
mass  of  paper  which  their  metallic  reserves  were  far  from  covering. 
Several  of  these  establishments,  from  the  old  Bank  of  Prussia  down 
to  those  of  the  smallest  States,  have  been  connected  with  the  Govern - 
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ment  by  reciprocal  relations.  The  circulation  of  the  notes  of  the 
Prussian  Bank,  for  example,  which  in  1866  was  only  160  millions 
of  marks,  was  increased  to  nearly  750  millions  in  the  years  1871 
to  1873,  so  that  it  has  quintupled  in  the  interval  of  sixteen  years. 
For  some  time  past,  public  opinion  has  been  demanding  a reform 
of  the  paper  system.  The  new  bill  allows  the  diversity  of  banks  to 
subsist,  but  reduces  the  aggregate  of  the  notes ; moreover  it  subjects 
to  precise  legislation  banks  which  had  become  too  accustomed  to 
loose  regulations  or  too  prone  to  perilous  elasticity  and  expansion. 
The  bill  lays  a tax  on  the  excess  of  paper  circulation  not  covered 
by  the  reserve  in. specie.  The  aggregate  currency  issued  by  the 
German  banks,  in  1872,  before  the  recent  inflation,  amounted  to 
320  million  thalers,  or  960  million  reich-marks,  as  is  seen  by  the 
following  table  from  the  Almanack  de  Gotha : 


Statistics  of  the  Banks  of  Germany,  January  if  1872. 

( In  thousands  of  thalers.  ) 

Assets.  Liabilities. 

When  Coin  and  BiUs  of  Notes  in  Defo~  Other 
Banks.  founded,  bullion,  exchange,  circulation,  sits,  liabilities- 


Prussian  Bank  in  Berlin 1766  .. 

Berlin  Cash  Association 1850  .. 

Koenipsberg  Private  Bank  (in  liquid’n)...  1856  .. 

Dantzig  Private  Bank 1857  .. 

Property-holders’  Bank  of  Pomerania 1824  . . 

Provincial  Bank  of  Posen 1857  . . 

City  Bank  of  Breslau 1856  .. 

B’k  for  Prus’n  Upper  Lusatia  in  GoerKtz. . 1856  . . 

Magdeburg  Private  Bank 1866  . . 

Hanover  Bank 1866*.. 

Frankfort  Bank 1854  •• 

Hessian  Bank  in  Hamburg 1855  .. 

Cologne  Private  Bank 1856  .. 

Saxon  Bank  in  Dresden 1865  . . 

Bank  for  South  Germany  in  Darmstadt. . . 1855  • • 

Bank  of  Weimar 1853  .. 

Brunswick  Bank 1853  . . 

Private  Bank  of  Gotha , 1856  .. 

Anhault  Dessau  Bank , 1847  . . 

Thuringian  Bank  in  Sonders hausen. 1856  .. 

Bank  in  Gera 

Commerce  Bank  in  Lubeck 1865  .. 

Bremen  Bank 

Total 


58,103  • 

**4.996  .. 

242,242  . 

*0,577 

10.851 

534  * 

*,553  • 

7*5  • 

**,9°4 

59  • 

188  .. 

*75  • 

6 

340  . 

3.671  . . 

948'. 

1.158 

*38 

361  . 

3, >75  •• 

1,056 

805 

3”  • 

>,535  •• 

>47 

*9 

335  • 

I® :: 

1,625  • 

960  . 

988 

95 

III: 

8: 

383 

*,«7 

5 

>,*35 

2,916  . . 

3,553  • 

283 

1,293 

15,001  . 

11,907  •• 

: 

118 

9.977 

90  . 

179  .. 

338  • 

:: 

1,000  . 

>,337 

9,**5  • 

20,988  . 

6,877  . 

62 

*.759 

*,484 

6.535  • 
3, *62  .. 

539 

i,»8a  . 

3,065  • 

>.335 

1,600 

2,069 

>.384  • 

4,764  • 

4.487  • 

i,oai  . 

2,960  . . 

2,568  . 

‘28 

i,y>7 

*53 

x,oo6  . . 

998  . 

3*3 

*«9 

770  . 

*,430  • 

3.000  . 

*7* 

4*o 

1,064  . 

2,978  .. 

2,m8  . 

120 

1,229 

jM: 

>,334  • 

10,476  . 

786  . 
5,553  • 

63 

6,814 

1,20* 

I38 

too, 272 

>95,59* 

319,960 

34.869 

47.946 

With  regard  to  the  French  circulation,  it  has  consisted  of  specie 
ever  since  the  disastrous  collapse  of  the  assignats.  Under  the 
Second  Empire  an  enormous  expansion  of  the  material  wealth  and 
productive  industry  of  France  have  created  a need  for  paper  cir- 
culation, and  the  want  has  been  supplied  with  singular  wisdom 
and  success  by  the  Bank  of  France.  When  specie  payments  were 
suspended  in  1870,  the  Bank  of  France  obtained  control  of  the 
whole  field  of  the  circulation.  The  extraordinary  skill  with  which 
the  Bank  has  discharged  the  trust  will  long  command  the  admira- 
tion of  economists  and  statesmen. 

The  Journal  des  Debats  publishes  the  following  statement,  ob- 
tained from  an  official  source,  as  to  the  present  circulation  of  the 
Bank  of  France.  The  number  of  French  notes  in  circulation,  both 
in  France  and  abroad,  is  33,887,195,  made  up  as  follows:  Six  of 
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5.000  francs*;  822,297  of  1,000  francs;  431,922  of  500  francs;  4,094 
of  200  francs;  9,698,075  of  100  francs;  6,410,499  of  50  francs; 
190,150  of  25  francs;  14,986,159  of  20  francs;  1,342,701  of  5 
francs;  and  1,292  of  various  sums  now  in  disuse,  the  whole  repre- 
senting a total  value  of  2,641,081,935  francs  ($528,216,387). 
Upon  the  26th  of  December,  1873,  the  total  value  of  the  notes 
issued  by  the  Bank  of  France  and  its  branches  was  2,807,689,600 
francs  ($561,537,920).  This  total  had  risen,  upon  the  15th  of 
January,  1874,  to  2,916,356,100  francs  ($583,271,220),  but  it  fell 
in  June  of  the  same  year  to  2,462,155,600  francs  ($492,431,120). 
The  law  passed  at  Versailles  on  July  15,  1872,  enacted  that  the 
maximum  circulation  of  notes,  fixed  by  the  law  of  December  29, 
1871,  at  2,800,000,000  francs  ($560,000,000),  should  be  raised  to 
3,200,000,000  francs  ($  640,000,000).  The  Bank  of  France,  it  will 
be  observed,  though  its  notes  have  always  been  maintained  at 
their  full  value,  has  been  doing  all  in  its  power  to  hasten  the  re- 
sumption of  specie  payments.  Thus,  for  instance,  when  the  silver 
five-franc  pieces  made  their  way  back  to  France  in  large  quantities, 
the  Bank  availed  itself  of  the  opportunity  to  put  them  in  circula- 
tion, and  to  withdraw  the  small  five-franc  notes  which  had  been 
substituted  for  them.  This  measure  was  found  to  answer  its  pur- 
pose, for  the  number  of  notes  struck  off  was  very  much  reduced, 
while  the  five-franc  pieces  in  circulation  are,  to  within  a few  mill- 
ions of  francs,  as  numerous  now  as  they  were  before  the  war. 

The  return  of  the  gold  into  the  coffers  of  the  Bank  at  length 
enables  it  to  apply  a similar  measure  to  the  20-franc  notes.  No 
more  of  them  will  be  issued,  their  place  being  taken  by  the  20- 
franc  gold  piece,  which  cannot  well  be  called  a “louis”  or  a 
“napoleon.”  The  official  returns  of  the  notes  issued  in  1874  are 
as  follows: — 731,000  notes  of  1,000  francs;  300,000  of  500  francs; 

3.625.000  of  100  francs;  4,500,000  of  50  francs,  and  4,300,000  of 
20  francs,  making  altogether  13,456,000  notes  of  a collective  value 
of  1,254,500,000  francs  ($250,900,000).  This  issue,  rendered  nec- 
essary by  the  requirements  of  the  service,  shows  a diminution  as 
compared  with  the  issue  of  1873,  °f  38,822,000  notes  upon  a sum 
of  43,500,000  francs  ($  8,700,000).  The  details  of  the  notes 
burned,  canceled,  or  otherwise  destroyed,  are  as  follows : One  note 
of  5,000  francs,  369,300  of  1,000  francs,  168,400  of  500  francs, 
19,400  of  200  francs,  951,007  of  100  francs,  314,000  of  50  francs, 
or  1,822,107  notes,  representing  a value  of  568,185,700  francs 
($113,637,140),  were  canceled.  The  system  of  burning  notes, 
abandoned  in  1869,  was  resumed  in  1873  and  continued  in  1874; 
but,  experiments  of  a new  system  of  destroying  disused  notes  by  a 
chemical  process  having  proved  very  satisfactory,  the  Bank  of 
France  finally  determined  to  discontinue  burning  them,  upon  the 
1st  of  December  last  year.  During  the  first  eleven  months  of 
1874,  1,989,553  notes  had  been  burned,  and  in  the  month  of 

* Few  of  our  readers  need  to  be  reminded  that  the  5,000-franc  note  of  the  Bank  of  France 
is  about  equivalent  to  $1,000  in  gold;  the  1,000-franc  note  to  $200;  the  200-franc  note  to 
$ 40 ; die  1 00- franc  note  to  $ 20 ; the  50-franc  note  to  $ 10 ; the  75-franc  note  to  $ 5 ; the  20- 
franc  note  to  $4;  and  the  5-franc  note  to  $1. 
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December  560,225  were  destroyed  by  the  new  chemical  process. 
They  were  composed  of  579,201  notes  of  1,000  francs,  237,600  of 
500  francs,  64,500  of  200  francs,  one  of  250  francs,  1,379,276  of 
100  francs,  and  289,000  of  50  francs,  making  altogether  2,549,576 
notes,  representing  a total  value  of  863,278,850  francs  ($172,655,- 
770).  Lastly,  the  number  of  notes  withdrawn  from  circulation 
during  1874  amounted  to  41,248,006,  or  5,301,993  more  than  in 
1873.  In  continuation  of  the  statistics  of  the  Bank  of  France, 
given  on  page  101  of  our  August  issue,  we  compile  the  subjoined 
table  of  the  chief  figures  for  the  last  six  months.  It  will  be  seen 
that  the  circulation  has  fallen  from  3,012  million  francs  in  Novem- 
ber, 1873,  to  less  than  2,500  millions  at  present.  The  figures  indi- 
cate hundreds  of  thousands  of  francs,  five  ciphers  being  omitted. 


Movements  of 

the  Bank  op  France. 

Date. 

Private 

Public 

Rot! 

*874-5- 

Nates. 

Coin . 

Discount. 

Loans. 

Deposits. 

Deposit*. 

Per  Cen. 

October  22. 

..  2.544-3 

1,265*4 

■ 687-4 

108*0 

. 212*6 

- 146-3 

4*5 

“ 29.. 

..  2,551*  I 

1,268*6 

. 689-8 

106  *7 

• 199-8 

. 156*1 

— 

November  5. 

..  2,572-7 

1,271*9 

- 713-6 

108*4 

- 204-5 

. 152*6 

— 

44  12. 

••  2,569*3 

I>2ZZ*4 

- 717-5 

99.9 

. 215*2 

. 152*5 

— 

“ 19* 

..  2,551*9 

1,288*7 

- 708-3 

ioo*6 

. 230*8 

. 151*0 

— 

44  26. 

2,548*4 

1.297*4 

- 702-5 

90*6 

- 237*4 

- 151*9 

— 

December  3 

2,585*8 

1,305*8 

. 728*0 

101  *8 

. 236*5 

. 1 18* 7 

— 

“ 10. 

..  2,547*0 

1,317*5 

* Z?°'5 

102*0 

. 26l*4 

. 151*6 

— 

“ 17- 

..  2,542*4 

i,325*» 

• “2'9 

102*5 

- 255*4 

. 154-0 

— 

“ 24. 

-•  2,540*2 

i,33i*o 

. 688-9 

104*2 

. 260*8 

. 162*1 

— 

“ 3<- 

. . 2,644*8 

i.325'7 

. 809*1 

107.5 

. 259*4 

• i7n 

— 

January  7. 

..  2,638*4 

1,320*9 

- 778*2 

106*9 

. 265*3 

. 138*8 

— 

“ 14* 

..  2,652*6 

1,318*9 

. 762*8 

106*8 

. 248*2 

. 132*2 

— 

44  21 . 

. . 2,646*4 

i.334*o 

. 738*6 

112*8 

. 268*8 

- 123*5 

— 

44  28. 

..  2,641*1 

1.354*6 

- 729*3 

112*9 

- 291*4 

. 121*6 

— 

February  4. 

...  2,630*7 

i,3»8*5 

. 686*o 

114*9 

. 307*0 

. 101*7 

— 

44  11 

-•  2,574*2 

1,460*5 

- 823.3 

124*9 

* 555*2 

. 117*0 

— 

44  18. 

..  2,586*2 

1,476-3 

. 781.6 

1 1 1. 4 

• 495*8 

. iii*6 

— 

44  25 . 

--  2,575*9 

1,486*3 

- 725*o 

109*4 

. 454*6 

. 114*6 

— 

March  4. 

..  2,567*7 

1,492*5 

. 652.6 

109*2 

- 398*1 

. 111*0 

— 

44  11 . 

. . 2,548*6 

1.501*5 

. 617*6 

106*4 

• 384*4 

. 1174 

— 

“ 18. 

-•  2,538-9 

1,511-6 

- 595*3 

100*5 

- 377*8 

. 120*6 

— 

“ 25. 

...  2,520*1 

1,528*1 

• 573*9 

101*9 

- 372-7 

- 138-3 

— 

April  1 . 

..  2,557*1 

1,526*1 

- 555*i 

101*9 

* 28Z*4 

. 1711 

— 

44  8. 

2,550*7 

>• 5*5-6 

. 591*1 

ioo*8 

. 328*1 

. 161-2 

44  15. 

-•  2,554*7 

1,518*8 

- 597*9 

100*7 

- 309*0 

. 152*4 

— 

44  22. 

. . 2,494*2 

1,529*3 

- 553*o 

99-8 

- 320*7 

- 107*6 

It  remains  to  be  seen  how  the  Philippart  panic  will  affect  the 
financial  movements  of  Paris  and  France.  A very  strong  bear 
combination  is  said  to  have  been  formed  with  the  Rothschilds  at 
its  head;  by  this  clique,  the  war  rumors  lately  so  much  talked  of 
have  been  adroitly  fostered  and  used.  It  will  be  interesting  to 
watch  the  effect  of  these  manoeuvres  upon  the  French  exchanges. 
For  some  time  past  they  have  been  favorable  to  France,  as  is 
shown  by  the  flow  of  gold  from  all  parts  of  the  world  to  Paris. 
In  the  first  three  months  of  the  present  year,  the  imports  of  die 
precious  metals  exceeded  350,000,000  francs,  or  seventy  million 
dollars,  and  almost  four-fifths  of  the  whole  was  in  gold  coin  and 
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bullion.  It  appears  that  less  than  one-half  was  sent  from  Eng- 
land. The  United  States  contributed  about  ten  million  dollars, 
and  heavy  sums  were  also  received  from  Germany.  The  foregoing 
table  shows  that  the  gold  in  the  Bank  of  France  has  accumulated 
to  1,529  million  francs  or  306  millions  of  dollars,  while  the  Bank 
of  England  held  at  the  same  time  little  more  than  one-third  as 
much,  its  coin  reserve  being  reported  ^21,059,300,  or  105  mill- 
ions of  dollars. 


THE  CLEARING-HOUSE  SYSTEM  HERE  AND  ABROAD. 

We  have  been  collecting,  for  some  time  past,  the  statistics  of 
the  American  Clearing-Houses.  There  is  difficulty  in  obtain- 
ing the  precise  details,  and  the  reports  are  not  all  as  complete  as 
might  be  wished.  But  so  far  as  they  go  they  are  sufficiently 
interesting  to  justify  our  laying  them  before  the  public;  and  this 
especially  as  we  promised  to  do  so  a few  months  ago,  and  no 
previous  publication  equally  complete  has,  we  believe,  been  hereto- 
fore made.  Before  commencing  the  history  of  our  Clearing-House 
system,  it  may  be  well  to  glance  at  the  older  systems  on  which 
ours  was  modeled. 

Some  writers  on  banking  endeavor  to  trace  the  origin  of  Clearing- 
Houses  to  the  old  Hanse-Towns  and  to  the  commercial  system  they 
devised  and  carried  on.  As  commercial  enterprise  has  never  been 
much  favored  by  the  Muse  of  History,  and  as  no  records  remain 
of  the  period  in  question,  it  is  impossible  to  say  how  much  of 
truth  there  may  be  in  this  theory.  It  receives,  however,  some 
confirmation  from  what  is  known  of  the  old  customs  and  usages 
at  the  fairs,  which  were,  from  a remote  period,  so  notable  a feature 
of  the  civilization  of  the  Gothic  and  Germanic  nations  of  Northern 
and  Western  Europe.  Thus  M.  Boisguillebert  in  his  Dissertation 
sur  la  Nature  des  Richesses , tells  us  that  it  was  quite  common  in 
certain  parts  of  France  in  the  sixteenth  century  to  make  all  mercan- 
tile bills  payable  at  the  Great  Fair  of  Lyons.  The  merchants  found 
this  expedient  much  more  convenient,  and  more  free  from  risk, 
than  the  plan  of  keeping  a stock  of  bullion  or  coin  to  pay  their 
obligations.  The  bills  thus  created  had  an  extensive  circulation 
throughout  the  country,  and  were  seen  sometimes  covered  with 
endorsements.  At  a certain  fixed  day  during  the  Fair  the  merchants 
met  for  a general  settlement  and  liquidation  of  accounts.  M. 
Boisguillebert  says  that  by  this -means  indebtedness  was  canceled 
and  adjusted  to  the  amount  of  80  millions  of  livres  without  the 
use  of  a sou  in  coin.  So  in  England  the  four  quarterly  settling 
days  are  adjusted  to  fall  on  the  festivals  of  Michaelmas,  Christmas, 
and  the  rest.  These  quarter  days  date  back  from  a remote  anti- 
quity, and  in  this  country  they  have  their  counterpart  in  the  April 
and  other  settlements  of  which  at  certain  conjunctures  we  hear  so 
much.  Such  rude  and  disorganized  arrangements,  however  useful 
for  the  purposes  they  subserved,  were  of  no  practical  value  as  an 
expedient  of  banking.  About  the  middle  of  the  eighteenth  centur 
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in  Edinburgh,  some  arrangement  was  made  by  which  the  labor  of 
the  exchanges  was  facilitated,  but  the  precise  nature  of  the  Scotch 
scheme  we  do  not  know.  It  is,  however,  worthy  of  note  that 
this,  as  well  as  other  improvements  in  banking,  owes  something  to 
the  ptrfervidum  ingenium  Scotorum . From  Scotland  Economics  have 
borrowed  not  only  the  Scotch  system  of  banking,  but  also  many 
ingenious,  suggestive  principles  of  sound  wisdom  which  have  been 
incorporated  in  other  banking  systems  throughout  the  world. 

It  is  just  a hundred  years  since  the  first  Clearing-House  was  estab- 
lished. In  London,  about  the  year  1775,  the  private  banks  associated 
themselves  together  for  this  purpose,  and  their  organization  has 
lasted  to  this  day  in  unbroken  succession.  Before  1868  their  re- 
ports, which  had  been  kept  secret,  began  to  be  regularly  published. 

Sir  John  Lubbock,  the  Secretary  of  the  London  Clearing-House, 
has  just  made  his  annual  report  for  the  year  ending  30th  April, 
1875.  The  aggregate  clearings  are  greater  than  those  of  any  pre- 
vious year,  and  amount  to  ^6,013,299,000;  showing  an  increase 
over  last  year  of  ;£  19,713,000.  The  increase  over  1872-3,  again,  is 
even  less,  the  aggregate  in  that  year  having  been  ^6,003,335,000. 
The  business  of  the  Bankers*  Clearing-House,  after  an  enormous 
expansion  between  1867  and  1872,  has  thus  been  stationary  for 
three  years, — one  of  the  best  proofs  which  could  be  given  of  the 
check  to  business  and  of  the  fall  of  prices  during  that  period  in 
England.  The  figures  compare  as  follows  with  those  of  former  years  : 

Aggregate  Business  of  the  London  Clearing-House,  1868-1875. 


1867- 68 

1868- 69 

1869- 70 

1870- 71 

1871- 72 

1872- 73 

1873- 74 

1874- 75 


Total  /or  the  On  Fourths  of  Oh  Stcck  Exchange 

Year.  the  Month.  A ccount  Days. 

;£ 3.2574i  1,000  ..  £ M7,i  13.000  ..  £ 444,443,000  .. 

3,534,039,00°  ..  l6l,86l,000  ..  550,622,000  . 

3.720.623.000  ..  168,523,000  ..  594.763,000  . 

4.018.464.000  ..  186,517,000  ..  635,946,000  . 

5.359.722.000  ..  229,629,000  ..  942,446,000  . 

6.003.335.000  ..  265,065,000  ..  1,032,474,000  . 

5.993.586.000  ..  272,841,000  ..  970,945,000  . 

6.013.299.000  ..  255,950,000  ..  1,076,585,000  . 


On  Consols 
Settling  Days. 

£ 132,293,000 
142.270,000 
148,822,000 

169.141.000 

233.843.000 

243.561.000 

260.072.000 
260,338.000 


Important  changes  have  been  made  of  late  years  in  some  of  the 
practical  details  of  the  system  of  settlement,  which  is  one  of  the 
chief  points  of  interest  to  us.  A well-known  financial  writer,  Mr. 
R.  H.  Patterson,  says: 

“ When  the  economy  of  the  check-system  had  caused  the  innu- 
merable daily  payments  of  the  community  to  be  carried  on  without 
any  withdrawal  of  money  from  the  banks,  the  next  and  culmina- 
ting step  in  the  process  was  to  allow  the  payments  among  the 
banks  themselves  to  be  likewise  effected  without  the  use  of  money. 
This  has  been  admirably  accomplished  by  means  of  the  Clearing- 
House.  To  this  establishment  each  bank  sends  the  checks  upon 
other  banks  which  have  been  paid  in  by  its  customers, -so  that  a 
balance  of  these  check  transactions  is  struck  for  each  bank  with 
each  of  the  others.  This  system  was  adopted  at  first  simply  as  a 
convenience  for  the  banks;  instead  of  each  bank  sending  round  to 
settle  with  each  of  its  neighbors,  both  time  and  trouble  were  saved 
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by  the  representatives  of  the  banks  meeting  at  a certain  place  and 
at  a certain  hour  to  settle  the  business.  This  arrangement,  though 
devised  merely  for  the  convenience  of  the  banks,  led  to  a further 
economy  of  capital  in  the  form  of  money.  The  balances  due  to 
or  by  each  bank  being  ascertained  at  the  Clearing-House,  it  was 
agreed  that  these  balances  should  not  be  paid  in  money,  but  by 
checks  on  the  Bank  of  England.  All  the  banks  in  London,  and 
some  of  the  provincial  banks,  keep  an  account  at  the  Bank  of 
England.  In  fact,  a large  portion  of  the  deposits  in  that  institu- 
tion belong,  not  to  private  customers  or  to  the  State,  but  to  the 
other  banks ; and  the  setdement  at  the  Clearing-House  is  effected 
by  each  indebted  bank  giving  to  the  others  a draft  or  check  upon 
the  deposits  which  it  keeps  in  the  Bank  of  England.  Hence  the 
business  of  the  Clearing-House — the  balance  of  all  the  check  trans- 
actions— is  settled,  without  the  use  of  money  at  all,  simply  by  a 
transference  of  a certain  amount  from  the  credit  of  one  bank  to 
the  credit  of  another.” 

In  the  New  York  Association,  which  was  founded  and  began 
business  in  1853,  the  accounts  always  balance  to  a cent.  With 
two  exceptions,  this  has  been  done  every  day  for  the  last  twenty- 
one  years.  In  the  two  cases  we  have  referred  to,  the  discrepancies 
were  small,  and  were  discovered  and  set  right  before  the  close  of 
the  next  day’s  business.  The  New  York  Clearing-House,  though 
much  younger  than  its  London  namesake,  has  surpassed  it  in  the 
amount  of  its  business.  In  previous  numbers  of  the  Banker’s 
Magazine  (see  pages  396  and  420)  we  have  given  some  statistics 
on  this  subject.  The  New  York  Clearing-House  now  consists  of 
fifty-nine  banks.  Besides  these,  there  are  fifteen  banks  outside  of 
the  Clearing-House,  which  clear  through  other  banks  that  are  mem- 
bers of  the  Association.  Our  seventy-four  New  York  banks  have 
an  aggregate  capital  of  $85,122,100.  Of  this  capital,  the  forty- 
eight  national  banks  have  $ 68,500,000,  and  the  twenty-six  State 
banks  $ 16,622,100. 

The  subjoined  table  gives  a list  of  all  the  Clearing-House  Asso- 
ciations, with  the  dates  of  their  organization,  and  the  number  of 
banks  now  composing  them : 

Clearing-Houses  of  the  United  States. 


Wh*H 

Established.  City. 

No.  0/ 
Banks. 

President. 

Manager. 

1855.... 

New  York 

Charles  F.  Hunter.. 

William  A.  Camp. 

1858.... 

Baltimore 

..  19  .... 

Robert  Mickle. 

1856.... 

l80< 

Boston 

...  49  .... 

James  H.  Beal 

Henry  B.  Groves. 
Douglass  R.  Hale. 

Chicago 

...  24  .... 

Sol.  A.  Smith 

1866.... 

Cincinnati 

...  21  

D.  J.  Fallis 

George  P.  Bassett. 

1868.... 

Milwaukee.. .. 

...  10 

D.  Ferguson 

T.  L.  Baker. 

. . .... 

New  Orleans.. 

...  15  .... 

John  G.  Gaines 

Isaac  N.  Maynard. 

1858.... 

Philadelphia . . 

...  27  .... 

Joseph  Patterson  . . . 
Charles  Parsons 

George  E.  Arnold. 

1868.... 

St.  Louis 

...  37  .... 

Edward  Chase. 

1865.... 

Pittsburgh 

...  17  .... 

John  Harper 

Wm.  H.  English.... 

John  Stewart. 

1871 

Indianapolis  .. 

...  12  

Jonathan  Elliott. 



New  Haven... 

...  IO  

Wilbur  F.  Day 

John  C.  Bradley. 

1874.... 

St.  Paul 

...  8 .... 

Walter  Mann 

H.  P.  Upham. 

Total 

...  308 
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From  this  table  it  will  be  seen  that  there  are  thirteen  Clearing- 
Houses  in  the  United  States,  and  that  308  banks  are  united  in 
these  associations.  The  second  in  point  of  date  is  that  of  Boston, 
which  was  founded  three  years  after  the  establishment  of  the  Clear- 
ing-House in  this  city.  It  went  into  operation  29th  March,  1856, 
and  its  mode  of  settlement  is  the  same  as  that  of  New  York, 
namely,  that  the  debtor  banks  pay  their  balances  in  greenbacks  or 
in  United  States  Treasury  Certificates,  which  are  equivalent  thereto, 
as  they  are  redeemable  in  greenbacks  at  the  Treasury  on  demand. 
With  regard  to  these  Government  Certificates,  it  is  worthy  of  re- 
mark that  they  are  the  successors  of  similar  certificates  which  our 
New  York  banks,  for  their  own  convenience,  issued  in  denomina- 
tions of  $ 5,000  and  $ 10,000  as  a special  currency  for  clearing 
purposes.  The  Bank  of  New  York  was  the  agent  of  the  Clearing- 
House  in  issuing  those  old  certificates,  and  received,  we  believe, 
$ 1,000  a year  from  each  bank  for  its  risk  and  labor  in  managing 
this  old  Clearing-House  currency.  This  expense  was  saved  when 
under  Mr.  Van  Dyck’s  Sub-Treasury  ship  the  Government  began 
to  issue  the  certificates  of  indebtedness  payable  absolutely  in  green- 
backs. These  certificates,  being  thus  convertible  on  demand  into 
greenbacks,  were  recognized  as  equivalent  thereto  in  the  New  York 
Clearing-House  and  in  other  like  institutions  throughout  the  country. 
It  is  easy  to  see  that  this  process  virtually  expanded  the  green- 
back currency,  although,  strictly  speaking,  it  was  not  a violation 
of  the  law  imposing  a limit  on  the  greenback  issues.  This  cur- 
rency expansion  was  little  noticed  at  the  time,  but  it  no  doubt 
served  to  keep  up  and  to  enhance  the  mischiefs  of  a redundant  paper 
currency.  Instead  of  such  certificates  the  London  Clearing-House 
used  to  employ  for  clearing  purposes  Bank  of  England  notes  of 
large  denominations,  and  some  interesting  evidence  has  been  gath- 
ered from  this  circumstance  in  regard  to  the  London  banking 
movements,  and  to  the  process  of  hoarding  bank-notes  which  used 
to  be  so  common  among  the  London  banks  whenever  monetary 
stringency  threatened.  We  regret  that  the  report  we  have  received 
from  the  Boston  Clearing-House  does  not  give  the  amount  of  the 
cash  balances.  The  aggregate  clearings  for  the  past  nineteen  years 
compare  as  follows : 


Aggregate  Business  of  the  Boston  Clearing-House,  1S57-1875. 


Year  ending 
March  29. 

Clearings . 

Year  ending 
March  29, 

>857 

....$1,415,9*3,289 

1867 

1858 

....  1,289492,730 

1868 

•859 

....  1,262,795,470 

1869 

i860 

....  L, 454,313, 792 

1870 

l86l 

....  1,504,697,476 

1871 

1862 

....  1,170,475,287 

1872 

1863 

....  1,059,975447 

1873 

1864 

....  1,840,718,539 
....  2,245,984,310 

1874 

■865 

1875  .... 

1866 

2,257,356,712 

C barings. 

$*.'99,977.7*5 

'.875.339.804 

2,051,791,420 


2»I39»I43»244 

2,158,974,696 

2*95,774*858 

2,678,943,559 

2,669,657,757 

2,816,165,339 


The  prosperity  of  the  Boston  Clearing-House  is  shown  by  the 
fact  that  since  1863  its  transactions  have  increased  nearly  three- 
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fold.  The  steadiness  of  the  progress  since  1868  is  very  gratifying, 
as  it  has  been  achieved  in  the  face  of  a steady  contraction  of  the 
currency,  as  is  indicated  by  the  lower  price  of  gold.  But  for  the 
great  fire  and  the  interruption  of  the  natural  growth  of  business, 
and  some  other  causes,  the  annual  aggregate  of  the  Clearing- 
House  transactions  would,  it  is  said,  have  exceeded  3,000  millions 
a year.  There  is  another  point  on  which  it  is  to  be  desired 
that  information  could  be  obtained.  We  refer  to  the  proportion 
of  the  business  settlements  of  Boston  which  do  not  go  through 
the  Clearing-House. 

Mr.  Charles  Babbage,  in  his  well-known  ess&y  on  the  London 
Clearing-House  in  1856,  mentioned  this  point  as  one  of  the  three 
chief  questions  to  be  answered  in  all  Clearing-House  reports.  The 
other  questions  are : first,  what  is  the  aggregate  of  the  daily, 
weekly  and  monthly  settlements  throughout  the  year,  comparing 
one  part  of  the  year  with  another;  and,  secondly,  how  much 
cash  is  required  to  pay  the  daily  balances  between  the  banks. 
These  three  questions  will,  we  trust,  be  fully  answered  in  future 
reports  of  Clearing-Houses,  both  in  this  country  and  abroad. 

The  Philadelphia  Clearing-House  was  organized  in  1858.  It  has 
twenty-seven  banks.  The  clerks  assemble  at  the  Clearing-House  at 
half-past  eight  in  the  morning,  and  the  clearing  process  is  like  that 
of  New  York.  The  balances  are  paid  in  greenbacks  or  in  United 
States  certificates  of  deposit,  the  hour  of  payment  being  from  eleven 
to  twelve  o’clock.  At  half-past  eleven  a “runner’s”  exchange  is 
held  for  the  settlement  of  the  items  formerly  taken  to  the  different 
banks  by  the  runners — namely,  the  notes  and  checks  received  by 
the  morning  mail.  The  balances  of  this  settlement  are  paid  by 
due-bill,  which  goes  through  the  next  morning’s  exchanges. 

We  next  come  to  the  Baltimore  Clearing-House.  It  was  estab- 
lished in  1858.  The  method  of  settlement  is  as  follows:  The  clerks 
of  the  several  banks  meet  every  day  at  the  National  Union  Bank  of 
Maryland,  at  8.45  a.  m.,  to  make  their  exchanges;  the  balances,  debtor 
and  creditor,  being  entered  in  the  Clearing-House  book.  At  ten 
o’clock  the  debtor  banks  send  the  balances  due  by  them,  either  in 
greenbacks  or  in  certificates  of  deposit.  The  creditors  receive  their 
balances  at  noon,  and  thus  the  daily  account  is  settled  in  full. 
The  Manager  keeps  for  publication  no  detailed  accounts,  but  he 
estimates  the  average  clearings  of  the  last  twelve  months  at  two 
millions  of  dollars  a day. 

At  Chicago  the  accounts  vie  in  precision  with  those  of  New 
York.  The  Association  was  formed  10th  March,  1865.  The  set- 
tlements are  made  in  greenbacks  or  National  Bank  notes,  payable 
directly  to  or  by  the  Manager  of  the  Clearing-House.  The  aggre- 
gate amounts  of  the  credit  clearings  compare  as  follows: 


1865  

1866  

1867  

1868  

$319,606,228.42 

453.798,648.11 

5®°»727»33I  *43 

72 1.20  2,444.0 1 

1869 

734.661,949-91 

1870 

$810,576,036.28 

1871 

878,936,754.73 

1872 

993.060.503-47 

1,047,027,828.33 

*873 

>874 

1,101,347,918.41 
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It  will  be  seen  that  the  business  of  the  Clearing-House  has 
steadily  increased  year  by  year,  and  that  even  in  the  year  of  the 
great  fire,  which  occurred  October  9th,  1871,  there  was  no  ex- 
ception to  this  rule  of  periodical  increase. 

The  Milwaukee  Clearing-House  was  organized  1st  December, 
1 868.  The  method  of  clearing  is  the  same  as  that  of  Chicago. 
The  clearings  and  balances  are  reported  as  follows : 


1869 

Clearings. 

$ 89,289,272 

1870 

102473,505 

1871 

108,122,235 

1872 

Il8,739,8ll 

1873 

I5!»292,953 

1874 

>57.792,272 

Balances. 

$ 17.257.52s 

18,853,197 

22,273,356 

21,857.53' 

26,696,275 

26,712,680 


At  St.  Louis  the  Clearing-House  was  organized  2d  November, 
1868,  and  began  business  24th  December,  1868.  Its  balances  are 
settled  without  the  use  of  money,  by  managers’  checks  on  the 
debit  banks  in  favor  of  the  credit  banks.  This  expedient  some- 
what resembles  that  adopted  by  the  London  Clearing-House,  and 
might,  with  advantage,  be  used  by  the  Clearing-House  of  this  city. 
It  effects  a great  saving  in  the  labor  and  risk  of  handling  money. 
Each  creditor  bank  gets  its  balances  in  two  or  three  checks  on 
the  debtor  banks,  which  checks  it  collects  in  the  usual  way.  The 
aggregate  clearings  compare  as  follows,  for  the  years  ending  1st 
December:  1869,  $584,391,491;  1870,  $774,815,458;  1871, 

f 85S,967>66°;  1872.  $.989,°7°,553 5 '873>  $ 1,099,154,3s2 ; '874, 
$ 1,  >92,  S32, 762. 

The  Cincinnati  Clearing-House  is  one  of  the  most  prosperous 
of  our  American  clearing  institutions.  It  was  established  5th 
April,  1866.  At  present  it  comprises  twenty-two  banks.  The 
aggregate  clearings  in  1873  were  $670,000,000;  in  1874,  $663,- 
000,000;  and  in  1875,  $682,000,000.  The  method  of  settlement 
is  the  same  as  that  of  St.  Louis,  which,  indeed,  was  constructed 
on  the  Cincinnati  model.  This  method  is  so  well  worthy  of 
attention  that  we  give  the  following  account  of  it  from  the 
Articles  of  Association.  The  hour  of  making  exchanges  is  2 p.  m. 
At  that  hour  messengers  from  all  the  associated  banks  and  bankers 
repair  to  the  Clearing-House  with  their  respective  demands  sepa- 
rately made  out  against  each  member  and  the  totals  summed  up. 
At  half-past  two  these  messengers  repair  a second  time  to  the 
Clearing-House  for  settlement.  The  Manager  then  issues  his 
checks  or  warrants  upon  the  debtor  members  to  the  creditor 
members  for  the  balances.  These  checks  are  to  be  settled 

promptly  to  the  satisfaction  of  the  creditors,  in  whose  hands 

only  they  are  to  be  available.  These  Manager’s  checks,  if  not 
so  paid  to  the  satisfaction  of  the  creditor  bank,  are  to  be 

immediately  returned  to  the  Manager  of  the  Clearing-House. 
There  is  to  be  no  needless  delay  in  presenting  the  Mana- 

ger’s checks  to  the  drawees.  If  the  psfyment  is  not  made 
before  four  o’clock  of  the  same  day,  the  Clearing-House  must  be 
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notified  immediately,  otherwise  the  Clearing-House  is  free  from  all 
responsibility  on  said  checks.  Hence  each  debtor  member  is  bound 
to  make  provision  at  his  place  of  business  to  respond  to  the  Mana- 
ger’s checks  up  to  four  o’clock.  In  case  of  failure  on  the  part  of 
any  bank  to  respond  promptly  to  the  checks  of  the  Manager,  that 
officer  calls  upon  the  other  banks  which  have  cleared  checks  on 
the  defaulting  member  on  that  day,  to  make  up  the  sum  for 
which  payment  has  been  refused,  in  proportion  to  the  7 amount 
of  the  checks  upon  the  defaulting  member  so  sent  in  and  cleared 
on  that  day,  which  sums  so  furnished  or  contributed  consti- 
tute claims  in  the  hands  of  the  responding  members,  respectively, 
against  the  defaulting  member;  and  the  checks  so  received  from 
the  Clearing-House  by  the  defaulting  member  are  to  be  delivered 
to  the  members  owning  the  same  without  cancellation.  And  in 
the  event  of  the  defaulting  member  acting  in  bad  faith  by  cancel- 
ing or  refusing  for  a time  to  surrender  said  checks,  it  is  not  to 
militate  against  any  of  the  interests  of  the  Association,  but  to  be 
treated  as  though  the  said  act  or  acts  of  bad  faith  did  not  exist, 
so  that  the  Association  shall  not  suffer  thereby. 

The  Pittsburgh  Clearing-House  began  business  February,  1866. 
The  method  adopted  is  as  follows : Each  bank  sends  a clerk  and 
a messenger  to  the  Clearing-House,  who  meet  at  9 a.  m.,  to  de- 
liver and  receive  packages  of  checks,  which  have  been  carefully 
assorted  beforehand,  and  put  up  in  large,  unsealed  envelopes. 
This  interchange  is  quickly  effected,  the  settlements  are  soon  as- 
certained, and  the  assemblage  disperses.  The  debtor  banks  pay  in 
from  10^  to  11  o’clock,  in  sealed  packages  mostly,  receiving  the 
Manager’s  receipt,  and  the  creditor  banks  receive  their  balances 
from  11  to  nj4  o’clock,  the  Manager  taking  a receipt  from  them. 
The  business  of  the  Clearing-House  is  reported  as  follows: 


Vear. 

1866. 

1867. 

1868. 

1869. 

1870. 

1871. 

1872. 
‘873  • 
1874. 


Exchange s. 

$83,731,242.17 
97, '57.556-03 
1 15,206,621  33 
156,880,910.90 
178409,905.51 
215,201,413.59 
284,859,477.08 
295.754.858-83 
257,548,600.75 


Balances. 

$20,850,179.68 

21,020,633.34 

23»558»i30-74 

29,832,017.41 

31,067,296.99 

34,344*435-19 

42494,596.94 

41,605,069.84 

39,774,303-85 


$1,684,840,586.19 


$284,555,663.98 


The  Indianapolis  Clearing-House  went  into  operation  1st  Febru- 
ary, 1871.  Its  balances  are  paid  or  collected  by  the  Manager  in 
currency.  Its  clearings  are  reported  as  follows: — In  1871, 
$30,000,000;  1872,  $38,000,000;  1873,  $45,000,000;  1874, 

$ 55,000,000.  The  business  of  the  year  1875  is  estimated  at  65 
millions. 

At  New  Haven  the  Clearing-House  comprises  ten  banks;  the 
balances  are  paid  by  drafts  on  New  York.  Each  bank  takes 
charge  in  turn  for  three  months. 
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It  will  be  seen  that  there  are  three  general  methods  in  use 
amongst  our  Clearing-Houses : There  is  first,  the  New”  York 
method,  in  which  the  banks  pay  each  other  their  balances  in 
greenbacks  or  their  equivalent.  This  is  substantially  the  same  as 
the  old  method  in  use  at  the  London  Clearing-House.  Secondly, 
we  have  the  Cincinnati  method,  in  which  the  Manager  gives  the 
creditor  bank  a check  on  a debtor  bank.  And,  thirdly,  we 
have  the  New  Haven  method,  in  which  the  balances  are  paid  by 
drafts  on  New  York. 

Besides  the  Clearing-Houses  tabulated  above,  there  are,  we  be- 
lieve, no  others  in  operation  in  the  United  States.  Several  are, 
however,  projected,  but  have  not  yet  completed  their  organization. 
At  Louisville,  a special  charter  for  a Clearing-House  was  granted 
by  the  Legislature,  but  as  yet  it  has  not  been  organized,  as  the 
impression  prevails  among  the  majority  of  the  banks  that  the  pro- 
visions of  the  charter  contemplate  too  cumbersome  an  agency. 

Perhaps  one  of  the  most  notable  Clearing-House  organizations 
in  existence  is  that  which  was  set  up  a few  years  ago  in  London, 
entitled  “ The  Country  Bank  Clearing-House.”  Of  this  institution 
Sir  John  Lubbock,  one  of  its  chief  founders,  gives  a full  account. 
We  propose  at  an  early  day  to  give  our  readers  a sketch  of  this 
Institution,  which  is  in  operation  very  successfully,  the  validity  of 
its  settlements  being  acknowledged  by  the  Courts  of  Law. 

It  has  often  been  said  that  the  Clearing-House  system  is  less 
used  in  Europe  than  in  this  country.  This  disparity  arises  partly 
because  the  use  of  checks  received  its  development  sooner  here  than 
in  France,  Germany,  or  even  in  England,  outside  of  London. 
As  to  the  benefits  of  the  Clearing-House  system,  they  are  well 
known  to  be  precisely  the  same  in  kind  as  the  benefits  of  checks. 
The  chief  of  these  benefits  are,  first,  the  saving  of  labor  and  clerk- 
hire  in  making  payments  and  settlements  of  accounts ; secondly, 
the  prevention  of  risk  and  loss  through  the  carrying  of  money 
through  the  streets;  thirdly,  the  avoiding  of  mistakes  in  counting 
large  sums  of  coin  or  of  bills ; next,  there  is  an  immunity  from  the 
danger  of  taking  counterfeit  notes;  and  finally,  the  Clearing-House 
system,  like  the  check  system,  economizes  currency,  and  permits 
the  exchanges  of  the  country  to  be  performed  with  a much  smaller 
volume  of  cash. 


THE  FREEDMAN’S  SAVINGS  BANK. 

In  the  year  1865,  at  the  very  close  of  the  session,  Mr.  Sumner 
moved  the  incorporation  of  the  “Freedman’s  Savings  & Trust  Com- 
pany.” The  objection  being  raised  that  Congress  had  no  power 
under  the  Constitution  to  charter  a savings  bank  to  do  business 
outside  of  the  District  of  Columbia,  an  amendment  was  added 
limiting  its  powers  to  the  District.  As  Mr.  Sumner  pressed  the 
“measure  of  philanthropy,”  it  was  hurried  through  both  Houses, 
but  by  some  mischance  the  important  amendment  was  omitted. 
The  words  “in  Washington  City”  did  not  appear  in  the  bill,  hence 
the  law  came  into  operation  as  an  Act  to  incorporate  the  Freed- 


Digitized  by  CjOOQle 


1875*1  freedman’s  savings  bank.  937 

man’s  Savings  & Trust  Company,  with  a much  wider  franchise 
than  was  anticipated  and  a list  of  corporators  among  the  most 
eminent  in  the  country.  For  the  protection  of  the  freedmen,  the 
deposits  of  this  bank  were  to  be  invested  in  no  other  securities 
than  “stocks,  bonds,  Treasury  notes,  or  other  securities  of  the 
United  States.”  As  Chief-Justice  Chase  and  several  other  leading 
citizens  were  trustees,  with  power  to  assemble  at  Washington  and 
to  elect  their  successors,  it  was  supposed  that,  although  the  profits 
derived  from  investments  would  not  be  large,  the  funds  would  be 
safe.  Indeed  it  scarcely  seemed  possible  that  any  malversation 
could  occur.  The  principal  office  was  at  Washington,  with  thirty 
branches  at  various  places  in  the  Southern  States.  This  was  in 
opposition  to  the  provisions  of  the  charter,  and  it  directly  violated 
the  statutes  of  the  various  States.  All  this,  however,  was  unknown 
to  the  freedmen,  who  had  been  used  to  look  to  the  National 
Government  as  the  omnipotent  protector  of  their  rights,  and  they 
easily  believed  that  the  Freedman’s  Savings  Banks  were  guaranteed 
by  the  Federal  authority.  Thus  it  happened  that  the  negroes  so 
eagerly  availed  themselves  of  the  privilege  of  laying  by  their  earn- 
ings under  auspices  so  favorable.  Nor  did  any  harm  come  of  it 
for  the  first  five  years.  But  at  last,  certain  speculative  persons 
cast  greedy  eyes  on  the  deposits  of  the  bank.  In  April,  1870, 
an  amendment  to  the  charter  was  proposed  in  the  House  by 
Mr.  Cook  of  Illinois.  The  proposed  change  seemed  simple. 
It  merely  provided  that  the  trustees  might  invest  in  mortgage 
securities  and  might  hold  and  improve  the  real  estate  owned 
by  the  bank  in  the  City  of  Washington.  The  reasons  assigned 
for  the  innovation  were  very  plausible.  It  was  contended  that 
the  rate  of  interest  earned  by  capital  invested  in  Government 
bonds  was  so  much  reduced  since  the  war  that  the  poor  freedmen 
did  not  receive  as  much  interest  as  they  weie  fairly  entitled  to. 
Another  reason  was  that  the  Savings  Banks  in  New  York  and  in 
many  other  States  enjoyed  the  same  freedom  of  investment  that 
was  demanded  for  the  Freedman’s  Bank.  The  scheme  was  suc- 
cessful and  the  amendment  passed  the  House  without  debate.  In 
the  Senate  some  opposition  was  made.  Mr.  Cameron  said  that 
the  change  would  bring  disaster.  He  was  in  favor  of  the  most 
stringent  restrictions.  He  declared  that  the  proposed  relaxa- 

tions would  lead  irresponsible  managers  into  speculation.  As 
to  the  proposed  investments  in  real  estate,  the  money,  once 
invested  in  such  property,  would  be  fixed  and  could  not  be  easily 
realized  when  wanted  to  pay  depositors.  Such  investments,  he 
said,  had  always  in  his  experience  proved  the  harbingers  of  ruin. 
Mr.  Cameron  added  that  the  people  concerned,  and  those  most 
interested — the  freedmen — having  remonstrated  against  his  course, 
if  they  want  to  be  cheated,  it  was  not  for  him  to  object.  The  bill 
became  a law.  Three  years  of  the  new  regime  were  enough  to 
squander  away  the  funds  of  this  prosperous  institution.  When  the 
books  of  the  Freedman’s  Bank  came  to  be  examined  by  a National 
Bank  Examiner,  evidence  was  disclosed  which  led  to  further  inves- 
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tigation.  Irregular  transactions  came  to  light,  the  concern  was 
declared  insolvent.  After  a feeble  effort  at  reorganization  it  col- 
lapsed, and,  strange  to  say,  the  whole  sum  invested  in  Government 
securities  was  found,  at  the  close,  to  be  $400! 

The  nominal  assets  were  $ 2,693,000,  much  of  the  amount  be- 
ing worthless  on  account  of  the  insolvency  of  the  debtors  and 
the  unsalable  character  of  the  securities  held.  The  liabilities 
were  $ 2,879,000,  the  depositors  being  72,000  in  thirteen  States. 
The  average  of  the  deposits  was  $40,  which  was  very  creditable 
to  the  frugality  of  the  freedmen.  There  were  over  5,000  who 
deposited  less  than  one  dollar  each,  and  in  one  branch  890  de- 
posited an  average  of  ninety-two  cents.  The  three  Commissioners 
appointed  in  July,  1874,  had  no  adequate  power  to  wind  up  the 
affairs  of  the  bank.  Depositors  from  Nashville,  Lexington,  Louis- 
ville, Richmond  and  Charleston,  and  the  Legislatures  of  North 
and  South  Carolina,  memorialized  Congress  praying  it  to  take  the 
assets  and  assume  the  liabilities,  or  afford  some  other  adequate  help  to 
“ the  dependent  wards  of  the  nation.”  The  whole  subject  was  re- 
ferred to  the  House  Committee  of  Banking  and  Currency.  Judge 
Durham,  of  Kentucky,  prepared  the  report  for  the  Committee  and 
a bill  accompanying  it.  The  Committee  reported  that  though  it 
>vas  inexpedient  for  the  Government  to  assume  all  the  assets,  yet 
it  might  well  aid  the  depositors  by  purchasing  the  building  erected 
by  the  Bank  in  Washington,  a portion  of  which  is  now  leased  by 
the  Government,  and  should  reduce  the  number  and  increase  the 
powers  of  the  Commissioners,  and  require  its  affairs  to  be  wound 
up  under  the  general  charge  of  the  Secretary  of  the  Treasury,  with 
powder  to  the  Commissioners  to  commence  suits  against  the  trustees 
if  there  should  be  evidence  of  fraud. 

By  the  exertions  of  Mr.  Durham  the  bill  passed  the  Senate. 
But  it  failed  in  the  House,  principally  through  the  opposition 
of  Mr.  Rainey,  the  colored  member  from  South  Carolina,  on  the 
ground  that  it  provided  for  the  appointment  of  but  one  Commis- 
sioner. The  defeat  of  this  bill  is  most  unfortunate  for  the  deposit- 
ors, as  it  must  prolong  the  time  for  collecting  and  dividing  the 
assets,  which  are  not  drawing  any  interest,  while  heavy  expenses 
are  accumulating.  The  Commissioners  of  the  Freedman’s  Bank 
now  have  $300,000  in  the  United  States  Treasury.  It  would 
require  $ 600,000  in  hand  to  declare  a dividend  of  20  per  cent 
to  the  depositors,  15,000  of  whom  have  claims  of  less  than  $5 
each.  A large  number  of  debtors  have  paid  to  the  Institution 
small  amounts.  The  Commissioners  have  offered  the  real  estate  of 
debtors  for  sale  at  auction,  but  owing  to  the  insufficiency  of  the 
bids  have  bought  in  the  property  themselves,  thus  converting  such 
indebtedness  into  real  property.  The  objection  has  been  raised 
that  the  Commissioners  have  not  the  power  to  acquire  real  estate, 
but  that  their  duty  is  to  realize  money  only,  to  be  distributed 
among  the  depositors.  Owing  to  the  depression  in  the  real  estate 
market  they  cannot  dispose  of  such  property  as  comes’  into  their 
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possession.  The  Attorney-General  has  decided  that  the  Commis- 
sioners cannot  resign  their  office,  as  they  proposed  doing  several 
months  ago. 

As  Congress  reserved  the  right  to  inspect  the  books  of  the  Bank, 
and  to  examine  its  affairs,  it  has  been  urged  that  some  compensa- 
tion may  hereafter  be  made  to  the  defrauded  freedmen.  But  it  is 
to  be  feared  that  the  claims  will  in  that  case  be  bought  up  at  a 
small  percentage  by  speculators,  and  meanwhile  the  frugal  deposit- 
ors have  become  disheartened  and  discouraged.  Many  of  them,  it 
is  said,  have  ceased  to  save,  and  are  spending  their  earnings  as 
fast  as  they  get  them.  Thus  disastrously  has  resulted  Mr.  Sum- 
ner’s philanthropic  scheme  to  teach  the  colored  wards  of  the 
.nation  the  virtues  of  economy  and  forethought,  which  are  so  essen- 
tial to  their  new  position  as  free  citizens. 


NEW  SAVINGS  BANK  LAW  OF  NEW  YORK. 

The  general  law  just  passed  for  the  regulation  of  the  Savings 
Banks  in  this  Statfe  has  somewhat  disappointed  expectation.  Still  it 
contains  important  reforms.  It  has  also  the  distinguished  merit 
of  putting  an  end  to  the  notorious  evils  of  special  legislation. 

Its  chief  provisions  are  as  follows:  First,  it  requires  the  Savings 

Banks  to  report  once  a year  to  the  Superintendent  of  the  Banking 
Department  at  Albany  a full  statement  of  the  previous  year’s 
transactions.  The  law  also  gives  the  power  to  the  Superintendent 
to  examine  each  Savings  Institution  once  in  two  years,  or  at  any 
time  when  circumstances  seem  to  require  it.  The  Superintendent 
is  also  charged  to  exercise  a general  supervision  over  the  affairs  of 
all  Savings  Banks  in  the  State.  Secondly,  the  law  declares  that 
no  Savings  Institutions  shall  pay  more  than  six  per  cent,  interest  to 
their  depositors.  It  also  limits  the  deposits  in  the  name  of  any 
one  individual  to  $ 5,000.  It  permits  a surplus  fund  to  be  accu- 
mulated amounting  to  ten  per  cent,  of  the  deposits,  after  which 

all  the  net  earnings  are  to  be  divided  among  the  depositors. 

As  to  investments,  the  law  provides  that  all  the  deposits  are  to 
be  invested  in  bonds  and  mortgages  on  real  estate,  in  United 
States  and  New  York  State  stocks,  in  stocks  of  other  States  which 
have  not  defaulted  in  payment  of  principal  and  interest  within  ten 
years;  in  city,  county,  village  and  town  bonds  of  this  State,  and 
in  real  estate  and  buildings  necessary  for  the  convenient  transaction 
of  their  business,  limiting  such  investments  to  fifty  per  cent,  of 
their  surplus.  It  prohibits  the  Savings  Banks  from  loaning  their 
deposits  upon  notes,  bills  of  exchange,  drafts,  or  any  other  per- 
sonal securities;  from  dealing  or  trading  in  merchandise  or  wares; 
from  buying  or  selling  exchange,  gold  or  silver,  and  from  collect- 
ing or  protesting  promissory  notes.  Their  surplus  and  available 
funds  must  be  invested  in,  or  loaned  on,  the  same  kind  of  securi- 
ties as  their  deposits. 
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Finally  the  law  intrusts  to  the  Superintendent  of  the  Banking 
Department  the  power  of  chartering  Savings  Banks  after  certain 
forms  and  proceedings  shall  have  been  complied  with,  following 
the  precedents  as  to  chartering  banks  of  discount  and  deposit, 
insurance  companies,  religious  societies,  social  and  literary  clubs, 
manufacturing  and  railroad  corporations,  all  of  which  are  chartered 
under  general  laws.  It  also  gives  the  Superintendent  authority  to 
change  the  name  of  Savings  Banks,  and  consent  to  their  removal 
from  one  locality  to  another  within  the  same  county  wherein  such 
contingencies  may  arise.  Banks  of  discount  and  deposit  are  pro- 
hibited from  advertising  themselves  as  Savings  Banks,  under  penal- 
ties. Their  directors  may  be  trustees.  All  existing  Savings  Banks 
are  required  to  conform  their  several  charters  to  the  provisions  of 
this  law,  but  their  present  investments  are  protected. 

Such  are  the  chief  provisions  of  the  new  Savings  Bank  law  of 
this  State,  of  whose  defects  so  much  has  been  said.  The  chief 
ground  of  dissatisfaction  with  it  is  that  it  is  not  final;  but  will 
require  to  be  amended  at  an  early  day,  for  the  simple  reason  that  it 
does  not  embody  the  whole  results  of  our  past  experience  in  regard 
to  Savings  Bank  legislation.  For  example,  the  principle  has  long 
been  established,  that  the  more  publicity  is  given  to  Savings  Bank 
affairs  the  better.  Hence  the  requirement  has  been  strenuously 
insisted  on,  that  the  official  reports  should  be  made  and  given  to 
the  public  at  brief  intervals.  A few  years  ago,  in  accordance  with 
this  policy,  the  Savings  Bank  reports  were  published  annually. 
This  being  found  insufficient,  the  publication  was  ordered  twice  a 
year,  and  it  was  urgently  recommended  to  make  them  quarterly. 
The  law  before  us  has  reversed  this  old  conservative  policy:  it 
goes  back  to  the  system  of  yearly  reports,  and  thus  prepares  the 
way  for  future  necessary  changes  in  a law  which  was  intended  to 
be  settled  and  final.  It  is  true  that  these  defects  are  in  part 
remedied  by  the  discretionary  powers  confided  to  the  Superintendent 
to  enter  any  bank  and  to  investigate  its  affairs  “ whenever  circum- 
stances seem  to  require  it;”  but  this  arrangement  is  a very  clumsy 
expedient,  if  its  object  is  to  operate  on  the  banks  as  a preventive 
of  mismanagement.  All  experience  shows  that,  if  we  wish  to  pre- 
vent evil  by  publicity,  quarterly  statements  are  better  than  semi- 
annual, and  should  therefore  have  been  adopted  in  the  new  law. 

Another  criticism  of  this  law  is,  that  its  regulations  in  regard  to 
investments,  though  more  stringent  than  those  formerly  in  opera- 
tion, are  still  insufficiently  guarded.  The  chief  ground  for  this 
complaint  seems  to  be  that  on  the  list  of  permissible  securities, 
village,  town  and  county  bonds  still  find  a place;  as  does  also 
real  estate,  to  the  extent  of  50  per  cent,  of  the  surplus  of  the 
investing  bank.  The  recent  disaster  of  the  Freedman’s  Bank,  to 
which  we  refer  elsewhere,  adds  another  to  the  numerous  proofs  ol 
the  peril  of  such  investments  when  injudiciously  made  by  Savings 
Banks.  It  is  said  that  a smaller  number  of  persons  are  now  dis- 
posed to  find  fault  with  the  prohibition  of  Savings  Banks  to  pay 
more  than  6 per  cent,  interest  on  deposits.  In  these  days  of  hot 
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competition  among  the  moneyed  institutions  such  a restriction  is 
wise  and  sound.  Savings  Banks  cannot  pay  as  high  rates  for 
deposits  as  can  institutions  or  firms  that  deem  themselves  author- 
ized to  take  special  risks,  and  do  not  scruple  to  put  in  jeopardy 
the  safety  of  the  principal  for  the  sake  of  securing  a higher  rate  of 
interest. 

Since  the  foregoing  remarks  were  in  type  we  have  received  a 
copy  of  an  earnest  and  suggestive  letter  to  a Savings  Bank  Presi- 
dent, by  Mr.  Josiah  Quincy,  from  which  we  make  the  following 
extracts : 

“ One  of  the  ablest  presidents  of  a savings  bank,  who  was  urged 
by  his  depositors  to  pay  six  per  cent.,  told  me  that  after  a care- 
ful calculation  it  was  found  that  it  could  not  pay  its  taxes  and 
expenses  and  do  it  honestly,  unless  every  cent  of  their  money  was 
drawing  7 3-10  per  cent,  and  they  made  no  losses.  I have  be- 
fore me  the  report  of  the  Commissioners  of  the  Savings  Banks  for 
the  last  year.  On  the  99th  page  is  a statement  of  your  invest- 
ments. Assuming  that  your  stocks  were  purchased  at  the  average 
premium,  and  seeing  that  nearly  half  of  your  investments  on  loans 
were  at  only  seven  per  cent.,  I do  not  see,  assuming  the  opinion 
of  the  savings  bank  president  to  be  correct,  how  you  are  able, 
even  if  you  made  no  losses  and  kept  all  your  money  drawing  in- 
terest, to  pay  as  you  did,  six  and  one-half  per  cent,  to  your  de- 
positors without  infringing  on  your  capital.  Your  ten  per  cent, 
loans  were  not,  in  my  opinion,  sufficient  to  make  up  the  difference. 

“ But  however  it  was  last  year,  it  will  be  impossible  to  do  it 
on  good  security  this  year,  and  if  you  do  it,  as  you  advertise,  I 
do  not  see  but  you  must  infringe  on  your  capital  by  paying  six 
per  cent,  interest,  not  from  the  income  of  your  investments  but 
from  the  property  of  the  depositors  themselves.  The  high  rates 
paid  by  savings  banks  have  produced  a vast  change  in  the  finan- 
cial relations  of  the  people.  Formerly  the  capitalist  of  the  village 
loaned  his  money  to  his  neighbor.  He  now  deposits  it  in  a sav- 
ings bank.  Take  one  instance  among  a thousand.  Within  a month, 
as  I am  credibly  informed,  a capitalist  in  the  country  sent  a check 
for  ten  thousand  dollars  to  a savings  bank  in  this  city  and  received 
in  return  books  in  his  own  name  as  trustee  for  imaginary  persons, 
thus  loaning  his  money  on  demand  at  six  per  cent.,  concealing  it 
from  the  assessor  of  his  town  and  sharing  the  reduced  taxation 
that  was  intended  by  the  State  only  for  the  benefit  of  the  poor. 
Now  if  a poor  man  wishes  to  obtain  a loan,  either  to  build  him 
a house  or  to  aid  him  in  his  business,  he  is  ushered  into  the  aw- 
ful presence  of  a president  of  a savings  bank — of  a man  who, 
having  agreed  to  pay  his  depositors  six  per  cent.,  must  squeeze 
out  the  highest  possible  rate  from  the  necessities  - of  the  borrower ; 
the  lender  being  in  fact  a member  of  associations  whose  interest  is 
to  keep  up  the  value  of  capital,  or,  in  the  language  of  the  day, 
to  get  and  keep  up  a comer  in  the  money  market. 

“ On  the  management  of  the  savings  banks  more  than  on  any 
other  thing  the  financial  interest  of  the  State  depends.  They  hold 
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about  225,000,000  dollars  payable  on  demand,  or  in  some  cases 
on  a notice  of  thirty  days.  Their  security  rests  on  the  confidence 
with  which  the  management  of  the  old  savings  banks  has  inspired 
the  community.  Confidence  is  a plant  of  slow  growth  and  very 
delicate  nature.  Let  it  be  supposed  that  these  banks,  in  order  to 
pay  high  rates,  loan  on  insufficient  security,  or  that  they  are  pay- 
ing depositors  out  of  their  own  capital,  or  that  by  artificial  means 
they  are  keeping  up  the  price  of  money,  and  a revulsion  of  feel- 
ing may  take  place  that  will  shake  our  financial  world  to  its  center. 
Two  years  ago  the  Freedman’s  Savings  Bank  in  Washington  had 
a credit  equal  to  your  own.  To-day  the  poor  depositors  are  sell- 
ing their  books  at  ten  cents  on  a dollar ; and,  what  is  worse, 
have  lost  confidence  in  all  institutions,  and  are  wasting  their 
money  instead  of  saving  it.  What  steps  can  be  taken  to  avoid 
such  a catastrophe?  Let  the  Legislature  compel  every  bank  to 
do  by  law  what  every  conservative  bank  does  from  financial  fore- 
sight— pay  a regular  five  per  cent,  to  depositors  who  withdraw 
their  money,  and  once  in  three  years  divide  the  surplus  to  those 
who  remain,  in  proportion  to  the  length  of  time  their  deposits 
have  been  in  the  institution.” 


THE  USURY  LAWS  IN  INTER-STATE  CONTRACTS. 

In  Georgia  a new  usury  law  has  just  been  passed,  fixing  the 
rate  of  interest  at  seven  per  cent.,  but  allowing  twelve  per  cent,  to 
be  taken  by  special  contract.  In  Tennessee  an  attempt  has  lately 
been  made  to  pass  a new  law  to  regulate  usury,  but  it  did  not 
succeed.  It  is  much  to  be  regretted  that  the  usury  laws  in  this 
country  are  so  far  behind  the  rest  of  our  system  of  jurisprudence. 
There  is  no  other  commercial  nation  in  the  world  in  which  so  anom- 
alous a state  of  things  exists.  In  part,  the  slow  progress  of  usury 
reform  is  due  to  the  influence  of  the  State  of  New  York,  whose 
usury  lawrs  have  long  been  a burden  upon  our  agriculture  and 
commerce.  They  have  hindered  the  development  of  the  country, 
crippled  industry,  and  checked  productive  growth.  Many  attempts 
have  been  made  to  reform  our  usury  laws;  in  1874  a new  law  very 
nearly  succeeded;  it  passed  both  Houses,  but  was  recalled  by  a vote 
to  reconsider ; and  so  its  enemies  killed  the  bill.  During  this  year, 
from  peculiar  circumstances  which  are  well  known  and  temporary, 
the  money  market  has  been  so  easy  in  Wall  street  that  the  annual 
movement  against  the  usury  laws  has  been  carried  on  with  less  vigor 
than  usual.  Next  year  it  is  hoped  that  the  agitation  will  be  car- 
ried on  with  more  spirit.  Our  usury  reformers,  both  in  this  State 
and  elsewhere,  have  often  foiled  in  consequence  of  having  too 
many  plans,  on  no  single  one  of  which  they  could  all  agree.  The 
best  and  simplest  of  the  proposed  statutes  on  usury  is  that  of  1874, 
which  was  copied  from  a draft  formerly  prepared  by  the  Chamber 
of  Commerce.  It  was  nearly  successful  last  year.  This  statute 
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would  at  once  incorporate  into  our  legislation  the  enlightened  prin- 
ciples which  preside  over  the  usury  laws  of  England  and  France. 
Its  provisions  are  simple.  It  continues  the  rate  of  seven  per  cent, 
as  legal  interest  in  the  absence  of  any  agreement.  It  secures  to 
every  citizen  the  right,  now  monopolized  under  our  present  statute 
by  a few  privileged  people,  to  stipulate  by  special  contract,  oral 
or  written,  for  the  payment  of  any  higher  rate  without  restriction. 
This  bill  has  received  at  various  times  the  approval  of  our  best 
men  in  the  banking,  commercial,  and  legal  circles.  Its  adoption  is 
a mere  question  of  time.  Its  rejection  year  after  year  since  1838, 
when  the  present  law,  with  its  antiquated  penalties,  was  enacted, 
has  done  more  to  check  our  agriculture,  impoverish  our  farmers, 
and  retard  our  industries,  than  any  other  fiscal  or  financial  error 
now  to  be  found  in  the  statute  book  of  New  York. 

The  Supreme  Court  of  the  United  States  has  just  decided  an 
important  case  touching  the  effect,  in  reference  to  the  usury  laws, 
when  a draft  drawn  in  one  State  is  accepted  in  another.  The 
case  was  that  of  Tilden  v,  Blair.  The  opinion  was  delivered  by 
Mr.  Justice  Strong,  and  is  as  follows: 

“That  the  contract  upon  which  the  suit  was  brought  was  made 
in  Illinois,  must  be  considered  as  established  by  the  findings  of 
the  Circuit  Court.  It  is  true  the  defendants  formally  accepted 
the  draft  in  New  York,  and  promised  to  pay  at  a bank  in  New 
York,  but  there  was  no  operative  acceptance  until  the  draft  was 
negotiated.  They  sent  it  back  to  Illinois,  where  it  had  been 
drawn,  for  the  purpose  of  having  it  negotiated  there.  Pelton,  the 
drawer,  for  whose  accommodation  the  acceptance  was  given,  was 
thus  constituted  the  agent  of  the  acceptors  to  give  effect  to  their 
action.  While  the  draft  remained  in  his  hands  it  was  no  binding 
contract.  He  had  no  rights  as  against  the  defendants,  but  he  was 
empowered  to  negotiate  the  draft,  and  thereby  to  initiate  a liability 
not  only  of  himself,  but  also  of  the  defendants.  It  was  only  when 
the  instrument  was  negotiated  that  it  became  an  accepted  draft. 
It  has  long  been  settled  that  the  liability  of  an  acceptor  does  not 
arise  from  merely  writing  his  name  on  the  bill,  but  that  it  com- 
mences with  the  subsequent  delivery  to  -a  bona  fide  holder,  or 
with  notice  of  acceptance  given  to  such  holder.  Byles  on  Bills , 
1 5 1.  That  this  is  so  has  been  often  asserted  in  judicial  decisions, 
and  often  in  New  York.  Cook  v . Litchfield,  5 Seld.y  279;  Lee  v. 
Selleck,  33  N \ K,  615,  and  Hyde  v.  Goodenow,  3 Comst .,  271. 
The  doctrine  is  most  reasonable.  It  is,  therefore,  quite  immaterial, 
under  the  facts  of  this  case,  that  the  defendants  resided  in  New 
York,  and  that  they  there  wrote  their  acceptance  upon  the  draft. 
In  legal  effect  they  accepted  the  draft  in  Chicago,  when  by  their 
authority  the  drawer  negotiated  it,  and  thus  caused  effect  to  be 
given  to  their  undertaking.  Nor  is  the  law  of  the  contract  changed 
by  the  fact  that  the  acceptance  was  made  payable  in  New  York. 
The  place  of  payment  was  doubtless  designated  for  the  convenience 
of  the  acceptors,  or  to  facilitate  the  negotiation  of  the  draft.  But 
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it  is  a controlling  fact  that  before  the  acceptance  had  any  opera- 
tion— before  the  instrument  became  a bill,  the  defendants  sent  it 
to  Illinois  for  the  purpose  of  having  it  negotiated  in  that  State- 
negotiated,  it  must  be  presumed,  at  such  a rate  of  discount  as  by 
the  law  of  that  State  was  allowable.  What  more  cogent  evidence 
could  there  be  that  it  was  intended  to  create  an  Illinois  bill? 
The  case  is  exactly  the  same  as  it  would  be  if  the  defendants  had 
been  residents  of  Chicago  when  the  draft  was  drawn,  and  had 
accepted  it  at  Chicago  for  the  accommodation  of  the  drawer, 
designating  New  York  as  the  place  of  payment.  It  is  plain, 
therefore,  that  the  contract  is  an  Illinois  contract,  and  that  the 
rights  and  liabilities  of  the  parties  must  be  determined  according 
to  the  law  of  that  State.  By  its  statutes  persons  may  contract  to 
receive  ten  per  cent,  interest  upon  any  debt  due  them,  whether  it 
be  verbal  or  written.  If  they  stipulate  for  a higher  rate,  they  for- 
feit the  interest,  but  the  statute  expressly  allows  the  recovery  of 
the  principal.  The  contract  is  not  declared  to  be  void.  Only  so 
much  of  it  is  void  as  exacts  the  excessive  interest.  And  by  a 
legislative  act  passed  February  12,  A.  D.  1857  ( Gross ’ Statutes , 
371-2),  it  is  enacted  as  follows,  viz.:  “ \Yrhen  any  contract  or  loan 
shall  be  made  in  this  State,  or  between  citizens  of  this  State  and 
any  other  State  or  country,  bearing  interest  at  any  rate  which  was 
or  shall  be  lawful  according  to  any  law  of  the  State  of  Illinois,  it 
shall  and  may  be  lawful  to  make  the  amount  of  principal  and 
interest  of  such  contract  or  loan  payable  in  any  other  State  or 
Territory  of  the  United  States,  or  in  the  city  of  London,  England: 
and  in  all  such  cases  such  contract  or  loan  shall  be  deemed  and 
considered  as  governed  by  the  laws  of  the  State  of  Illinois,  and 
shall  not  be  affected  by  the  laws  of  the  State  or  country  where 
the  same  shall  be  made  payable.”  Provisions  very  similar  to  these 
are  also  made  by  the  statute  of  February  16,  1857.  Gross’  Stats, 
ut  supra. 

“ If,  then,  the  contract  is,  as  we  think  it  must  be  regarded,  an 
Illinois  contract,  and  if,  therefore,  the  rights  of  the  plaintiff  are  to 
be  determined  by  the  laws  of  that  State,  there  can  be  no  doubt 
he  was  entitled  to  judgment,  and  to  judgment  for  the  full  face  of 
the  draft,  with  interest  from  the  time  it  fell  due.  Even  if  the 
contract  had  been  usurious,  he  would  have  been  entitled  to  a 
judgment  for  all  that  the  Circuit  Court  allowed  him,  for,  as  we 
have  seen,  the  contract  would  not  have  been  void,  the  statute 
expressly  declaring  that  when  usury  is  taken  the  principal  debt 
may  be  recovered,  while  the  interest  reserved  may  not  be.  The 
case  would  be  quite  different  if  the  law  of  the  State  made  void 
an  instrument  usuriously  negotiated.  There  was,  however,  no 
usury.  And  where  a note  or  bill  is  not  made  void  by  statute, 
mere  illegality  in  its  consideration  will  not  affect  the  rights  of  a 
bona  fide  holder  for  value.  Norris  v.  Langley,  19  Ar.  H.,  423; 
Converse  v.  Foster,  32  Vt.y  320 ; Conkling  v.  Underhill,  3 Seam .. 
388.  The  plaintiff  in  this  case  was  a bona  fide  purchaser  of  the 
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draft.  At  the  time  of  his  purchase  he  had  no  notice  of  any 
equities  in  the  drawer,  or  in  the  acceptors.  There  was  nothing  on 
the  face  of  the  instrument  to  awaken  suspicion  that  it  was  accom- 
modation paper,  or  that  it  had  not  been  regularly  and  lawfully 
negotiated.  He  bought  it  from  bill  brokers,  after  it  had  been 
indorsed  by  the  drawer  and  payee,  and  also  by  Carpenter,  an 
apparent  indorsee  of  the  payee.  That  his  purchase  was  not  cor- 
rupt; that  it  was  perfectly  lawful  under  the  law  of  Illinois,  can 
admit  of  no  question.  Sherman  v.  Blackman,  24  ///.,  347 ; 
Hemingway  v.  Cropsey,  37  Id.,  357.  And  this,  the  rule  every- 
where unless  the  note  or  bill  is  declared  by  statute  to  be  void  in 
its  inception. 

“The  plaintiffs  in  error,  therefore,  have  no  cause  of  complaint. 
The  Circuit  Court  gave  judgment  against  them  for  the  sum  which 
the  plaintiff  had  paid  for  the  draft,  without  interest.  The  judg- 
ment was  only  too  favorable  to  them.  It  should  have  been  for 
the  full  amount  of  the  acceptance,  with  interest  from  the  time  it 
fell  due,  and  had  the  case  been  brought  here  by  the  plaintiffs 
below  we  should  direct  such  a judgment.  But  the  present  writ 
presents  to  us  only  the  assignments  of  error  made  by  the  defend- 
ants, and  as  they  are  unsustained,  we  can  do  no  more  than  affirm 
the  judgment  given.  The  judgment  is  affirmed.’' 


THE  FINANCIAL  SYSTEM  OF  FRANCE. 

Some  of  the  most  interesting  of  the  political  lessons  taught  by 
De  Tocqueville  in  his  Ancien  Regime  are  connected  with  the  growth 
of  that  complex  fabric  of  bureaucratic  administration  which  has 
made  France  so  famous.  It  is  a common  error  to  suppose  that 
this  grand  system  of  official  hierarchy  had  its  first  beginning  under 
Napoleon.  De  Tocqueville  shows  that  in  reality  the  bureaucratic 
tree  had  been  quietly  growing  up  for  centuries,  and  that  what  it 
owed  to  the  Revolution  of  1789  and  to  the  Napoleonic  Govern- 
ment established  on  the  ruins  of  that  catastrophe,  was  to  reveal 
the  vigor  and  dimensions  of  the  tree,  and  to  clear  it  from  the  old 
rubbish  by  which  effete  dynasties  had  so  long  choked  it  and  hidden 
its  growth.  Recent  events  have  called  much  public  attention  to  the 
immense  power  of  the  financial  mechanism  of  France.  The  pres- 
sure under  which  the  system  has  worked  during  the  last  four  or  five 
years  has  astonished  the  financial  world  no  less  than  the  magnificent 
results  it  has  achieved.  Never  before  has  so  important  a transfer  of 
capital  been  so  conspicuously  made  in  the  financial  arena  of  Europe. 
The  new  stimulus  of  the  capital  poured  from  France  into  Germany 
has  given,  and  is  long  destined  to  give,  to  financiers  and  to  political 
economists  abundant  scope  for  inquiry  and  speculation.  Setting 
aside  the  fundamental  question,  where  and  how  France  got  the  need- 
ful sum  of  capital,  in  the  methods  of  its  transfer  we  have  a multi- 
tude of  interesting  practical  points  crowding  on  our  attention.  Thus 
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the  London  Times,  in  an  article  on  the  essay  of  M.  Wolowski  on  the 
German  Indemnity,  which  we  lately  published,  made  the  remark 
that  the  payment  of  such  prodigious  sums  of  money  was  one  of 
the  triumphs  of  Government  finance,  and  exhibited  the  efficiency 
of  the  management  of  the  French  Treasury.  Now  the  Treasury 
of  France  owes  much  of  its  efficiency  to  the  perfect  adjustment  of  its 
Bureaucratic  Administration.  Formerly,  the  French  system  of  public 
finance  was  distinguished  in  Europe  for  its  cumbrous  inefficiency  and 
for  its  oppressive  costliness.  At  the  outbreak  of  the  Revolution  of 
1789  it  had  been  somewhat  reformed.  Under  Count  Mollien,  the 
Marquis  d’  Audiffret,  and  other  men  of  administrative  ability,  it  was 
gradually  purged  of  its  worst  evils,  and  is  now  superior  in  some  respects 
to  the  fiscal  system  of  any  other  European  country. 

Two  questions  suggest  themselves  when  we  approach  this  great  Ad- 
ministrative Fabric  which  the  skill  and  genius  of  successive  generations 
of  wise  master-builders  have  reared.  We  might  ask,  first,  whether  the 
fiscal  mechanism  is  adapted  to  the  people  and  the  people  to  it.  Sec- 
ondly, we  might  inquire  how  its  parts  are  adjusted  and  fit  together  so 
as  to  work  in  harmony.  Thus  in  taking  up  a watch  we  may  examine 
it  either  as  to  its  fitness  for  its  owner  and  its  relations  to  him ; or  we 
may  take  the  watch  to  pieces  and  put  it  together  again  so  as  to  explore 
and  understand  the  peculiar  use,  beauty  or  perfection  of  every  part. 
It  is  the  latter  method  that  we  propose  to  apply  to  the  French  Treas- 
ury. We  shall  take  it  to  pieces,  so  to  speak,  and  try  to  find  out  how  its 
parts  are  adjusted  together,  and  how  they  all  act  in  unison  so  as  to  do 
so  much  work  and  to  do  it  so  well. 

In  examining  the  French  system  of  Treasury  administration,  the 
first  thing  which  strikes  the  observer  is  the  unity  of  the  whole, 
its  centralization,  its  efficient  self-direction,  its  vigorous  control  of 
every  part  by  the  overwhelming  authority  of  the  central  adminis- 
tration, so  that  each  functionary  is  wholly  regulated  by  the  Minis- 
try of  Finance  in  Paris,  just  as  every  wheel  is  controlled  by  the 
main-spring  of  a watch.  Every  French  official  connected  with  the 
receipt  and  disbursement  of  the  public  money  is  accountable 
to  that  Ministry,  and  every  clerk  is  an  officer  of  the  Treasury. 
There  are  Receivers-General  in  each  of  the  eighty-six  departments, 
into  whose  offices  the  public  revenue  of  the  respective  districts  flow's. 
These  offices  are  a part  of  the  General  Treasury,  so  that  money  paid 
into  them  is  in  the  Treasury,  and  can  only  be  paid  out  or  withdrawn 
by  the  regular  processes  of  the  Treasury.  The  great  books  of  the  Min- 
ister of  Finance,  at  Paris,  contain  a full  statement  of  all  the  money  in 
the  various  offices. 

No  money  can  be  disbursed  but  in  the  regular  order  of  proceed- 
ing; of  course,  none  can  be  paid  without  a credit  opened  under 
authority  of  a law  permitting  the  payment;  no  payment  can  be 
made  under  that  credit,  unless  a special  order  ( mandat ) is  signed 
by  a proper  officer,  and  addressed  to  the  special  officer  with  w hom 
the  credit  is  opened ; and,  finally,  no  payment  can  be  made,  unless 
the  officer  to  whom  the  mandat  is  addressed  finds  every  previous 
step  in  accordance  with  law  and  instructions;  and  when  the  dis- 
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bursing  officers  make  their  return,  it  must  appear  that  every 
formality  has  been  observed,  and  that  the  whole  proceedings  are 
according  to  law,  and  in  due  form,  or  the  credit  will  not  be 
allowed.  * 

The  whole  proceedings  of  the  officers  of  the  Treasury  in  the 
processes  of  payment,  and  their  mode  of  rendering  their  accounts, 
are  subject  to  the  scrutiny  of  a court  of  accounts,  consisting  of  a 
president  ( premier ),  three  vice-presidents  {de  chambre ),  eighteen 
master  counsellors  of  the  first  class  and  sixty-two  of  the  second 
class,  and  of  a procureur-general.  There  is  here  abundant  prepara- 
tion for  scrutiny  and  watchfulness.  But,  although  the  forms  are 
complete,  the  system  perfect,  the  accountability  strict  and  steadily 
enforced,  and  although  nine-tenths,  and  more,  of  the  officers  may 
be  thus  held  to  strict  official  honesty,  there  must  still  be  points  of 
contact  between  the  system  and  the  outside  world,  at  which  frauds 
may  enter  and  pass  through  all  the  forms  which  official  care  and 
experience  have  provided  in  the  way  of  prevention.  Extreme 
complication  may*  indeed,  be  the  very  hiding-place  of  pecula- 
tion; and  it  may  be  more  difficult  to  follow  die  traces  of  a sys- 
tematic robber  of  the  public,  than  if  he  had  no  such  forms  as  a 
cloak  to  villany. 

It  has  often  been  shown  that  the  French  Treasury,  however  com- 
plicated its  machinery,  and  however  numerous  its  official  incum- 
bents, is  not  without  its  proper  connection  and  sympathies  with  the 
business  of  the  people.  Among  its  numerous  officials  is  one  in 
direct  relation  with  the  Chief  Minister  of  Finance,  who  has  special 
charge  of  the  locality  of  all  money  in  the  Treasury.  He  can 
neither  receive  nor  pay  money;  but  he  can  transfer  the  public 
money  from  one  office  of  the  Treasury  to  another,  and  place  it 
wherever  the  exigencies  of  the  Government  may  require.  It  is  in 
the  office  of  this  functionary  that  is  established  a direct  and  very 
important  connection  with  the  current  business  of  the  day.’  His 
duty  requires  of  him  a careful  and  timely  study  of  the  points  of 
public  expenditure;  he  must  know  not  only  where  the  money  will 
be  wanted,  but  he  must  have  it  ready  when  required.  To  accom- 
plish this  important  object,  it  becomes  his  duty  to  study  the 
domestic  trade  of  the  country,  that  he  may  avail  himself  of  the 
internal  exchanges  in  the  necessary  distribution  of  the  money  in 
the  Treasury.  In  quiet  times  it  seldom  happens  that  the  French 
Treasury  ever  shifts  the  locality  of  its  actual  money  balances.  It 
may  require  many  circuitous  transfers  to  move  the  excess  in  some 
departments  skillfully  and  promptly,  so  as  to  supply  the  deficiency 
in  other  departments.  To  make  these  transfers,  the  officer  who  has 
special  charge  of  that  duty  relies  almost  wholly  on  the  domestic 
exchanges.  He  is  well  informed  where  funds  are  wanted  for  the 
purposes  of  industry  or  trade ; he  learns  where  and  when  those  who 
reside  in  the  vicinity  of  each  office  of  the  Treasury  desire  to  remit 
funds;  and  he  learns  whence  and  when  they  wish  to  draw  them. 
His  office  becomes  the  depository  of  this  information,  because  he 
intervenes  in  this  business  of  giving  drafts  upon  the  Treasury, 
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payable  at  other  points,  and  giving  money  at  his  own  office  for 
money  received  at  other  offices.  His  intervention  in  the  transmis- 
sion of  funds  assists  in  balancing  the  internal  exchanges  of  the 
countiy;  for,  of  course,  the  office  is  only  applied  to  when  the 
business  of  individuals  requires  such  accommodation.  But  this 
business  is  not  confined  to  receiving  money  at  an  office  of  the 
Treasury  in  one  place,  and  paying  the  amount  as  may  be  required 
at  another  office,  in  a different  place;  that  is,  to  a mere  exchange 
of  money  between  the  Treasury  and  individuals  at  different  places ; 
it  goes  much  further.  At  times  and  places  where  large  transfers 
of  funds  become  necessary,  the  proper  officer  of  the  Treasury 
becomes  the  receiver  of  commercial  or  individual  paper  to  a large 
amount,  and,  as  this  machinery  was  used  to  very  good  purpose 
during  the  negotiation  of  the  late  war  loans  and  the  payment  of 
the  war-fine,  it  is  worthy  of  a little  further  investigation. 

The  Receivers-General  of  the  eighty-six  departments,  and  their 
subordinates,  the  Receivers  of  the  Treasuries  of  the  Arrondissements 
and  Communes,  maintain  reciprocal  business  relations  by  frequent 
exchanges  of  money,  by  drafts  upon  each  other,  and  by  bills  upon 
Paris  and  other  places.  The  chief  officers  of  the  Treasury  become, 
by  the  constant  report  of  this  business  to  them,  intimately  acquainted 
with  the  whole  industrial  and  commercial  movement  of  the  popu- 
lation. They  regard  it  as  extremely  important  to  these  interests 
that  the  money  which  is  necessarily  withdrawn  from  private  uses 
for  public  purposes  should  be  retained  in  the  Treasury  as  short  a 
time  as  possible.  Out  of  the  immense  sums  annually  remitted  from 
the  country  treasuries  to  Paris,  not  more  than  ten  per  cent,  is 
ever  at  one  time  in  the  public  treasuries.  This  shows  that  disburse- 
ment follows  so  rapidly  upon  receipt  that  the  money  taken  from 
the  people  for  taxes  does  not  remain,  on  the  average,  more  than 
a month  or  two  out  of  its  proper  channels,  and  that  the  Govern- 
ment has  carefully  reduced  this  inconvenience  and  disadvantage  of 
taxation  to  the  lowest  possible  point.  By  this  regular  and  con- 
stant communication  with  men  of  capital  and  business,  by  this 
constant  association  with  them  in  the  business  of  transferring  funds, 
the  officers  of  the  Treasury  are  able  at  all  times  to  command,  in 
advance  of  the  regular  receipts,  large  sums  of  money,  which  are 
freely  placed  in  the  public  Treasury  at  low  rates  of  interest 
Money  is,  in  fact,  frequently  pressed  upon  the  various  Receivers  by 
those  who  desire  short  but  safe  investments,  and  by  those  who 
would  secure,  in  good  season,  the  aid  of  the  Treasury  in  placing 
money  at  particular  points.  The  Treasurers  of  the  departments  do 
not  lend  money,  though  they  receive  it  in  the  way  of  short  loans ; 
they  transfer  money  for  individuals,  and  they  purchase  bills  of 
exchange  upon  such  points  as  the  exigencies  of  the  public  may 
require.  Upon  one  side,  then,  there  are'  open  relations  between 
the  public  Treasuries  and  the  movements  of  trade  industry  and 
currency;  that  is,  upon  the  side  of  the  domestic  exchanges  of  the 
country;  the  transactions  of  the  Treasury,  in  relation  to  the  distri- 
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bution  of  its  funds,  are  blended  with  the  movements  of  the  inter- 
nal exchanges  as  conducted  by  the  individuals  concerned  in  it. 
This  constitutes  a very  broad  field  of  contact  between  the  business 
of  the  country,  from  which  the  money  is  withdrawn  by  taxation, 
and  the  public  Treasury.  The  public  money,  being  retained  for 
the  shortest  possible  time,  is  so  managed,  nevertheless,  as  to  render 
an  important  service  in  aiding  and  regulating  the  internal  exchanges. 
Taxation  having  reached,  in  France,  a point  beyond  which  it 
cannot  be  increased  without  passing  the  ability  of  the  people  to 
pay,  an  alleviation  of  the  burden,  like  that  we  have  just  men- 
tioned, is  of  signal  advantage.  According  to  the  old  revenue 
system  of  France,  the  money  remained  for  many  months  in  the 
hands  of  the  Receivers,  who  merely  made  advances,  on  interest,  to 
the  Government  from  time  to  time,  and  settled  their  accounts 
once  a year.  Now,  all  money  is  held  to  be  in  the  Treasury  from 
the  moment  it  is  received  into  the  office  of  any  department;  and 
it  is  sent  into  the  general  circulation  again  with  as  little  delay  -as 
possible.  The  assistance  thus  afforded  to  the  adjustment  of  the 
domestic  exchanges  greatly  promotes  punctuality  in  commercial  and 
industrial  payments  and  remittances,  by  diminishing  the  expense 
and  the  disturbances  occasioned  by  paying  the  balances  of  the 
internal  trade.  Such  are  the  chief  features  of  the  present  financial 
system  of  France  by  which  it  is  so  closely  connected  with  the 
internal  trade  and  exchanges. 

The  Marquis  d’  Audiffret  declares  that,  under  this  system,  the 
expenses  of  the  negotiations  or  transfers  of  the  Treasury  fell  from 
55,000,000  of  francs  to  2,000,000  or  3,000,000  upon  the  movement 
of  four  to  five  milliards  of  francs;  and  we  know  that  the  organ- 
ization upon  which  this  business  proceeds  has  long  been  upon 
such  a solid  basis  that  it  has  survived  uninjured  many  political 
revolutions. 

No  intermediary  is  permitted  by  the  Treasury  in  its  financial 
operations.  All  that  is  done  between  the  officers  of  the  Treasury 
and  men  of  business  must  be  done  in  forms  and  methods  of  the 
Treasury,  which  takes  all  the  power  and  assumes  all  the  responsi- 
bility. Not  even  the  Bank  of  France  is  exempt  from  this  rule. 
It  deals  with  the  Treasury  only  as  individuals  may  do;  there  is 
no  financial  connection  between  the  Bank  and  the  Treasury.  The 
Treasury  is  enabled  by  law,  through  its  officers,  to  perform  all 
the  acts  necessary  to  its  full  operation,  without  any  dependence 
on  the  Bank.  It  would  borrow  from  the  Bank  of  France  only  as 
it  would  from  individuals.  The  Treasury  is  itself  an  institution 
having  many  of  the  features  of  a bank,  of  which  the  officers  in 
the  departments  are  branches.  It  absorbs  a large  portion  of  the 
business  of  the  domestic  exchanges,  because  the  distribution  of  the 
public  funds  is  a business  of  the  same  nature.  To  keep  the  public 
exchange,  or  distribution  of  funds,  wholly  separate  from  the  private 
•would  be  an  injury  to  both.  The  Receivers  of  the  departments 
are  authorized,  under  the  direction  of  the  minister  having  special 
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charge  of  the  distribution  of  the  public  moneys,  to  deal  in  the 
domestic  exchanges  so  far  as  may  be  needful  to  effect  the  objects 
of  the  Treasury.  And  for  this  they  are  allowed  to  charge  a com- 
mission, when  the  rates  of  interior  exchange  admit  of  it  without 
expense  to  the  Government.  It  is  obvious  that  the  effect  must  be 
to  facilitate  remittances,  promote  punctuality,  and  lessen  the  rate 
of  domestic  exchange.  The  latter  result  is  so  obvious  that  it  has 
often  been  the  subject  of  complaint  that  this  intervention  of  the 
Treasury  in  the  domestic  exchange  is  an  injury  to  bankers  who 
are  specially  engaged  in  this  business.  To  this  it  is  replied  that 
the  Treasury,  in  doing  this,  is  only  attending  to  its  own  business 
in  the  best  way,  and  that  all  its  exchange  transactions  in  paper 
are  but  a branch,  or  a small  fraction,  of  its  business.  The  profits 
made  by  the  Receivers  are  an  economy  to  the  Treasury,  because 
it  is  by  this  mode  of  proceeding  that  the  expense  of  distributing 
the  public  funds  is  reduced  to  its  minimum. 

* The  Receivers-General,  eighty-six  in  number,  are  the  constant 
auxiliaries  of  the  local  officers,  whose  operations  and  acts  they  aid 
by  timely  provision  of  the  ways  and  means  applicable  to  the 
necessities  of  every  day  and  every  locality.  It  is,  in  fact,  through 
them  that  the  Treasury  is  enabled  to  meet  every  exigency,  by  its 
ready  access  to  the  capital  of  men  throughout  the  country,  who 
willingly  commit  their  money  to  the  public  through  the  hands  of 
these  faithful  depositaries  of  the  National  funds.  It  is  through 
the  confidence  they  inspire,  by  their  careful  regard  for  private  as 
well  as  public  interests,  that  the  idea  of  taking  shares  in  the  great 
book  of  the  National  debt  is  becoming  daily  more  familiar  and 
popular.  It  is  upon  the  faith  reposed  in  these  treasuries  of  the 
departments,  and  upon  the  advances  they  can  always  command, 
so  fully  proportioned  to  the  necessities  of  the  moment,  that  a re- 
serve of  more  than  a hundred  millions  of  francs  is  constantly  at 
the  disposition  of  the  Minister  of  Finance. 

“ Could  any  rival  system  replace,”  asks  d*  Audiffiet,  “ with  such 
security  and  economy,  a Treasury  system  so  well  tried,  and  so  much 
approved  in  France;  so  generally  admired  abroad,  so  favorable  to 
all  interests;  a system  which,  subjected  for  more  than  thirty  years 
to  the  perilous  vicissitudes  of  so  many  political  changes,  has  not 
ceased  its  regular  operation  for  a single  day;  has  not  for  one 
instant  superseded  the  full  use  or  due  application  of  the  public 
funds;  has  not  suffered  any  deficit  of  the  money  in  charge,  nor 
any  misapplication  of  resources,  general  or  special ; and  has 
promptly,  in  all  circumstances,  yielded  to  the  requirements  of 
law,  and  to  the  checks  of  that  accountability  needful  to  public 
security  ? 

“The  task  of  a Minister  of  Finance  would  be  incomplete,  as  a 
regulator  of  the  movement  of  the  National  wealth,  if  he  could  not 
direct  the  distribution  of  the  public  funds  derived  from  taxation 
and  from  credit ; funds  which,  from  this  double  source,  are  pouring 
into  the  Treasury,  and  from  the  Treasury  into  the  channels  of  a 
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circulation  of  paper  and  of  coin;  which  funds  are  thus  continually 
withdrawn  for  a short  time  from  the  employments  of  industry  and 
trade,  to  be  immediately  restored.  The  local  equilibrium  of 
receipts  and  disbursements  cannot  be  maintained  properly  and 
exclusively  for  the  public  Treasury,  if  at  the  same  time  private 
interests,  so  far  as  they  are  concerned  in  the  matter,  are  not 
assured  by  a wide  and  skillful  management  in  the  distribution  ol 
the  public  funds. 

“ France  is  the  only  nation  which  has  fully  appreciated  the  inti- 
mate connection  between  the  operations  of  finance  and  the  general 
movement  of  individual  transactions,  and  which  has  kept  them  in 
perfect  harmony  with  each  other,  without  disturbing  the  regular 
progress  of  either,  by  means  of  a mechanism  skillfully  adapted  to 
the  administration  of  the  Treasury. 

u But  that  this  incessant  disposal  of  the  means  and  daily  exigen- 
cies of  every  locality  be  not  deranged,  in  the  hand  which  regu- 
lates it  in  all  parts  of  the  country,  it  is  indispensable  to  leave  to  his 
direct  and  immediate  disposition  the  numerous  agents  and  func- 
tionaries who  accumulate  the  funds  to  be  distributed,  who  trans- 
mit them  sometimes  from  the  tax-payer  to  the  public  creditor, 
sometimes  from  the  offices  of  the  Receivers  into  the  channels  of 
commerce,  in  exchange  for  credits  in  accounts  current,  or  for  bills 
of  exchange,  payable  on  time  at  Paris,  and  upon  other  places. 
These  conversions  of  specie  into  commercial  paper  on  time,  these 
reciprocal  advances  of  the  agents  of  the  Treasury,  and  their  private 
or  unofficial  correspondents,  who  accept  from  and  render  favors  to 
the  public  Treasury,  according  to  local  necessities  and  the  wants 
of  the  Treasury,  maintain  at  all  points  of  the  country  the  ways  and 
means  necessary  to  balance  the  exchanges,  assure  the  punctual 
fulfillment  of  all  engagements,  and  give  a firm  basis  not  only  to 
private  but  to  public  credit.  This  beautiful  financial  organization 
gives  great  energy  to  the  action  of  authority,  by  affording  assist- 
ance to  all  interests,  public  and  private,  and  thus  aids  the  execu- 
tion of  its  orders,  even  in  times  of  the  greatest  difficulty. 

“ The  example  of  other  nations  has  amply  taught  us  how  impru- 
dent it  is  to  abandon  a prerogative  involving  such  influence,  to 
establishments  directed  by  a special,  and,  so  to  speak,  individual 
interest,  and  which  are  not  attached  by  strict  ties  to  the  direct 
and  universal  impulse  of  Government.  This  powerful  consideration 
counsels  us,  in  France,  never  to  extend  the  sphere  of  public  banks 
and  institutions  of  credit  beyond  a certain  limit,  distinctly  and 
practically  traced,  by  the  power  of  the  existing  circulation.  It  is 
enough  that  banks  and  institutions  of  credit  be  permitted  to  supply 
that  deficiency  of  the  circulation  which  the  present  stock  of  money, 
the  existing  currency  and  the  operations  of  the  Treasury,  with  ail 
its  subordinate  officers  and  functionaries,  cannot  furnish.” 

It  is  alleged  as  a great  fault  in  the  financial  system  of  the 
United  States,  that  it  is  wholly  secluded  from  the  business  of  the 
country;  that  it  manages  the  whole  transactions  of  the  public 
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Treasury  without  reference  to  any  direct  benefit  which  might  be 
conferred  upon  the  people  at  large,  or  any  burden  which  might 
be  lessened,  or  any  regulating  power  which  might  be  beneficially 
exerted;  but,  as  has  been  well  observed,  France  is  not  America, 
and  few  of  us  are  sufficiently  informed  of  the  details  and 
results  of  the  French  system,  in  regard  to  which  the  Marquis  in- 
dulges so  much  complacency,  to  make  a fair  comparison  between 
them.  We  have  no  reason  to  question  his  conclusions,  but  we  need 
information  in  regard  to  the  practical  operation  of  that  mode  of 
dealing  in  domestic  exchange  carried  on  so  extensively  by  the 
Treasury  of  France  through  its  branches  in  the  departments. 
Until  this  is  known  in  detail,  no  satisfactory  conclusions  can  be 
reached,  and  no  reliable  estimate  can  be  formed  of  the  true  value 
of  the  system,  and  especially  of  its  applicability  elsewhere. 

From  this  and  other  passages  in  the  wTorks  of  the  Marquis 
d’Audifiret,  it  is  seen  that  the  friends  of  the  present  admirable 
financial  system  of  France  have  an  objection  to  multiply  banks  of 
circulation.  It  is  remarkable  that  whilst  both  partake  of  this 
feeling,  they  have  taken  opposite  directions  in  their  practical 
measures.  In  France  the  public  Treasury  has  resolved  itself, 
through  its  eighty-six  branches,  into  a great  institution  for  the 
management,  aid  and  regulation  of  the  domestic  exchanges,  hav- 
ing many  of  the  characteristics  of  a vast  National  Bank.  In  this 
country  all  connection  with  the  current  business  has  been  severed ; 
the  Treasury  performs  no  function  of  a bank,  it  recognizes  no  per- 
sons but  those  from  whom  it  receives  money,  and  those  to  whom 
it  pays  money — its  debtors  and  creditors.  Whatever  has  been  done 
beyond  this  is  against  the  spirit  of  the  system  and  the  letter  of 
the  law.  Like  an  individual  who  keeps  no  bank  sfccount,  our 
public  Treasury  merely  receives,  keeps  and  pays  out  its  own 
money.  The  people  of  the  United  States  make  all  their  large 
payments  through  banks;  the  Treasury  as  far  as  possible  ignores 
them. 

The  French  Treasury  associates  itself  with  the  general  business 
of  the  country,  so  far  as  even  to  fill,  to  some  extent,  the  place 
of  banks  or  institutions  of  credit;  the  idea  being,  that,  so  far  as 
the  Treasury  can  afford  the  same  facilities  in  regard  to  domestic 
exchange  w'hich  banks  give,  it  should  do  so  to  the  exclusion  of 
banks;  that  private  institutions,  wholly  under  the  guidance  of  pri- 
vate interests,  cannot  so  fully  promote  the  general  interests  as  the 
action  of  the  Treasury,  when  directed  to  the  same  ends. 

The  policy  of  this  country  is,  that  neither  banks  nor  individuals 
should  be  allowed  much  discretion  in  transactions  where  the  public 
funds  are  concerned.  Our  experience  has  thus  developed  less 
confidence  in  official  virtue  than  the  Bureaucratic  Administration 
of  France  and  of  Continental  Europe.  The  causes  of  this  diversity 
belong  to  the  second,  department  of  inquiry  to  which  we  referred  at 
the  beginning  of  this  article. 
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INDUSTRIAL  GROWTH’ AND  SOCIAL  DEVELOPMENT. 

| From  Mr . David  A.  Wells*  Address  to  the  Social  Science  Congress  at  Detroit,  10  May,  1875J. 

I propose  to  ask  your  attention  to  a line  of  thought  touching 
two  agencies,  which,  perhaps,  more  than  any  other,  are  contribut- 
ing to  the  molding  and  development  of  society,  namely,  the  pro- 
duction or  accumulation,  and  the  distribution  of  that  which  we 
call  capital,  meaning  thereby  abundance  of  all  those  things  which 
contribute  to  our  well-being,  comfort  and  happiness.  My  first 
proposition  is,  that  never  before  in  the  history  of  the  world  has 
man,  through  the  control  which  he  has  obtained  over  the  forces 
of  nature,  and  the  use  which  he  has  made  of  such  control,  been 
able  to  produce  so  much  with  a given  amount  of  personal  effort. 
An  old  and  familiar  illustration  of  this  is  embodied  in  the  state- 
ment that  in  Great  Britain  alone  the  force  evolved  through  the 
combustion  of  coal  and  applied  to  the  performance  of  mechanical 
work,  is  equivalent  to  the  muscular  power  of  at  least  one  hundred 
millions  of  men ; or,  to  state  the  case  differently,  the  result  attained 
to  is  the  same  as  if  the  actual  laboring  population  of  Great  Britain 
had  been  increased  twelvefold,  without  rendering  necessary  any 
corresponding  increase  in  production  for  the  support  and  sustenance 
of  this  additional  number.  Another  illustration  to  the  same  effect, 
but  one  less  familiar  and  more  recent,  is  afforded  by  the  con- 
struction and  operation  of  the  Suez  Canal.  Thus  a few  years  ago 
a swift  voyage  from  England  to  Calcutta,  via  the  Cape  of  Good 
Hope,  was  from  no  to  120  days.  Now  steamers  by  way  of  the 
Canal  make  the  same  voyage  in  about  30  days.  Here,  then,  is  a 
diminution  of  75  per  cent,  in  the  enormous  stocks  of  goods  con- 
tinually required  to  be  held  unused,  involving  risk  of  depreciation, 
loss  of  interest  on  capital,  and  increased  cost  of  insurance,  to  meet 
the  reqirements  of  mere  transit.  Add  the  fact  that  the  improve- 
ments in  marine  engines  enable  these  vessels  to  work  with  one- 
tenth  less  coal,  and  therefore  to  carry  proportionally  more  cargo  than 
they  could  some  seven  or  eight  years  ago ; and  that  the  construction 
of  the  telegraph  between  England  and  India  enables  dealers  and 
consumers  also  to  regulate  their  supplies  without  carrying  excessive 
stocks  of  commodities,  keeps  prices  steady  and  discourages  specu- 
lation,— and  we  have  in  this  single  department  of  trade  and  com- 
merce a saving  and  a release  of  capital  and  labor  for  other  pur- 
poses and  employments  that  amounts  almost  to  a revolution. 

What  is  yet  to  be  accomplished  in  the  way  of  increasing  the 
proportion  of  product  to  manual  labor,  time  alone  can  show;  but 
there  is  no  evidence  at  present  to  indicate  that  we  are  approaching 
any  limitation  to  further  progress  in  this  direction.  A writer  in 
the  London  Economist  in  1873,  evidendy  most  conversant  with 
62 
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his  subject,  claimed  that  the  industry  of  the  population  of  Great 
Britain  at  that  time,  taking  man  for  man,  was  nearly  twice  as 
productive  as  it  was  in  1850;  and  I do  not  think  any  one  can 
review  the  industrial  experience  of  the  United  States  as  a whole 
since  i860,  and  not  feel  satisfied  that  our  average  gain  to* the 
power  of  production  during  that  time,  and  in  spite  of  the  war,  has 
not  been  less  than  from  15  to  20  per  cent.  And  if  this  statement 
should  seem  to  any  to  be  exaggerated,  it  is  well  to  call  to  mind 
that  it  is  mainly  within  the  last  15  years  that  the  very  great 
improvements  in  machinery  adapted  to  agriculture  have  come  into 
general  use;  that  whereas,  a few  years  ago,  men  on  the  peat 
plains  of  the  West  cut  grain  with  the  cradle  and  sickle,  toiling 
from  early  mom  to  dewy  eve,  in  the  hottest  period  of  the  year, 
the  same  work  may  be  done  now  almost  as  a matter  of  recre- 
ation; the  director  of  a mechanical  reaper  entering  the  field,  be- 
hind a pair  of  horses,  with  gloves  on  his  hands  and  an  umbrella 
over  his  head,  and  in  this  style  finishing  the  work  in  one-tenth  of 
the  time  which  twenty  men  would  formerly  have  required,  and  in 
a manner  much  more  satisfactory.  I would  also  recall  to  you  that 
in  the  manufacture  of  boots  and  shoes  three  men  now,  with  the 
aid  of  machinery,  can  produce  as  much  in  a given  time  as  six 
men,  unaided,  could  have  done  in  i860;  that  we  have  40,000 
more  miles  of  railroads  now  than  we  then  had  to  assist  us  in  the 
work  of  exchange  and  distribution ; that  we  can  send  our  telegrams 
now  for  less  than  half  what  it  actually  cost  to  do  the  work  in 
1866;  and  finally,  taking  the  Pennsylvania  Central  Railroad  as  a 
type,  that  we  can  send  our  freight  at  an  average  of  1 48-100  of  a 
cent  per  ton  per  mile,  as  compared  with  a charge  of  2 41-100  on 
the  same  road  for  the  same  service  in  1864. 

And  as  a curious  incident  of  this  continued  progress,  it  may  be 
here  also  noted  that  the  abandonment  of  large  quantities  of  costly 
machinery  in  most  branches  of  staple  manufactures,  and  its  replace- 
ment by  new,  is  periodically  rendered  a matter  of  absolute  eco- 
nomical necessity,  in  order  to  produce  more  perfectly  and  cheaply, 
and  at  the  same  time  avoid  the  destruction  of  a much  greater 
amount  of  capital  by  industrial  rivalry,  thus  strikingly  illustrating 
an  economic  principle  to  which  attention  was,  I think,  first  called 
by  my  friend,  Mr.  Atkinson,  of  Boston,  that  the  absolute  destruc- 
tion of  what  has  once  been  wealth  often  marks  a greater  step  in 
the  progress  of  civilization  than  any  great  increase  in  material 
accumulation — the  breaking  up  and  destruction  of  the  old  machinery 
and  its  replacement  by  new  in  the  cases  referred  to  being  the 
sole  conditions  under  which  a diminution  of  the  cost  of  production 
could  be  effected  and  the  abundance  of  product  be  made  greater. 

We  are  often  accustomed  to  speak  of,  and  perhaps  look  forward 
to,  a period  which  we  call  “millennial,”  which  is  to  be  character- 
ized in  particular  by  an  absence  of  want  of  all  those  things  that 
minister  to  our  material  comfort  and  happiness;  but  when  that 
period  arrives,  if  it  ever  does,  one  of  two  things  must  take  place 
—either  man  must  so  far  change  his  nature  as  to  be  able  to  exist 


Digitized  by  LjOOQle 


1875-]  industrial  growth  and  social  development.  955 

in  comfort,  without  a supply  of  all  those  objects  which  are  com- 
prised under  the  general  terms,  food,  clothing,  shelter  and  luxuries 
—or  else  the  forces  of  nature  must  be  so  much  further  sub- 
ordinated and  brought  under  our  control  as  to  do  all  our  work 
for  us,  instead  of  now  doing  only  a part,  and  thus  become  in 
every  respect  our  sole  ministers  and  servants.  But  when  that  time 
comes,  then  all  material  wealth,  as  we  ordinarily  understand  it, 
must  disappear;  for  that  only  is  wealth  which  has  exchangeable 
value ; and  that  only  has  exchangeable  value  which  is  desired ; but 
we  can  neither  value  nor  desire  that  which,  like  the  air,  is  at  all 
times  given  to  all  in  excess  of  any  possible  use  or  necessity. 
But  fanciful  as  may  be  this  speculation,  it  is  nevertheless  a most 
interesting  and  suggestive  circumstance  that  all  of  our  true  material 
progress  is  constantly  in  this  same  direction;  inasmuch  as  the 
great  result  of  every  new  invention  or  discovery  in  economic 
processes  is  to  eliminate  or  discharge  value — making  those  things 
cheap  which  were  before  dear,  and  bringing  within  the  reach  and 
use  of  all  what  before  were  exclusively  for  the  use  and  enjoyment 
of  the  few.  Thus,  in  1170  Thomas  & Becket  was  accounted 
extravagant  because  he  had  his  parlor  strewed  every  day  with 
clean  rushes;  and  400  years  later  cloth  was  so  scarce  that  Shakes- 
peare makes  FalstafTs  shirts  cost  him  four  shillings  an  ell;  but 
nowadays  few  are  so  poor  as  not  to  be  able  to  afford  a carpet 
for  their  parlor;  and  making  allowances  for  the  purchasing  power 
of  money  at  different  epochs,  FalstafTs  four  shillings  would  now 
give  him  nearly  forty  times  the  same  quantity. 

That  this  wonderful  and  combined  increase  in  the  gross  product 
of  every  department  of  human  industry  and  enterprise  has  been 
also  attended  with  a general  rise  in  the  standard  of  comfort,  leis- 
ure and  enjoyment  everywhere  available  to  the  masses,  is  suffi- 
ciently proved  by  not  only  the  most  superficial  observations,  but 
also  by  a great  variety  of  statistics.  Thus,  for  example,  the  British 
commercial  reports  indicate  that  the  ability  of  the  population  of 
Russia  and  of  Germany  to  consume  cotton  has  at  least  doubled 
since  1851;  and  that  in  Sweden  the  increase  has  been  fourfold, 
and  in  Paraguay  fivefold.  And  not  merely  has  the  consumption 
of  cotton  cloth  increased  in  near  and  remote  regions,  but  the  ratio 
of  absorption  among  the  working  classes  of  Europe  of  articles 
which  a generation  ago  were  to  them  luxuries,  has  also  been  most 
rapid  and  remarkable — the  ratio  of  increase  having  been  most 
marked  in  the  yearly  per  capita  consumption  of  meats,  tea,  sugar, 
coffee,  cocoa,  wines  and  sherets.  But  gratifying  as  these  evidences 
of  increasing  abundance  certainly  are,  the  cry  of  the  poor,  at 
least  to  the  superficial  observer,  seems  not  less  loud,  and  the 
difficulties  of  earning  a living,  or  of  getting  on  in  the  world,  seem 
not  less  patent  than  they  have  always  been;  while  the  discontent 
with  the  inequalities  of  several  conditions  are  certainly  more 
strikingly  manifested  than  at  any  former  period.  To  understand 
fully  the  origin  of  this  social  paradox  is  to  presuppose  a full  un- 
derstanding of  the  whole  domain  of  social  science  or  of  the  laws 
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and  phenomena  involved  in  all  society  relations — a degree  and 
comprehensiveness  of  knowledge  which,  it  is  safe  to  affirm,  have 
been  attained  by  no  man.  But  there  is  at  the  same  time  a record 
of  experience  indicating  the  duties  which  are  incumbent  on  society 
in  respect  to  some  of  these  matters,  to  which  I would  next  ask 
your  attention. 

In  the  first  stage  of  society,  property  can  hardly  be  said  to 
exist  at  all,  or  it  exists  in  common.  In  the  second  stage  indi- 
vidual rights  appear,  but  property  is  to  a great  extent  held 
and  transferred  by  force,  and  the  generally  accepted  principle 
governing  its  distribution  is,  that  “ might  confers  right.”  As  society 
has  progressed,  however,  the  reign  of  violence  and  lawlessness  has 
gradually  diminished,  until  now  the  acquisition  and  retention  of 
property  has  come  to  depend  on  superiority  of  intellect,  quickness 
of  perception,  skill  in  adaptation,  in  the  cunning  and  the  quick 
being  arrayed  against  the  ignorant  and  the  slow;  while  the  prin- 
ciple which  has  come  to  be  the  generally  accepted  basis  of  all 
commercial,  industrial,  and  financial  transactions  is  succinctly 
expressed  by  the  coarse  and  selfish  proverb,  “ Every  man  for  him- 
self and  the  devil  take  the  hindermost;”  and  if  wre  consider  these 
terms  as  symbolical,  and  for  the  word  “ devil  ” substitute  absence  of 
abundance,  want,  misery,  and  privation,  and  for  the  word  “ hinder- 
most  ” the  masses  who  constitute  the  bulk  of  every  densely  popu- 
lated community,  then,  it  must  be  confessed,  that  the  devil  has 
thus  far  been  eminently  successful.  But  the  governing  and  con- 
trolling influences  of  society — meaning  thereby  the  rich,  the  well- 
to-do,  and  most  intelligent  classes — have  for  a considerable  time 
found  out  one  thing  of  importance,  and  are  beginning  to  find  out 
another  theory  of  even  greater  significance. 

The  thing  that  they  have  found  out  is,  that  it  is  not  for  the 
interest  of  any  portion  of  society,  regarded  simply  from  the  stand- 
point of  individual  selfishness,  and  not  in  accordance  with  the 
religion  of  Christ  and  humanity,  to  allow  the  devil  to  take,  any- 
where or  to  any  extent,  the  hindermost;  and  the  theory  which 
they  are  beginning  to  find  out  is,  that  the  hindermost,  who  con- 
stitute in  this  struggle  for  the  acquirement  and  retention  of  prop- 
erty the  masses,  are  becoming  fast  conscious  of  their  power  and 
influence,  and  are  determined  of  themselves  that  they  will  not,  if 
they  can  help  it,  be  captured  by  the  devil  of  civilization;  and,  if 
obliged  to  succumb  to  him,  may,  like  the  communists  of  Paris, 
endeavor  to  draw  down  with  them  the  whole  fabric  of  society  into 
one  common  vortex  of  destruction. 

Out  of  the  first  of  these  discoveries  have  come  schools,  hospi- 
tals, churches,  sanitary  and  social  reforms,  the  spirit  and  power  of 
charity,  and  all  brotherly  kindness;  out  of  the  second,  strikes, 
trades  unions,  the  crystalizing  antagonisms  of  labor  against  capital, 
the  spirit  and  teachings  of  socialism,  the  practices  of  communism. 
It  took  society  a good  while  to  make  the  first  discovery;  but  it 
has  been  forced  upon  it  through  bitter  and  costly  experience. 
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There  was  probably  no  less  of  kindness  of  heart  500  years  ago 
among  individuals  than  now;  no  less  of  natural  sympathy  with 
the  poor;  no  less  of  individual  religious  zeal  to  do  as  we  would 
be  done  by.  But  society  certainly  did  not  think  as  now,  in  respect 
to  these  things  which  society  only  can  properly  control  and  regu- 
late ; as,  for  example,  sanitary  reform,  general  education,  protection 
of  private  rights,  and  the  like. 

Furthermore,  as  showing  how  social  science  investigations  are 
taking  propositions  of  this  character  out  of  the  domain  of  philan- 
thropic theory,  and  making  them  practical  matter  of  fact  demon- 
strations, I submit  to  you  the  following  illustrations:  Thus  it  has 
been  estimated,  in  England,  that  the  brdinary  expenses  of  bringing 
up  a child,  from  infancy  to  fourteen,  in  the  best  managed  institu- 
tions or  asylums,  cannot  be  put  down  at  less  than  4 s.  6d.y  or 
somewhat  over  $ 1 per  week,  and  for  the  United  States  is 
undoubtedly  much  greater.  But  taking  the  minimum  sum  as  the 
basis  of  estimate,  and  allowing  nothing  for  any  outlay  for  educa- 
tion or  amusement,  the  cost  at  fifteen  will  have  amounted,  without 
interest,  to  more  than  $800,  and  at  eighteen,  allowing  for  all 
expenditures  and  for  interest,  each  individual  may  be  regarded  as 
an  investment  by  society  of  at  least  $ 1,500  of  capital  economized 
for  production. 

Now,  if  from  this  period  the  individual’  fails  to  fully  earn  his 
own  living,  society  loses  not  only  the  amount  expended  for  his 
bringing  up,  but  somebody  else  must  be  taxed  on  labor  and  cap- 
ital to  provide  for  his  future  support  and  maintenance,  so  that  the 
general  stock  of  abundance  at  the  disposal  of  society  is  not  in- 
creased but  diminished.  If  the  individual  turns  pauper  or  mendi- 
cant, and  does  nothing  whatever  for  his  support,  his  cost  to 
society  will  be  greater,  though  somewhat  differently  apportioned. 
If  he  turns  thief,  he  will  be  supported  even  yet  more  expensively 
by  the  community,  for  he  will  be  maintained  by  plunder  or  in 
prison.  But  in  whatever  condition  he  may  live,  either  idle  or 
vicious,  in  prison  or  out  of  prison,  the  loss  incurred  by  the  com- 
munity through  each  such  individual  for  his  life,  which  after  the 
attainment  of  fourteen,  according  to  the  life  insurance  tables,  is 
likely  to  continue  about  forty  years,  could  not  be  less  than  $ 5,000 
— a loss  in  Massachusetts  alone,  in  which  State  at  least  one  in 
fourteen  of  the  entire  population  is  a pauper,  a criminal,  or  need- 
lessly idle  and  dependent,  would  be  equivalent  to  an  unproductive 
expenditure  of  over  $ 500,000,000  of  capital — the  results  of  some 
other  person’s  labor  for  each  and  every  generation.  And  thus  it  is, 
that,  reasoning  from  a purely  economic  point  of  view,  and  leaving 
all  moral  and  religious  conditions  out  of  sight,  we  arrive  at  an 
absolute  demonstration  that  the  very  best  thing  society  can  do  to 
promote  its  purely  material  interests  is  to  so  far  abandon  its  old 
principle  of  “ each  man  for  himself,”  that  each  man  shall  concern 
himself  with  the  welfare  of  his  neighbors  and  fellow-citizens,  to  the 
extent,  at  least,  of  seeing  that  the  devil  be  nowhere  permitted  to 
take  even  the  humblest  and  weakest  of  the  hindermost. 
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“ The  study  and  investigation  of  these  questions  of  taxation, 
currency,  and  the  production  and  distribution  of  wealth,”  said  one 
of  our  best-known  philanthropists  lately,  “are  all  very  well  and 
undoubtedly  most  important.  But  somehow  they  do  not  interest 
me.  They  seem  to  me  to  be  wholly  material,  while  the  great 
theory,  in  my  opinion,  to  be  worked  for  on  behalf  of  society  is  the 
attainment  of  a larger  life.”  Now,  as  to  this  ultimate  issue  and 
end  of  all  our  effort,  I fully  agree.  A larger  life  is  the  one  thing 
essential.  It  is  the  consummation  of  all  sound  progress;  the 
crowning  glory  of  all  Christian  civilization,  the  aspiration  of  a 
future  state  of  existence.  But  on  this  earth,  and  while  wre  continue 
in  the  flesh,  in  order  that  there  may  be  a larger  life,  there  must 
be  an  exemption  from  such  servitude  of  toil  as  precludes  leisure;  and 
in  order  that  there  may  be  more  leisure,  much  less  want,  there 
must  be  greater  abundance ; and  in  order  that  there  can  be  greater 
abundance  there  must  be  larger  production,  more  economical 
using,  and  a more  equitable  distribution,  so  that  instead  of  there 
being  any  real  or  fancied  antagonism  or  diversity  of  interest  be- 
tween the  work  of  investigating  and  determining  the  laws  which 
govern  the  production  and  distribution  of  wealth,  and  the  business 
of  calling  men  to  a larger  and  a higher  life,  the  women,  as  society 
is  at  presented  constituted,  must  be  the  forerunners  and  coadjutors 
of  the  men,  or  the  labor  of  the  latter,  as  has  been  too  often  the 
case,  will  be  labor  in  vain.  If  this  proposition  be  correct,  then,  it 
is  a condition  precedent  to  the  future  progress  and  well-being  of 
society — first,  that  there  shall  J^e  continually  increasing  abundance; 
and  second,  that  this  abundance  shall  also,  to  the  greatest  extent 
consistent  with  the  retention  and  exercise  of  individual  freedom,  be 
equally  distributed  among  the  masses.  And  the  great  question  of 
the  age,  one  which  the  course  of  events  shows  we  must  before 
long,  either  voluntarily  or  involuntarily,  meet  and  answer,  is,  how 
can  these  ends  be  best  accomplished? 

To  the  majority  of  those  who  have  undertaken  to  discuss  these 
questions  in  the  interest  of  labor  the  idea  is  a favorite  one,  that 
the  ends  desired  can  be  more  fully*  and  rapidly  attained  through 
the  enactment  of  law;  but  in  respect  to  the  extent  to  which  the 
law  is  to  be  made  operative,  the  ideas  which  are  entertained  and 
expressed  have  no  little  of  diversity.  In  Europe,  the  masses, 
emerging  from  the  sluggishness  and  torpor  in  which  for  centuries 
like  brutes  they  have  been  content  to  suffer  and  to  wait,  and 
grasping  at  once  the  idea — long  familiar  to  the  people  of  this 
country — that  all  men  are  created  equal,  have  speedily  passed  to 
a conviction  that  because  thus  created  equal  they  have  in  common 
with  all  an  equal  right  to  all  acquired  property.  And,  hence,  we 
find  such  leaders  of  the  labor  movement  as  Proudhon,  and  others 
in  Europe,  assuming  and  maintaining  the  position  that  “ property 
is  theft,”  and  demanding  that  through  legislation  the  State  shall 
take  possession  of  all  property,  and  provide  for  all  its  citizens  an 
equal  and  adequate  support. 
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Now,  it  would  seem  as  if  no  argument  could  be  needed  in  this 
country  to  expose  the  wickedness  and  folly  of  such  a proposition; 
and  yet  such  doctrines,  in  a thinly  disguised  form,  are  continually 
preached  in  this  country  by  men  claiming  to  be  respectable  and 
intelligent,  to  a much  greater  extent  than  the  community  are 
generally  aware;  and  not  only  preached,  but  received  with  an 
apparently  increasing  favor  and  interest.  Thus,  for  example,  in  a 
tract  issued  by  one  of  the  recognized  leaders  of  the  eight-hour 
movement  in  Massachusetts,  I find  the  statement  that  the  ultimate 
end  and  meaning  of  this  special  labor  reform  movement  is  the 
compulsory  limitation  of  labor  by  legislative  enactment  to  six  hours 
per  day,  and  that  out  of  this  and  co-operation  it  will  follow  that 
“the  commonest  or  most  obscure  laborer  will  live,  if  he  chooses, 
in  a dwelling  as  beautiful  and  as  convenient  as  any  which  are  now 
monopolized  by  the  wealthy.”  To  render  his  plan,  however,  in 
any  degree  practicable,  the  author  should  not  omit  to  provide 
by  statute  that  all  men  should  be  bom  with  an  equal  physical  and 
mental  capacity  for  production;  and  if  any  one  by  increased 
industry  and  economy  should  perchance  produce  more  than  another, 
the  surplus  should  be  forcibly  taken  from  him  without  compensa- 
tion. Under  such  circumstances  it  cannot  be  doubted  that  all,  at 
no  distant  day,  would  come  to  live  in  houses  of  great  similarity, 
but  the  style  of  architecture  which  would  prevail  would  probably 
closely  resemble  that  which  now  characterizes  those  truly  free 
localities,  like  the  desert  of  Sahara,  the  interior  of  Cuffee’s  land,  or 
the  domains  of  the  Esquimaux.  Other  illustrations  to  the  same 
effect  may  be  found  in  the  circumstances  that  a paper  is  now 
issued  regularly  in  New  England,  which  is  devoted  mainly  to  the 
object  of  combating  the  receipt  of  interest  for  the  loan  or  use  of 
capital,  or,  what  is  the  same  thing,  of  combating  abundance  or 
accumulation;  that  the  same  idea  finds  favor  in  numerous  pam- 
phlets recently  issued  in  various  parts  of  the  country,  and  some  of 
which  exhibit  no  small  ability;  and,  finally,  in  the  disposition  so 
frequently  evinced  by  our  legislative  bodies  to  deal  with  corporate 
property  in  accordance  with  the  principle  of  might  rather  than  in 
accordance  with  the  principle  of  right. 

Allow  me  to  call  your  attention  to  an  illustration  of  the  extreme 
slowness  with  which  that  which  we  call  capital  accumulates,  even 
under  the  most  favorable  circumstances.  By  the  census  of  1870 
the  aggregate  wealth  of  the  United  States,  making  all  due  allow- 
ance for  duplicate  valuations,  was  not  in  excess  of  $25,000,000,000. 
But,  vast  as  this  sum  is,  and  difficult  as  it  certainly  is  for  the 
mind  to  form  any  adequate  conception  of  it,  it  is  nevertheless 
most  interesting  to  inquire  what  it  is  that,  measured  by  human 
effort,  it  represents.  And  the  answer  is,  that  it  represents  the  sur- 
plus result  of  all  the  labor,  skill,  and  thought  exerted,  and  all  the 
capital  earned  and  saved  or  brought  into  the  country  for  the  last 
280  years,  or  ever  since  the  country  became  practically  the  home 
of  civilized  man.  Now,  with  capital,  or  the  instrumentality  for 
creating  abundance,  increasing  thus  slowly,  it  certainly  stands  to 
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reason  that  we  need  to  be  exceedingly  careful,  lest  by  doing  any- 
thing to  impair  its  security  we  impair  also  its  rate  of  increase ; 
and  we  accordingly  find,  as  we  should  naturally  expect  from  the 
higher  education  of  our  people,  that  the  idea  of  a compulsory 
division  of  acquired  property  finds  but  comparatively  few  advo- 
cates upon  this  side  of  the  Atlantic. 

But,  at  the  same  time,  we  cannot  deny  that  many  of  the  most 
intelligent  of  the  men  interested  in  the  labor-reform  movement  in 
this  country,  taking  as  the  basis  of  their  reasoning  the  large  nom- 
inal aggregate  of  the  National  wealth,  and  the  large  advance  which 
has  recently  been  made  in  the  power  of  production,  and  consider- 
ing them  in  the  abstract,  irrespective  of  time  or  distribution,  have 
nevertheless  adopted  the  idea  that  the  amount  of  the  present 
annual  product  of  labor  and  capital  is  sufficient  for  all,  and  that 
all  that  is  necessary  to  do  to  insure  comfort  and  abundance  to  the 
masses,  is  for  the  State  to  intervene  and  compel  its  more  equita- 
ble distribution.  Now,  that  a more  equitable  distribution  of  the 
results  of  production  is  desirable,  and  that  such  a distribution  does 
not  take  place  to  the  extent  that  it  might  without  impairing  the 
exercise  of  individual  freedom,  must  be  admitted;  but  before 
undertaking  to  make  laws  on  the  subject,  it  is  of  the  utmost 
importance  to  find  out  how  much  we  have  really  got  to  divide. 
Let  us  see.  Stated  in  money,  the  maximum  value  of  the  annual 
product  of  the  United  States  is  probably  not  in  excess  of  seven 
thousand  millions;  of  which  the  value  of  the  annual  product  of  all 
our  agriculture — our  cotton  and  com,  our  beef  and  our  pork,  our 
hay  and  our  wheat,  and  all  other  articles — is  returned  by  the  cen- 
sus, with  undoubted  approximative  accuracy,  at  less  than  one-half 
this  sum,  or,  in  round  numbers,  $2,500,000,000. 

But  while  this  sum  of  estimated  yearly  income,  like  the  figures 
which  report  the  aggregate  of  our  National  wealth,  is  so  vast  as 
to  be  almost  beyond  the  power  of  mental  conception,  there  is  yet 
one  thing  about  it  which  is  certain  and  can  be  readily  compre- 
hended; and  that  is,  that  of  whole  product,  whether  we  measure 
it  in  money  or  in  any  other  way,  fully  nine-tenths,  and  probably  a 
larger  proportion,  must  be  immediately  consumed,  in  order  that  we 
simply  live  and  make  good  the  waste  and  loss  of  capital  previously 
accumulated,  leaving  not  more  than  one-tenth  to  be  applied  in  the 
form  of  accumulation  affecting  future  increased  production  and 
development.  Or,  to  state  the  case  differently,  and  at  the  same 
time  illustrate  how  small,  even  under  the  most  favorable  circum- 
stances, can  be  the  annual  surplus  of  production  over  consumption, 
it  is  only  necessary  to  compare  the  largest  estimate  of  value  of 
the  annual  product  with  the  largest  estimate  of  the  aggregate  of 
National  wealth,  to  see  that  practically,  after  250  years  of  toiling 
and  saving,  we  have  only  managed,  as  a nation,  to  get  about  three 
and  a half  years  ahead  in  the  way  of  subsistence;  and  that  now% 
if,  as  a whole  people,  we  should  stop  making  and  producing,  and 
repairing  waste  and  deterioration,  and  devote  ourselves  exclusively 
to  amusement  and  idleness,  living  on  the  accumulations  of  our 


Digitized  by  UjOOQle 


i875*1  industrial  growth  and  social  development. 


961 


former  labors,  or  the  accumulations  of  our  fathers,  four  years  would 
be  more  than  sufficient  to  starve  three-fourths  of  us  out  of  exist- 
ence, and  reduce  the  other  fourth  to  a condition  of  semi -barbarism  ; 
a result,  on  the  whole,  which  it  is  well  to  think  of  in  connection 
with  the  promulgation  of  certain  new  theories,  that  th,e  best  way 
of  creating  abundance  and  promoting  comfort  and  happiness  is  by 
decreasing  the  aggregate  and  the  opportunities  of  production. 

The  railroad  system  of  the  country  is  estimated  to  have  cost 
more  than  $2,000,000,000,  but,  if  left  to  itself,  without  renewals  or 
repairs,  its  value  as  property  in  ten  years  would  almost  entirely 
vanish.*  And  so  with  our  ships,  our  machinery,  our  tools,  and  im- 
plements; and  even  our  land  when  cultivated  without  renovation, 
for  it  is  to  be  remembered  that  these  same  forces  of  nature,  which 
we  have  mastered  and  made  subservient  for  the  work  of  produc- 
tion, are  also  our  greatest  natural  enemies,  and,  if  left  to  them- 
selves, will  tear  down  and  destroy  much  more  rapidly  than  under 
guidance  they  will  aggregate  and  build  up.  A single  night  was 
sufficient  in  Chicago  to  utterly  destroy  what  was  equivalent  to  one- 
quarter  of  the  whole  surplus  product  which,  during  the  preceding 
year,  the  nation  had  accumulated;  and  of  all  the  material  wealth 
of  the  great  and  rich  nations  of  antiquity,  of  Egyptian,  Assyrian, 
Tyrian,  and  Roman  civilization,  nothing  whatever  has  come  down 
to  us  except,  singularly  enough,  those  things  which,  like  their  public 
monuments,  could  never  have  been  possessed  of  a money  valuation ! 
But  the  inferences  which  we  are  warranted  in  drawing  from  these 
facts  and  figures  are  by  no  means  exhausted.  Supposing  the  value 

* Mr.  Wells  seems  to  have  fallen  into  serious  error  here.  No  estimate  from  any  competent 
authority  has  set  down  the  cost  of  our  railroad  system  at  so  low  a sum  as  that  mentioned 
above.  Nor  has  any  such  authority  expressed  the  opinion  that  “if  the  railroad  system  were 
left  to  itself,  without  renewal  or  repairs,  its  value  as  property  ” would  continue  for  one  year  or 
for  ten  years  before  it  would  “almost  entirely  vanish.”  Poor’s  Manual  gives  the  cost  of  the 
railroad  system  in  December,  1873,  at  $3,784,543,034,  or  nearly  double  the  amount  of  Mr. 
Wells'  estimate.  Moreover,  on  this  capital  so  invested  in  them,  our  railroads  earned,  in  1873. 
according  to  Mr.  Poor’s  careful  computations,  4.96  per  ceut  on  their  total  cost  of  4,000  millions 
of  dollars.  If  Mr.  Wells’  estimate  were  anywhere  near  the  truth,  our  railroads  must  be  earning 
twice  as  large  a percentage  on  their  cost  as  Mr.  Poor’s  tables  show.  In  other  words,  the 
railroad  system  of  this  country  is  earning  more  than  nine  per  cent  upon  the  capital  spent  in 
its  construction.  To  such  an  absurd  conclusion  should  we  be  led  by  the  error  into  which  Mr. 
Wells  has  allowed  himself -to  fall.  But  the  other  mistake  we  pointed  out  is  worse  still.  Mr. 
Wells  intimated  to  his  friends  at  Detroit  that  our  railroad  system  could  go  on  for  several  years 
without  repair,  and  that  in  spite  of  this  neglect  its  value  as  property  would  remain,  or  would 
require  ten  years  to  vanish  away.  If  Mr.  Wells  had  only  given  as  much  attention  to  the  great 
laws  of  economic  science  which  have  to  do  with  the  growth  and  destruction  of  capital  as  he  has 
devoted  to  some  of  the  other  subjects  elucidated  in  his  address  at  Detroit,  he  would  have  much 
enhanced  the  value  of  his  work,  besides  affording  more  efficient  aid  to  the  excellent  society  over 
which  he  presided. 

Such  a thorough  exploration  of  the  economic  laws  which  concern  capital  will  soon  dissipate 
the  chimerical  fear  that  the  productive  power  of  man  and  his  control  over  the  forces  of  nature 
will  hereafter  be  so  multiplied  that  he  will  be  able  to  live  without  work,  or,  as  some  theorists 
express  it,  that  “ the  great  result  of  every  new  invention  in  economic  processes  is  to  eliminate 
or  discharge  value,”  so  that  men  will  be  able,  as  society  advances  and  productive  wealth  grows, 
to  live  with  less  and  less  work  till  at  length  “value  is  discharged”  so  completely  that  the 
labor  of  man  will  be  all  but  unnecessary  and  the  idle  classes  will  inherit  the  blessing.  The 
Scripture  maxim,  “if  any  would  not  work  neither  should  he  eat,”  is,  we  believe,  no  less  impor- 
tant in  the  domain  of  economics  than  in  that  of  theology  or  ethics.  AH  history  and  all  experi- 
ence combine  to  show  that  the  growth  of  wealth  stimulates  men’s  exertions^  enlarges  the  scope 
of  their  enterprise,  and  compels  them  to  work  more  and  more  as  civilization  advances.  ^The 
law  is  just  the  opposite  of  that  stated  by  Mr.  Wells,  for  there  is  abundant  reason  to  be- 
lieve that  if  the  stimulus  of  labor,  the  necessity  “to  work  in  order  that  we  may  eat,”  should 
be  removed,  this  earth  would  lose  one  of  the  most  potent  conditions  which  fit  it  to  be  the 
abode  of  man  and  the  theater  of  his  trial  and  development  for  a future  career  of  .unending 
improvement  However  this  may  be,  the  principle  is  well  established  and  has  long  been  gener- 
ally acknowledged,  that  the  growth  of  capital  increases  the  field  for  the  employment  of  labor, 
ana  enlarges  both  our  capacity  and  our  need  to  employ  ourselves  in  productive  toil. 
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of  our  annual  product — $7,000,000,000 — to  be  equally  divided 
among  our  personal  population  of  40,000,000!  Then  the  average 
income  of  each  individual  would  be  $175  per  annum— out  of 
which  food,  fuel,  clothing,  shelter,  education,  traveling  expenses,  and 
means  of  enjoyment  are  to  be  provided,  all  taxes  paid,  all  waste, 
loss,  and  depreciation  made  good,  and  any  surplus  available  as  new 
capital  added  to  former  accumulations. 

Now,  if  at  first  thought  this  deduction  of  the  average  individual 
income  of  our  people  seems  small,  it  should  be  remembered  that  it 
is  based  on  an  estimate  of  annual  National  product  greater  both 
in  the  aggregate  and  in  proportion  to  numbers  than  is  enjoyed  by 
any  other  nation,  our  compeers  in  wealth  and  civilization;  and, 
further,  that  this  $175  is  not  the  sum  which  we  actually  receive, 
but  the  average  sum  which  each  would  receive  were  the  whole 
annual  product  divided  equally.  But,  as  a practical  matter,  we 
know  it  is  not  divided  equally,  and,  furthermore,  that  so  long  as 
men  are  bom  with  different  natural  capacities,  it  never  will  be 
so  divided.  Some  will  receive,  and  do  receive  as  their  share  of 
the  annual  product,  the  annual  average  we  have  stated,  multiplied 
by  hundreds  and  even  thousands,  which,  of  course,  necessitates 
that  very  many  others  shall  receive  proportionally  less.  And  how 
much  less  is  indicated  by  recent  investigations,  which  show  that 
for  the  whole  country  the  average  earnings  of  laborers  and  com- 
paratively unskilled  workmen  is  not,  on  an  average,  in  excess  of 
$400  per  annum,  the  maximum  amount  being  received  in  New 
England,  and  the  minimum  in  the  Southern  or  former  slave-holding 
States;  which  sum,  assuming  that  the  families  of  all  these  men 
consist  of  four  (the  census  of  1870  says  five) — two  adults  and  two 
children — would  give  $100  as  the  average  amount  which  each  indi- 
vidual of  the  class  referred  to  produces,  and  also  the  amount  to 
which  each  such  individual  must  be  restricted  in  consumption;  for 
it  is  clear  that  no  man  can  consume  more  than  he  produces, 
unless  he  can  in  some  way  obtain  the  product  of  some  other  man’s 
labor  without  giving  him  an  equivalent  for  it. 

We  are  led  to  a conclusion  that,  notwithstanding  the  wonderful 
extent  to  which  we  have  been  enabled  to  use  and  control  the 
forces  of  nature  for  the  purpose  of  increasing  the  power  of  produc- 
tion, the  time  has  not  yet  come  when  society  in  the  United  States 
can  command  such  a degree  of  absolute  abundance  as  to  justify 
and  warrant  any  class  or  individual,  rich  or  poor,  and,  least  of  all, 
those  who  depend  on  the  product  of  each  day’s  labor  to  meet 
each  day’s  needs,  in  doing  anything  which  can  in  any  way  tend 
to  diminish  abundance.  And,  furthermore,  that  the  agency  of  law, 
even  if  invoked  to  the  fullest  extent  in  compelling  distribution, 
must  be  exceedingly  limited  in  its  operations.  Street  processions, 
marching  after  flags  and  patriotic  mottoes,  even  if  held  every  day 
in  the  week,  will  never  change  the  conditions  which  govern  pro- 
duction and  compensation.  Idleness  produces  nothing  but  weeds 
and  rust,  and  such  products  are  not  marketable  anywhere,  though 
society  often  pays  for  them  most  dearly. 
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BANK  RESERVES. 

By  John  B.  Howe. 

( Concluded  from  May  Number,  page  87 6.) 

The  conclusions  from  the  foregoing  are,  that  deposits  and  circu- 
lation constitute  one  total  of  money;  that  each  is  the  complement 
of  the  other ; that  no  material  change  in  principle  has  been  wrought 
by  deposits,  because  deposits  and  circulation  are  still  but  a series 
of  reserves,  as  before  deposits  circulation  was;  that  a paper  circu- 
lation is  a simple  arrangement,  the  paper  taking  care  of  itself;  that 
deposits  constitute  a kind  of  half-way  house,  when  paper  money  is 
detained  from  redemption,  whereby  a redundancy  is  sometimes  al- 
lowed to  proceed  to  disastrous  results ; that  a paper  circulation  can 
be  maintained  with  a small  and  even  somewhat  variable  reserve; 
that  deposits  being  a system  whereby  a part  of  a large  given  total 
of  money  performs  the  functions  of  the  whole,  this  part  should  be 
kept  in  a fixed  ratio,  but  nevertheless  cannot  be  so  kept  in  a 
multitude  of  banks;  that  a paper  circulation  is,  upon  scientific 
principles,  sound,  if  it  can  be  made  to  fluctuate  as  gold,  and  that 
the  chief  office  of  gold,  where  there  is  such  a circulation,  is  to 
regulate  it;  that  to  carry  out  to  its  extreme  limits  the  abstract 
theory  of  using  the  smallest  amount  of  gold  possible  is  not  sound 
economy,  and  that  to  do  so  might  defeat  the  very  object  in  view, 
by  depreciating  the  value  of  the  measure  of  all  values;  that  the 
chief  object  in  regulating  a paper  circulation  by  a fixed  ratio  with 
gold  is  thereby  indirectly  to  regulate  deposits  in  the  only  way  it 
can  be  done;  that  popular  fallacies  in  respect  to  money  arise  from 
seeing  only  the  phenomena,  which  appear  at  first  view  without  an 
investigation,  and  that  these  fallacies  are  perpetuated  in  turn  by 
the  words  used  in  describing  the  phenomena — such  as  “banker’s 
reserve,”  “ tools,”  “ circulation,”  u rapidity  of  circulation,”  “ balanc- 
ing of  debts  by  the  clearing-house,”  “credit  in  bank,”  etc.;  that 
credit  acts  only  on  the  price  of  the  particular  kind  of  commodities, 
or  capital  purchased,  while  a purchase  of  the  same  by  means  of 
credit^following  a loan  in  bank,  expands  the  price  of  all  commodi- 
ties; that  the  equilibrium  of  prices  can  only  be  restored,  first,  by 
sales,  and  secondly,  if  sales  are  not  made,  by  an  export  of  gold, 
which  must  be  continued  until  sales  are  forced,  and  that  the  arti- 
ficial forcing  by  raising  the  rate  of  discount  is  demanded  by  true 
science  for  the  benefit  of  commerce;  that  this  disturbance  of 
equilibrium  thus  immediately  rectified  is  comparatively  unimportant; 
that  the  return  of  gold  ought  to  be,  as  it  is,  hailed  with  satisfac- 
tion, not  because  the  gold  is  wanted  for  circulation,  but  because 
it  is  the  sure  and  only  index  that  the  equilibrium  has  been  restored, 
and  usually  more  than  restored,  so  that  discounts  can  be  made  for 
other  purposes;  that  the  cause  of  all  these  phenomena  is  the  fact 
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that  gold  is  the  money  of  the  commercial  world  and  is  likely  to 
continue  so,  because,  amounting,  as  we  will  suppose,  to  some 
$ 5,000,000,000,  its  annual  increase  over  that  of  capital  must  be 
very  small,  and  therefore  there  is  no  other  material  which  would 
vary  so  little ; that  for  these  reasons  it  is  impossible  for  commercial 
countries  to  do  business  without  a large  supply  of  gold;  that  to 
dispose  of  a large  portion  of  what  they  have  would  be  impossible, 
and  that  even  if  gold  could  be  entirely  dispensed  with,  the  com- 
mercial world  would  not  be  the  gainer;  that  the  true  reason,  there- 
fore, ordinarily,  why  money  is  scarce  for  discount,  scientifically 
stated,  is  the  fact,  not  that  goods  have  been  bought  on  credit  and 
not  sold,  which  may  take  place  without  discount,  but  because  a 
loan  has  been  made  in  bank  and  the  money  paid  in  gold  or  notes 
to  the  borrower,  or  a credit  given  him  in  bank,  resulting,  in  either 
case,  in  the  creation  of  a new  reserve  for  him  out  of  all  the  re- 
serves of  depositors,  without,  in  effect,  diminishing  their  reserves  at 
all,  giving  new  purchasing  power;  purchasing  power  coming,  not 
only  from  coin,  but  from  what  will  immediately  bring  coin;  that 
although  fresh  means  of  discounting  anew  arise  ordinarily  by  sales, 
and  by  sales  following  purchases,  it  is  a mistake  to  suppose  that 
they  can  always  be  restored  by  sales;  because  the  discounts  may 
be  expended  in  labor  upon  unprofitable  undertakings,  which,  until 
they  are  about  to  be  completed,  do  not  create  an  excess  of  money, 
but  when  they  are  completed,  leave  an  excess;  and  that,  if  this 
excess  is  great,  as  in  England  in  1847  and  in  the  United  States 
in  1857,  a crisis  is  the  result;  which,  though  abstractly  avoidable, 
could  all  banks  act  in  concert  to  one  end,  is  in  point  of  fact  una- 
voidable; that  the  effect  of  deposits  is  thus,  to  produce  a constant 
loss  of  equilibrium  with  the  commercial  world,  by  means  of  loans 
out  of  the  reserves  of  depositors — every  loan  creating  so  much  new 
or  additional  money — which  may  be  at  once  rectified,  or  indefinitely 
postponed,  until  a crisis  arrives,  and  that  as  long  as  gold  contin- 
ues the  standard,  even  an  inconvertible  currency  must  pay  and 
continue  to  pay  tribute  in  gold  to  the  commercial  world,  until  it 
is  expanded  to  a point  where  it  becomes  worthless  and  is  aban- 
doned ; that  deposits  and  “ circulation  ” being  complements  of  each 
other,  and  “ circulation  ” indispensable  to  distribution  through  com- 
merce, its  proportions  are  not  likely  to  diminish  relatively  to 
deposits;  and  the  reserve  being  thus  supported  out  of  circulation, 
whether  the  circulation  is  convertible  or  not,  and  all  loans  J^ing 
made  out  of  reserve,  and  all  payments  into  it,  a bank  deals  in 
money  and  in  nothing  else,  because  it  has  nothing  else  to  deal  in ; 
the  only  supposable  exception  being  the  ideal  case  of  a bank 
established  by  the  payment  into  it  of  money  to  the  extent  of  the 
capital,  having  no  deposits  whatever  paid  in,  and  paying  out  no 
money  on  checks,  but  simply  circulating  its  money  by  debit  and 
credit  of  checks,  and  being  permitted  to  loan  by  giving  credit  on 
its  books;  here  purchases  and  sales  could  be  readily  balanced 
until,  like  an  overfilled  balloon,  the  bank  would  collapse.  Inasmuch, 
then,  as  no  changes  are  to  be  expected  in  the  principles  of  bank- 
ing, and  it  is  not  probable  that  nations  or  communities  will,  nor 


Digitized  by  UjOOQle 


# BANK  RESERVES. 


965 


1875.] 

is  it  desirable  that  they  should,  change  materially  their  habits  and 
customs  in  respect  to  the  use  of  gold  and  silver,  the  material 
question  is:  How  is  the  due  proportion  of  reserve  to  be  main- 
tained ? 

The  foregoing  is  a direct  method  of  showing  the  necessity  of  a 
fixed  reserve  in  banks — that  reserve  being  gold,  or  what  is  the 
same  thing,  bank-notes— every  discount  being  made  out  of  reserve, 
which  is  money.  “ Practical  ” men  prefer  analytical  investigations. 
That  method  is  more  convincing  to  them,  therefore,  than  the  direct. 
Now  to  describe  phenomena  without  determining  the  law,  is  not 
science.  Mr.  Price  says  that  the  vital  matter  for  bankers  is  that  com- 
modities should  increase,  or  at  least  not  diminish,  and  that  sellers  of 
goods  should  not  immediately  at  the  time  buy  as  much  as  they  sell. 
Is  this  anything  more  than  a statement  of  the  phenomena?  Gold 
measures  values  by  price.  For  all  banking  purposes,  the  local  varia- 
tions artificially  caused  in  gold,  and  chiefly  by  means  of  deposits, 
are  alone  material ; otherwise,  gold  and  deposits  produce  the  same 
result.  A commercial  crisis  may  occur  in  seasons  of  the  greatest 
abundance.  The  true  question  is,  then : What  causes  the  variations 
in  the  purchasing  power  of  money,  whether  in  the  form  of  gold, 
bank-notes,  or  a deposit  in  bank,  in  the  shape  of  credit  following 
discount?  The  deposit  is  money,  because  it  will  exchange  for 
gold  or  bank-notes,  and  has  the  same  purchasing  power.  To  make 
the  matter  clearer,  I assume  here  as  proved  what  I have  attempted 
to  prove  directly,  and  what  I am  now  attempting  to  prove  by  way 
of  analysis,  or  investigation  of  phenomena,  viz. : That  money  takc?i 

out  of  the  reserve  kept  for  the  purchase  of  capital,  or  what  is  the 
same  in  effect,  out  of  deposits,  and  expended  in  the  purchase  of  com- 
modities or  payment  of  labor,  produces  a local  redundancy,  which,  un- 
less retired  into  the  reserve  from  which  it  was  taken,  will,  sooner  or 
later,  bring  on  a crisis . The  sum  of  all  the  phenomena  will  prove 
this,  and  its  assumption  will,  on  the  other  hand,  explain  all  the 
phenomena.  If,  by  loan  and  credit  in  a London  joint-stock  bank 
for  jQ  1,000,000,  a purchase  of  Australian  wool  is  made  to  such  an 
extent  as  to  cause  an  export  of  gold  taken  from  bank  by  check,  and 
if  by  a rise  in  rate  of  discount  through  the  agency  of  the  Bank  of 
England,  a sale  of  the  Australian  wool  so  purchased  in  London 
takes  place,  before  the  wool  purchased  abroad  with  gold  enters 
port,  deposits  have  been  reduced  £ 1,000,000  by  withdrawal  and 
export  of  gold,  and  £ 1,000,000  by  the  last  sale  of  the  wool  in 
London,  and  money  is  easy,  not  because  Australian  wool  is  abun- 
dant, for  its  abundance  might  lead  to  ai>  attempt  to  keep  it  out  of 
market,  but  because  there  has  been  a crisis  on  a small  scale  in 
Australian  wool  by  holding  too  much  of  it  out  of  market;  and  if 
the  ratio  of  gold  to  deposits  at  the  time  of  the  bank  loan  was  9 
to  100,  and  by  the  loan  was  reduced  (this  is  merely  assumed)  to 
8,  it  has  now,  by  reason  of  the  forced  sale,  risen  to  10;  it  has 
reacted,  by  means  of  the  sales  forced  by  the  crisis,  beyond  its 
original  figures,  and  gone  as  much  above  the  average  as  it  was 
before  below.  Money  is  now  easy  because  there  is  a real  con- 
traction, and  therefore  a surplus  to  loan.  This  surplus  is  produced 
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by  retiring  the  money  taken  out  of  deposits  back  into  deposits, 
whence  it  came;  but  inasmuch  as  there  was  an  attempt  to  carry 
up  the  price  of  the  wool  to  a higher  figure  than  it  would  bear,  if 
purchased  only  with  money  out  of  the  reserves  of  money  used  for 
distributing  commodities  or  productions,  or,  in  perhaps  still  plainer 
and  commoner  words,  out  of  cash — a commercial  crisis  in  Aus- 
tralian wool  carried  down  the  price  as  much  below  the  price  it 
was  first  purchased  at,  as  the  ratio  or  proportion  of  gold  rose 
above  the  average  it  stood  at  when  the  discount  took  place. 
Now  the  cause  at  work  here  is  the  variation  in  the  reserve;  the 
purchases  and  sales  and  the  export  of  gold  are  the  phenomena, 
not  the  active  cause.  An  idea  of  some  kind  may  be  got  from 
looking  at  the  phenomena,  but  until  the  cause  is  discovered,  and 
the  general  law  stated,  there  is  no  science.  But  if  Australian  wool 
is  abundant,  it  must  nevertheless  be  marketed,  and  this  can  only 
be  done  in  the  usual  way — by  bank  loan.  True;  but  being  abun- 
dant, it  must  submit  to  the  inevitable  law  of  decline  in  price,  be- 
cause it  cannot  maintain  its  old  price  and  thereby  compel  other 
productions,  which  are  to  be  marketed  by  means  of  the  fund 
destined  for  that  purpose,  to  bear  all  the  loss;  it  can  only  be 
marketed  by  being  offered  at  prices  warranted  by  the  amount  of 
cash  on  hand. 

Let  us  turn  to  the  crisis  of  1837,  in  the  United  States.  The 
Government  deposits  being  taken  from  the  Bank  of  the  United 
States,  and  placed  in  numerous  State  banks,  which  discounted 
freely,  without  any  control,  the  money  was  expended  for  the  most 
part  in  paying  for  labor  upon  public  and  incorporated  companies, 
and  various  private  works,  through  the  aid  of  large  foreign  loans. 
A wild  speculation  accompanied,  or  was,  perhaps,  the  result. 

At  first,  the  general  belief  that  the  works  would  be  profitable 
caused  that  part  of  the  real  estate  or  capital  of  which  they  w*ere 
composed,  and  which  was  in  private  hands,  especially  that  repre- 
sented by  stocks  or  debentures,  to  have  a large  exchangeable 
value.  This  required  loans  represented  chiefly  by  both  bank-notes 
and  deposits;  but  the  labor  required  currency,  and  the  currency 
was  chiefly  expended  for  commodities.  This  currency  wras  retired 
in  large  amounts  into  deposits,  and  as  the  proceeds  of  the  labor 
were  largely  expended  in  the  purchase  of  foreign  goods,  and  there 
was  a comparatively  small  home  production,  and  interest  accrued 
payable  abroad  in  gold,  an  export  of  gold  and  a commercial  crisis 
followed.  There  was,  also,  a crisis  among  the  owners  of  the 
capital. 

The  export  of  gold  was  checked  for  a long  time  by  the  belief 
that  the  undertakings  would  be  productive,  and  when  that  belief 
was  for  good  reasons  abandoned,  the  redundancy  of  money  in  the 
market  of  commodities,  as  well  as  of  capital,  was  apparent.  The 
cause  of  the  crisis  cannot  be  verified  through  the  returns  of 
reported  reserve  in  1834  and  1837,  by  the  Secretary  of  the  Treas- 
ury. By  those  returns,  however,  the  error  in  the  statement  of 
reserve,  whether  estimated  or  reported,  can  be  shown  by  a com- 
parison of  loans. 
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In  1857  the  advances  were  chiefly  through  country  banks,  and 
after  the  notes  were  retired  by  deposit  or  returned  for  gold,  the 
only  object  was  to  obtain  exchange  on  New  York;  so  that  there 
was  a great  demand  for  exchange  on  New  York,  to  retire  the 
redundancy  in  country  deposits,  which  was  being  rapidly  accom- 
plished, after  the  New  York  city  banks  had  retired  a large  amount 
through  solvent  customers;  and  if  the  retirement  could  have  been 
effected  gradually  and  quietly  (as  remarked  by  Mr.  J.  S.  Gibbons  in 
his  very  instructive  book,  entitled  The  Banks  of  Neiu  York , etc ., 
and  the  Panic  of  1857),  the  panic  might  possibly  have  been  avoided. 
But  it  is  a mere  possibility,  as  a large  export  of  gold  would  have 
followed.  Now,  if  the  money  had  not  been  expended  unproduc- 
tively  for  labor;  if  the  railroads  had  paid  from  the  start,  or  had 
been  supposed  capable  of  doing  so  in  the  future,  all  the  money 
expended  would  have  been  retired  into  the  reserves  required  for 
the  circulation  of  productive  capital,  and  there  would  have  been 
no  crisis  through  the  fall  of  capital  among  capitalists,  and  no 
commercial  crisis  among  merchants,  excepting  only  the  natural  loss 
and  shrinkage  in  goods,  as  well  domestic  as  foreign,  caused  by 
the  large  accumulation  to  supply  the  extra  demand  for  use  of 
laborers,  which,  perhaps,  also  attained  to  a speculative  excess ; and 
the  shrinkage  would  have  resulted,  after  the  completion  of  the 
roads,  not  from  retiring  the  redundancy  of  money,  but  of  goods. 
Moreover,  the  ratio  of  reserve  was  about  21  per  cent,  in  1855, 
and  it  fell  to  about  17  in  January,  1857,  but  was  about  26  in 
January,  1858.  The  reserve,  after  liquidation  took  place — and 

liquidation  would  inevitably  have  taken  place,  even  without  a panic 
— went  as  much  above  the  average  of  1855  as  it  was  below  it  in 
January,  1857.  Again,  when  money  to  the  amount  of  some 

jQ  28,000,000  was  remitted  to  Germany  from  France,  it  was  taken 
from  the  reserves  of  capital.  It  furnished  precisely  so  much  more 
money  to  Germany  than  she  otherwise  would  have  had;  it  could 
not  be  at  once  retired  into  reserves  for  purchase  of  capital,  and 
thus  acted  upon  the  market  for  commodities  and  upon  labor,  a 
large  amount  of  which  was  expended  unproductively ; and  the 
recoil  of  prices  has  probably  been  as  much  below  as  it  was  above 
the  normal  standard.  Had  the  money,  and  therefore  the  new 
capital  acquired,  been  expended  productively  on  railroads,  mills, 
and  farms,  which  would  have  earned  a fair  income,  there  had 
been  no  loss;  but  now  the  loss  is  probably  equal  to  the  gain. 
This  was  brought  about  by  too  much  money.  The  money 
acquired  and  distributed  among  the  people  of  Germany,  in  pay- 
ment of  Government  debts,  came  out  of  reserves  of  French  money 
capital,  which  found  the  investment,  for  which  it  was  waiting,  in 
the  shape  of  rentes;  it  was  partly  paid  out  by  the  Imperial  Gov- 
ernment to  the  people  of  Germany  for  supplies  and  wages;  there 
was  but  one  thing  to  do  with  it:  to  keep  it  until  it  was  wanted, 
either,  first,  to  supply  their  daily  wants  from  time  to  time — in 
which  case  it  would  have  been  retired  into  other  hands,  as  fast  as 
paid  out,  finally  leaving  the  country,  through  “ adverse  exchanges,” 
and  getting  back  to  France — the  same  causes  which  originally  brought 
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it  to  France  carrying  it  back  again,  and  no  crisis  arising  in  Germany 
from  this  gradual  retirement ; or,  secondly,  it  would  be,  as  to  a great 
extent  it  was,  laid  out  unproductively  in  the  payment  for  labor 
and  materials,  ahead  of  time  and  national  wants,  and  a crisis  was 
the  result.  On  the  contrary,  a large  and  apparent  excess  of 
inconvertible  though  legal-tender  paper  was  issued  in  France,  and 
the  last  portion  of  it  probably  took  the  place  of  the  departing 
coin ; yet,  for  aught  we  have  heard  to  the  contrary,  there  was  no 
depreciation.  If  there  was  none,  it  was  because  the  issue  was  not 
carried  far  enough  to  stop  the  retiracy.  If  it  was  so  carried, 
however,  the  effect  would  probably  be  first  disclosed  in  an 
advance  in  price  of  capital — notably  circulating  capital,  in  the 
shape  of  rentes,  stocks  and  debentures,  as  happened  in  the  United 
States  in  1863.  Again,  the  same  phenomenon  is  witnessed  annually 
in  the  distribution  of  some  $80,000,000  of  gold  and  silver  from 
the  mines.  If  this  were  to  fall  upon  the  distributing  market,  there 
would  be  no  possibility  of  using  gold  any  longer  as  a measure  of 
value  in  that  market,  and  by  consequence  in  any  other;  it  does 
not  fall  upon  that  market,  but  is  distributed  and  remains  as  money 
capital.  This  important  law,  underlying  and  causing  all  monetary 
phenomena,  shows  just  how  much  truth  there  was  in  the  old  mer- 
cantile theory.  The  theory  would  be  true,  if  increase  of  quantity  did 
not  depreciate  the  value  or  purchasing  power  of  the  total  of  money. 
Again,  in  case  of  failure  of  a grain  crop,  e . g .,  wheat,  if  it  is  a 
country  like  France,  the  gold  that  goes  abroad  to  pay  for  wheat 
comes  out  of  reserves  of  money  capital,  to  be  ultimately  replaced ; 
if,  like  England,  there  is  a flux  and  reflux  of  gold,  until  capital, 
in  the  shape  of  other  commodities — and  if  there  is  no  surplus  of 
these,  then  in  the  shape  of  United  States  Government  stock  or 
railroad  debentures — pays  the  debt. 

Finally,  to  make  an  analysis  or  decomposition  of  deposits,  and 
restore  to  depositors  their  deposits,  passing  over  the  long  period 
and  the  great  shrinkage  in  capital  taking  place,  before  the  result 
is  accomplished,  we  find  that  it  leaves  in  the  hands  of  depositors 
an  amount  of  coin  or  bank-notes  equal  in  total  volume  to  the 
original  volume  of  deposits,  with  this  remarkable  phenomenon  in 
addition : that,  besides  this  volume,  the  first  distributors  of  annual 
productions  in  the  various  shapes  they  assume,  before  coming  to 
the  consumer,  are  now  compelled  to  keep  large  amounts  of  capital 
in  money,  to  take  the  place  of  that  they  formerly  borrowed  from 
the  banks,  which  is  used  in  distribution  and  redistribution ; there 
is  no  redundancy,  but  should  there  be  it  is  at  once  retired. 
Restoring  deposits  again,  we  find  that  every  loan  creates  a tem- 
porary redundancy  by  bringing  that  amount  into  the  market  of 
distribution,  which  must  and  can  only  be  checked  by  immediately 
retiring  it  by  purchases  through  money  actually  in  reseive  or  by 
export  of  gold;  or,  in  other  words,  by  doing  at  once  what  must 
ultimately  be  done — taking  the  first  step  towards  distribution.  The 
active  cause  at  work  to  create  the  redundancy  is  the  creation  or 
production  on  the  spot  of  say  £ 1,000,000  of  money,  causing  the 
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same  effect  as  the  money  carried  to  Germany  would  have  done, 
had  it  been  possible  to  throw  the  whole  JC  28,000,000,  which  went 
there  from  France,  into  the  market  for  commodities. 

Mr.  Mill  and  Mr.  Price  contend  that  credit  alone  raises  prices, 
by  acting  on  the  forces  of  demand  and  supply;  and  that  whether 
the  credit  arises  from  bank  loans  or  otherwise  is  immaterial.  Such 
an  opinion,  it  seems  to  me,  can  only  arise  from  not  understand- 
ing the  complex  nature  of  deposits.  If  sugar  is  purchased,  to 
arrive  immediately,  on  credit  to  the  amount  of  £ 1,000,000,  with- 
out bank  loan,  the  only  effect  is  to  take  so  much  out  of  the 
market  for  the  time;  and  a wise  and  salutary  measure  it  would 
be  if  the  shipper,  whether  the  grower  or  • merchant,  would,  if  he 
possibly  could,  give  the  credit,  taking  his  interest,  and  waiting 
until  the  glut  of  sugar  ceased,  and  the  article  was  wanted  for 
distribution.  The  first  buyer  might  sell  and  the  purchaser  resell, 
without  any  disturbance  of  the  market,  the  effect  being  the  same 
as  if  the  producer  had  kept  it  back;  the  sales  and  resales  have 
little  effect.  On  the  other  hand,  suppose  a bank  loan:  the  credit 
given  by  the  bank  has  the  same  effect  precisely  as  the  other 
credit;  but  another  result  follows  also,  already  described — redun- 
dancy and  forced  sales. 

Hence  the  practical  law  which  must  govern  discounts  for  the 
purpose  of  forcing  the  retirement  of  the  redundancy:  The  volume 
of  deposits  must  be  kept  in  such  proportion  as  to  retire  a redun- 
dancy at  the  earliest  possible  period;  in  other  words,  in  a fixed 
ratio  with  gold;  in  other  words  still,  to  fluctuate  only  as  gold 

fluctuates.  If  these  principles  are  sound,  the  attempt  to  do  busi- 

ness with  a smaller  stock  of  gold  would  be  chimerical,  because 
impracticable,  and  the  wisest  conclusion  is  to  allow  things  to 
remain  as  they  are,  even  had  we  the  power  to  change  them.  To 

propose  a three  per  cent,  ratio  is  the  very  opposite  of  the  mercan- 

tile theory  apparently,  and  yet  it  goes  far  towards  it,  because  it 
proceeds  upon  the  idea  that  although  gold  is  worth  nothing  to  us, 
it  is  worth  everything  to  the  rest  of  the  commercial  world.  The 
present  distribution  is  not  likely  to  be,  because  it  cannot  be,  for  a 
long  time,  seriously  disturbed.  The  annual  production  is  at  once 
distributed,  and  if  the  annual  increase  of  capital  is  in  the  same 
proportion  with  gold,  the  equilibrium  of  all  prices  is  maintained, 
and  human  wants  remaining  the  same,  no  more  consumable  arti- 
cles can  be  distributed  than  are  wanted,  and  a surplus  of  any 
article  brings  down  its  price. 

Upon  these  principles  the  Bank  of  England  works.  What  kind 
of  bank  or  banks  would  be  most  suitable  or  desirable  for  the 
United  States  on  the  return  to  specie  payments,  how  or  when 
they  are  to  be  brought  about,  and  what  effect  has  been  wrought 
upon  gold  by  our  irredeemable  paper,  and  in  what  respect  the 
working  of  deposits  now  differs  from  the  system  under  convertible 
paper,  cannot  be  discussed  here. 

Scotch  banks  are  not  in  opposition  to  these  principles. 
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THE  NEW  YORK  CHAMBER  OF  COMMERCE  AND 
PLANS  OF  CURRENCY. 

The  agitation  of  the  public  mind  on  the  subject  of  the  finances, 
and  especially  on  the  currency,  begins  to  manifest  itself  in  various 
forms  of  action.  The  latest  and  most  significant  is  that  of  the 
Chamber  of  Commerce,  which,  at  its  late  annual  election  for  officers, 
departed  from  its  traditional  usage,  which  was  to  advance  the  offi- 
cers in  the  order  of  seniority  in  rank,  to  the  higher  places  becom- 
ing vacant.  On  the  retirement  from  the  Presidency  of  Mr.  William 
E.  Dodge,  the  officers  next  in  rank  were  Mr.  George  Opdyke  and 
Mr.  W.  M.  Vermilye,  respectively  the  first  and  second  Vice- 
President.  A few  days  before  the  annual  election,  which  took 
place  on  the  6th  of  May,  an  opposition  ticket  to  the  regular 
nominations  was  advertised.  For  the  sake  of  accurate  history  we 
make  the  following  liberal  quotation  from  the  covering  circular: 

The  importance  of  these  elections,  in  respect  to  the  honor  and  influence  of 
the  Chamber  of  Commerce,  has  so  frequently  been  looked  upon  with  indiffer- 
ence  or  forgotten,  that  any  opposition  to  regular  nominations  has  long  since 
ceased. 

The  welfare  of  the  Chamber  at  this  juncture  requires  a new  enthusiasm  in 
its  behalf  to  be  aroused  among  its  members,  so  as  to  take  it  out  of  the  groove 
or  rut  into  which  it  is  now  running. 

The  usefulness  of  the  organization,  and  its  influence  over  the  commerce  of 
the  City  and  State  of  New  York,  demand  that  its  Chief  Officers  shall  have  the 
reputation  of  sound  practical  views  on  the  subjects  of  Finance  and  Trade, 
instead  of  speculative  and  doubtful  theories. 

For  these  reasons  the  undersigned  are  dissatisfied  with  some  of  the  names 
on  the  regular  ticket,  nominated  in  the  old  way;  we  therefore  call  your  atten- 
tion now  to  these  matters,  instead  of  waiting  until  the  day  and  hour  of  the 
election,  when  it  would  be  useless  to  protest,  and  too  late  to  organize  for  the 
defeat  of  objectionable  candidates. 

The  new  ticket  proposed  the  name  of  Samuel  D.  Babcock  for 
President,  and  James  M.  Brown  and  George  W.  Lane  for  first 
and  second  Vice-President  respectively. 

Immediately  on  the  appearance  of  this  circular,  the  friends  of 
Mr.  Opdyke  published,  in  connection  with  their  ticket  of  “ regular 
nominations,”  an  appeal  to  the  members  of  the  Chamber,  which 
contained  the  following  sentences: 

These  nominations  have  been  made  in  accordance  with  the  time-honored 
usages  of  the  Chamber,  promoting  the  present  officers  in  regular  order  of 
seniority. 

This  custom  must  commend  itself  as  the  only  one  which  will  exclude  from 
the  Chamber  all  unseemly  contests,  and  give  no  room  for  the  display  of  per- 
sonal feelings.  It,  moreover,  will  always  give  a just  and  grateful  recognition 
for  long  and  faithful  active  service  in  the  work  of  the  Chamber,  and  in  the 
present  instance  this  is  pre-eminently  the  case. 
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# We  do  not  desire  to  enter  into  the  question  of  the  individual  views  of  any 
candidate  upon  either  ticket.  The  Chamber  of  Commerce  can  secure  its  proper 
influence,  only  by  embodying  in  its  membership  all  views  of  finance  and  trade, 
and  by  having  all  subjects  discussed  without  partisanship  or  fear  of  unpopu- 
larity. The  community  should  know  that  the  decisions  of  the  Chamber  are 
given  only  by  its  official  acts  and  resolutions  after  due  deliberation  and  full 
and  candid  discussions,  and  not  by  the  result  of  a contested  election,  with  all 
its  personalities  and  animosities. 

We  believe  that  this  is  the  first  time  since  the  organization  of  the  Chamber 
(certainly  within  the  memory  of  most  of  its  members)  that  an  effort  has  been 
made  to  express  its  opinion  as  to  what  are  “sound  and  practical  views”  through 
an  annual  election,  and  it  appears  to  us  that  it  will  be  an  unfortunate  day 
when  the  Chamber  shall  have  gotten  out  of  what  is  called  “the  present  rut” 
only  to  fall  into  the  slough  of  politics. 

Justice  to  the  candidates  on  the  regular  ticket,  however,  requires  us  to  meet 
the  assertions  of  the  circular  of  the  opposition  with  denials  upon  two  points. 
The  aspersions  upon  the  financial  views  of  the  regular  candidates  are  alto- 
gether unjust  and  unfounded.  Again,  the  intimation  that  the  opposition  is  a 
movement  in  favor  of  progress,  is  a reversal  of  the  fact,  since  the  active,  work- 
ing and  progressive  members  of  the  Chamber  are  represented  by  the  regular 
nominations,  and  it  is  not  unfair  to  notice  that  though  the  signers  of  the  op- 
posing circular  are  eminently  to  be  respected,  the  Chamber  has  not  in  the  past 
nad  tne  benefit  of  the  attendance  or  service  of  very  many  of  these  gentlemen. 

The  merits  of  the  case  as  set  forth  in  these  circulars  are  not 
difficult  of  detection.  There  are  two  parties  in  the  Chamber — one 
in  favor  of  immediate  measures  for  the  restoration  of  specie  pay- 
ments, the  other  opposed  to  such  measures;  one  in  favor  of  the 
National  Bank  currency  as  it  is,  without  enforcing  redemption,  the 
other  in  favor  of  such  modifications  of  the  law  as  will  bring  the 
banks  under  the  natural  restraints  of  commerce,  and  make  them 
servants  and  auxiliaries  in  our  general  economy,  instead  of  masters 
over  it.  The  first  collision  between  these  parties  dates  in  Novem- 
ber, 1873,  when  Mr.  A.  A.  Low  presented  a series  of  resolutions, 
in  which  the  Chamber  expressed  its  belief, 

“That  in  failing  to  redeem  the  United  States  legal-tender 
notes  with  gold,  or  to  enact  laws  looking  to  this  end,  the 
Congress  of  the  United  States  has  set  an  example  before  the  peo- 
ple which  has  been  pernicious  in  its  influence,  promotive  of  a gen- 
eral inflation,  and  fruitful  of  wide-spread  demoralization ; and  believ- 
ing these  things,  the  Chamber  would  respectfully  invoke  Congress, 
when  it  again  assembles,  to  cause,  if  need  be,  the  purchase  of 
United  States  #bonds  to  be  discontinued,  and  the  application  of  the 
National  gold  reserve  to  the  redemption  of  Treasury  notes,  accord- 
ing to  the  letter  and  spirit  thereof,  reserving  nevertheless  the  power 
of  reissue.” 

On  motion  of  Mr.  Opdyke  these  resolutions  were  referred  to  a 
special  committee,  to  be  reported  on  at  a subsequent  meeting  of 
the  Chamber.  The  Committee  was  composed  of  Messrs.  A.  A. 
Low,  George  Opdyke,  and  S.  T.  Babcock.  At  the  meeting  held 
November  20  two  reports  were  presented — one  by  Messrs.  Low 
and  Babcock,  and  a minority  report  by  Mr.  Opdyke.  The  former 
was  in  the  shape  of  a memorial  to  Congress,  setting  forth  the 
judgment  of  the  Chamber  that  “the  time  has  come  when  a just 
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regard  to  the  commercial  and  financial  interests  of  the  country  , 
demands  a return  to  specie  payments,  or  the  initiation  of  such 
measures  as  would  lead  to  that  result  at  an  early  day.”  The 
memorial  displayed  succinctly,  the  evils  of  an  irredeemable  paper 
money,  the  necessity  of  gold  as  a standard  of  value,  and  the  aus- 
piciousness of  the  time  for  the  initiation  of  practical  methods  for 
the  resumption  of  specie  payments.  It  recommended  expedient 
changes  of  the  National  Bank  law,  and  especially  that  the  bank 
reserve  should  be  increased  from  15  per  cent,  to  a uniform  pro- 
portion of  25  per  cent,  of  their  outstanding  liabilities. 

As  a minority  report,  Mr.  Opdyke  presented  the  draft  of  a 
counter  memorial  to  Congress,  in  which  he  declared  the  present 
irredeemable  currency  to  be  “the  best  the  country  ever  had;” 
that  “under  it  our  National  prosperity  has  been  greater  than  ever 
before,  and  our  volume  of  circulation  less  disturbed  by  violent  and 
sudden  changes.”  The  memorial  concluded  by  recommending: 

First — That  the  present  legal  limit  of  greenbacks  and  National 
bank-notes  shall  be  neither  increased  nor  diminished  until  after  a 
resumption  of  specie  payments  shall  have  taken  place. 

Second — That  the  present  legal  reserves  of  the  National  banks 
shall  remain  intact. 

Fourth — That  Congress  authorize  the  issue  of  $100,000,000  of 
United  States  currency  bonds,  bearing  3*65  per  cent,  interest,  or 
some  higher  rate,  convertible  at  the  pleasure  of  the  holder  into 
legal  tenders;  provided,  however,  that  the  maximum  of  legal 
tenders  outstanding  shall  at  no  time  exceed  the  present  legal 
limit. 

The  third  clause  of  Mr.  Opdyke’s  plan  recommended  the  repeal 
of  the  usury  laws,  leaving  the  rate  of  interest  on  loans  to  be 
determined  by  the  market — a measure  in  which  the  majority  report 
coincided. 

From  these  reports  it  is  apparent  that  the  Chamber  was  then 
divided  into  two  parties,  logically  irreconcilable.  The  majority", 
represented  by  Mr.  Low,  was,  and  is,  the  party  that  adheres  to 
those  principles  of  financial  organization  which  stand  approved  and 
demonstrated  by  the  uniform  experience  of  mankind  in  every  com- 
mercial country,  and  by  all  the  tests  of  practice  and  science  which 
are  applicable  to  the  subject  matter.  They  include  the  institution 
of  gold  as  the  measure  of  value,  and  the  maintenance  of  an  auxil- 
iary paper  currency  convertible  with  it.  The  theory  of  Mr.  Opdyke, 
on  the  other  hand,  proposes  to  dispense  with  gold  as  a measure, 
and  to  substitute  an  inconvertible  paper  money  in  lieu  of  it. 
Although  this  particular  feature  of  it  is  not  broadly  introduced  in 
the  minority  report,  it  is  well  known  that  it  constitutes  the  very 
base  and  pillar  of  his  financial  theory.  His  volume  on  Political 
Economy , which  was  published  in  the  year  1851,  furnishes  incon- 
testable proof  of  the  fact.  That  we  may  not  be  supposed  to  do 
Mr.  Opdyke  any  injustice,  we  make  the  following  summary  from 
that  work,  which  contains  abundant  proof  of  careful  and  deliberate 
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thought.  Under  the  head  “Of  Inconvertible  Paper  Money ” (p. 
296),  he  proposes  that  the  Constitution  of  the  United  States  shall 
be  so  amended: 

1.  As  to  prohibit  the  emission  of  all  convertible  paper  money, 
and  to  suppress  all  such  money  now  in  circulation.  2.  That  the 
existing  clause  in  the  Constitution  which  establishes  gold  and  silver 
as  the  standard  of  value,  and  as  the  legal  tender  in  the  payment 
of  debts,  be  so  modified  as  to  include  the  inconvertible  paper 
money  to  be  issued  in  pursuance  of  the  following  clause:  3.  That 
the  Government,  in  payment  of  its  current  expenses,  issue  annually, 
for  ten  consecutive  years,  $25,000,000  of  paper  money,  to  be  of 
the  similitude  of  bank-notes,  to  be  worded : 

“ Dollars,  legal  money  of  the  United  States  issued  by 

authority  of  the  people  thereof.  Dated  Washington  City  .” 

4.  That,  at  the  expiration  of  ten  years,  the  population  of  the 
United  States  be  ascertained,  and  the  emission  of  said  money  be 
made  equal  to  ten  dollars  per  capita ; and  every  year  thereafter  the 
emission  be  equal  to  ten  times  the  annual  increase,  so  that  the 
volume  in  circulation  shall  always  be  in  that  proportion  to  the 
number  of  people.  5.  That  the  production  and  emission  of  every 
other  substitute  for  coin  be  strictly  prohibited. 

The  phraseology  of  the  money  note  is  peculiar.  It  promises  no 
payment,  represents  nothing,  has  no  inherent  substantive  qualities,  but 
is  a law  in  itself.  It  is  money,  because  it  is  pronounced  by  law  to 
be  money,  and  for  no  cause  else.  Mr.  Opdyke  sets  up  no  claim  of 
originality.  The  proposition  to  establish  a conventional  money,  for 
this  is  little  else,  has  long  since  been  promulgated,  and  the  attempt 
to  carry  it  out  has  been  several  times  made,  but  never  successfully. 
The  assignat  of  France  is  the  most  memorable,  and,  at  the  same 
time,  the  most  disastrous  example  of  it.  Titrgot , Comptroller- 

General  of  France  (equal  to  Prime  Minister),  and  the  most  emi- 
nent economist  of  his  time,  declared  it  as  an  axiom  in  finance, 
that  “ purely  conventional  money  is  an  impossibility.”  “ A positive 
law,”  says  Adam  Smith,  “may  render  a shilling  a legal  tender  for 
a guinea,  because  it  may  direct  the  courts  of  justice  to  discharge 
the  debtor  who  has  made  that  tender;  but  no  positive  law  can 
oblige  a person  who  sells  goods,  and  who  is  at  liberty  to  sell,  or 
not  to  sell,  as  he  pleases,  to  accept  of  a shilling  as  equivalent  to 
a guinea  in  the  price  of  them.”  The  Government  of  Pennsylvania 
(1722),  when  it  first  issued  paper  money,  passed  a law,  imposing 
a penalty  on  any  one  who  asked  for  his  goods  a higher  price  in 
colony  paper  money  than  in  gold  and  silver;  but  that  did  not 
prevent  its  depreciation.  The  point  of  theory  most  relied  upon  to 
give  a status  to  conventional  money  was  succinctly  expressed  by 
the  celebrated  Scotch  financier.  Law,  who  said:  “ If  we  establish 
a money  which  has  no  intrinsic  value,  or  whose  intrinsic  value  is 
such  that  it  will  never  be  exported,  we  shall  have  reached  wealth 
and  power.”  Mr.  Opdyke's  theory  differs  in  one  respect  from  all 
others  of  the  same  general  tenor,  by  retaining  bullion  as  the  solvent 
of  foreign  debt. 
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The  general  proposition  of  an  inconvertible  paper  money,  natu- 
rally branches  into  two  parts:  first,  as  it  relates  simply  to  the 
creation  of  it;  second,  as  it  relates  to  the  authority  by  which  it  is 
issued.  The  latter  is  the  more  equivocal  part  of  the  subject. 
John  Stuart  Mill  admits  that  “convention  is  quite  sufficient  to 
confer  the  power  of  creating  a paper  currency;”  and  he  adds: 
“ the  immediate  agency  in  determining  its  value  being  in  its 
quantity , if  that  quantity  could  be  arbitrarily  fixed  by  authority,  the 
value  would  depend  on  the  fiat  of  that  authority,  not  on  the  cost 
of  production.”  “The  quantity  of  paper  currency  not  convertible 
into  metals,”  he  expressly  says,  “can  be  arbitrarily  fixed ; especially 
if  the  issuer  is  the  sovereign  power  of  the  State.”  What  we  have 
to  say,  therefore,  as  to  the  general  proposition  of  an  inconverti- 
ble money,  is,  that  the  question  does  not  seem  to  be  finally  and 
irrevocably  settled ; but  it  remains  open  on  all  grounds  which  have 
so  far  been  advanced  against  it.  Nevertheless,  we  must  believe, 
as  we  shall  attempt  to  show  hereafter,  that  the  theory  is  not 
reconcilable  with  scientific  principles,  of  which  one  proof,  ajid  a 
pretty  strong  one,  is,  that  it  has  absolutely  failed  as  often  as  the 
attempt  has  been  made  to  put  it  in  practice. 

Over  half  a century  since,  the  most  eminent  economist  of  Eng- 
land, Mr.  Ricardo,  proposed  the  organization  of  a National  Bank, 
of  which  the  leading  feature  was  an  inconvertible  currency.  His 
plan  was  briefly  as  follows: 

That  commissioners  should  be  appointed  in  whom  the  full  power 
of  issuing  all  the  paper  money  of  the  country  should  be  exclusively 
vested;  that  on  the  expiration  of  the  charter  of  the  Bank  of  Eng- 
land, they  should  issue  15,000,000  of  paper  money  in  discharge 
of  the  capital  of  the  Bank  lent  to  the  Government;  that  on  the 
same  day  they  should  issue  10  million  more,  with  which  to  pur- 
chase gold  and  therewith  redeem  a part  of  the  debt  of  the  Gov- 
ernment to  the  Bank,  on  Exchequer  bills;  that  the  Bank  should 
redeem  all  its  own  notes  in  the  new  circulation ; that  it  should  not 
pay  them  in  gold,  but  should  be  obliged  to  keep  always  a reserve 
of  the  new  notes  equal  in  amount  to  its  own  notes  remaining  in 
circulation.  Provision  was  then  to  be  made  for  the  gradual  retire- 
ment of  all  paper  money,  excepting  that  issued  by  the  Govern- 
ment. The  commissioners  were  to  act  as  fiscal  agents  of  the 
Government.  From  the  moment  of  the  establishment  of  the  Na- 
tional Bank,  the  commissioners  should  pay  their  notes  and  bills  on 
demand  in  coin.  The  general  features  of  Mr.  Ricardo’s  plan 
approximated  Mr.  .Opdyke’s  so  far  as  to  produce  the  same  result, 
of  keeping  the  gold  in  reserve  for  the  emergencies  of  trade  with 
foreign  markets,  and  holding  the  paper  circulation  within  positive 
limits  of  proportion  to  the  common  needs  of  the  country.  We 
reserve  for  a future  number  of  the  Magazine  a special  analysis  of 
the  State  currency  scheme. 
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THE  SILVER  MINES  OF  MEXICO  AND  OF  NEVADA. 

The  recent  remarkable  increase  in  the  silver  production  of  Ne- 
vada calls  forth  a comparison  as  to  the  yield  of  Mexican  mines, 
and  the  machinery  used,  which  we  find  in  the  San  Francisco 
Bulletin : Until  the  development  of  the  large  ore  bodies  in  the 
Comstock  lode,  Mexico  was  the  largest  silver  producer  in  the 
world.  It  is  impossible  to  say  what  mine  or  what  lode  yielded 
the  largest  quantity  of  bullion.  The  best  authorities  on  the  sub- 
ject have  failed  to  determine,  because  the  product  of  a group  of 
mines  operating  on  various  veins  in  the  same  neighborhood  has 
generally  been  credited  to  the  leading  mine  in  the  district.  Such 
has  been  the  case,  in  a measure,  with  the  mine  of  Guanajuato, 
situated  on  the  mother  vein  or  vela  madre  of  Central  Mexico,  and 
with  the  Potosi  mines  .of  Peru,  the  San  Luis  Potosi  mine  being 
credited  with  the  combined  product  of  a multitude  of  mines  in 
that  district,  representing  as  many  separate  and  distinct  veins. 
The  vela  madre  of  Mexico  comes  nearest  being  a parallel  case  of 
the  Comstock.  It  is  a similar  fissure,  intersecting  a similar  forma- 
tion, only  it  is  at  least  three  times  its  length  and  its  ore  deposit 
has  been  one  continuous  bonanza . The  mines  on  the  vela  madre 
have  been  worked  uninterruptedly  for  over  three  centuries,  and  the 
aggregate  yield  is  estimated  at  $ 300,000,000.  The  first  discoveries 
on  the  Comstock  were  only  made  fifteen  years  ago,  but  the  entire 
product  during  that  brief  period  has  aggregated  in  round  num- 
bers $175,000,000,  or  over  one-half  the  three-century  product  of 
the  richest  vein  in  Mexico,  and  about  one-eighth  the  entire  pro- 
duct of  the  numerous  veins  and  mines  forming  the  Peruvian  Poto- 
si group  for  the  same  extended  period.  The  yield  of  the  Com- 
stock lode  last  year  amounted  to  about  $21,000,000,  and  this 
year  about  $22,000,000,  or  within  $3,000,000  of  the  maximum 
annual  yield  of  all  the  silver  mines  of  Mexico,  and  five  times  the 
average  annual  yield  of  the  Peruvian  mines. 

The  vela  madre  has  been  more  extensively  worked  than  any 
other  silver  lode  in  Mexico,  but  it  is  very  doubtful  as  to  whether 
it  is  the  richest  vein  existing  in  that  country.  The  metallic  sil- 
ver lodes  in  the  State  of  Chihuahua  are  probably  much  richer. 
A single  bonanza  of  metallic  silver  ore,  discovered  in  one  of  these 
mines,  is  represented  to  have  taken  eighteen  years  to  exhaust,  and 
is  variously  estimated  to  have  yielded  from  $20,000,000  to  $50,- 
000,000.  First-class  ore  from  the  Chihuahua  mines  yields  all  the 
way  from  $15,000  to  $30,000  per  ton,  and  second-class  ore 
ranges  from  $ 2,000  to  $ 15,000  per  ton.  The  Comstock,  of 
course,  has  nothing  equal  to  this.  There  is  no  knowing  what 
might  have  been  accomplished  in  the  silver  mines  of  Mexico 
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and  Peru  had  they  been  systematically  worked.  What  if,  instead 
of  human  backs,  long  swinging  poles  and  rickety  winzes  bringing 
the  ore  to  the  surface  from  the  depths  below,  and  the  primitive 
arastras  separating  the  metal  from  the  vein  matter,  the  improved 
machinery  now  employed  on  the  Comstock  had  been  in  use ! 
Under  such  a condition  of  things,  what  would  have  been  the 
showing  of  the  returns?  and  into  how  brief  a space  would  the 
three  century  operations  have  been  contracted?  Instead  of  a 
bonanza  taking  eighteen  years  to  exhaust,  we  should  probably 
have  had  it  all  out  within  that  many  months.  Many  of  the 
Central  Mexican  mines  have  for  years  been  worked  by  English 
capitalists  with  improved  machinery,  and  there  has  been  in  con* 
sequence,  a marked  increase  in  the  aggregate  silver  product  of  the 
country ; but  mechanical  appliances  are  vastly  inferior  to  those  used 
on  the  Comstock.  The  Comstock  has  unquestionably  yielded  more 
silver  in  the  same  space  of  time  than  any  known  lode,  and  is  to- 
day the  richest  silver  lode  being  worked,  but  its  immense  yield  is 
in  a great  measure  owing  to  the  superiority  of  the  machinery  em- 
ployed and  the  systematic  manner  in  which  it  is  being  mined. 


NEW  ACTS  OF  CONGRESS. 

An  Act  to  authorize  the  Secretary  of  the  Treasury  to  adjust  and 
remit  certain  Taxes  and  Penalties  claimed  to  be  due  from  Mining 
and  other  Corporations , and  for  other  purposes . 

Be  it  encuted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congress  assembled , That  the  Sec- 
retary of  the  Treasury  be,  and  he  is  hereby,  authorized  and 
directed  to  settle  and  release  any  claims  for  tax  on  circulation 
of  evidences  of  indebtedness  made  against  any  mining,  manufac- 
turing or  other  corporations  other  than  against  any  National  banking 
association , State  bank , or  banking  association , by  such  corpor- 
ations paying  the  tax,  without  penalty,  that  shall  have  accrued 
thereon  since  November  first,  eighteen  hundred  and  seventy-three, 
and  that  the  provisions  of  section  three  thousand  four  hundred 
and  twelve  of  the  Revised  Statutes  of  the  United  States  shall  not 
be  construed  in  pending  cases,  except  as  to  National  banking  asso- 
ciations, to  apply  to  such  evidences  of  indebtedness  issued  and 
reissued  prior  to  the  passage  of  this  act;  but  said  section  shall  be 
construed  as  applying  to  such  evidences  of  indebtedness  issued 
after  the  passage  hereof. 

Approved,  March  3,  1875. 
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DECISIONS  OF  THE  NEW  YORK  COURT  OF  APPEALS. 

{From  the  Albany  Law  Journal.) 

The  Effect  of  Receiving  a Check.  Is  it  Payment? 

This  action  was  brought  to  recover  the  amount  of  two  bills  for 
freight.  It  appeared  that  on  May  4,  1868,  defendant  gave  to 
plaintiff  his  check  on  “H.  J.  Messenger’s  Bank”  for  the  amount 
of  said  bills,  which  were  thereupon  receipted.  There  was  no  ex- 
press agreement  that  the  check  should  be  received  as  payment. 
The  bank  was  near  the  place  where  the  transaction  took  place, 
and  it  remained  open  that  day  and  for  an  hour  in  the  morning 
of  the  5th,  and  then  closed,  and  in  the  evening  of  that  day 
Messenger  made  an  assignment  for  the  benefit  of  his  creditors. 
This  assignment  was  not  recorded  or  filed,  and  the  assignees  did 
not  give  bonds  or  take  possession.  Messenger  was  declared  a 
bankrupt  on  the  20th.  Plaintiff  did  not  present  the  check  for 
payment,  and  did  not  notify  defendant  of  its  non-payment  until 
about  the  20th.  The  Court  found  that  it  was  possible,  and  per- 
haps probable,  that  the  check  might  have  been  collected,  but  gave 
judgment  for  the  plaintiff.  Held,  no  error;  that  the  debt  was  not 
paid  by  the  check.  That  plaintiff  was  not  guilty  of  laches  in  not 
presenting  the  check  before  the  bank  closed,  as  it  had  the  whole 
of  the  next  day,  the  5th,  in  which  to  present  it;  that  the  finding 
of  the  Court,  as  to  the  probability  that  the  check  might  have  been 
collected,  was  not  sufficient  to  defeat  a recovery,  Defendant  was 
bound  to  show  that  he  had  suffered  damage  by  the  laches  of  the 
plaintiff  in  keeping  or  dealing  with  the  check  without  demand  of 
payment;  it  was  not  enough  to  show  a probability  of  injury. 


Attachment  by  a State  Court  against  a National  Bank. 

In  Chesapeake  Bank  v . First  National  Bank  of  Baltimore,  40 
Md.,  269,  the  Court  of  Appeals  of  Maryland  held  that  an  attach- 
ment on  warrant  issued  by  a State  court  to  affect  the  funds  of  a 
National  bank  is  illegal  and  void,  being  in  violation  of  section  57 
of  the  Act  of  Congress  approved  June  3,  1864,  as  amended  by 
section  two  of  the  Act  of  Congress  approved  March  3,  1873,  pro- 
viding* that  “no  attachment,  injunction  or  execution  shall  be 
issued  against  such  association  or  its  property  before  final  judg- 
ment in  any  such  suit,  action  or  proceeding  in  any  State,  county 
or  municipal  court.”  It  appears  that  the  appellant  on  the  18th  of 
September,  1873,  caused  an  attachment  on  warrant  to  be  issued 
out  of  the  Superior  Court  of  Baltimore  City  to  affect  the  property 
and  credits  of  the  First  National  Bank  of  the  City  of  Washington, 
District  of  Columbia,  as  a non-resident  debtor,  which  was  laid  in 
the  hands  of  the  First  National  Bank  of  Baltimore,  as  garnishee. 
In  October  following,  the  garnishee  filed  a motion  to  quash  for 
reasons  alleged,  and  from  the  judgment  of  the  Court  quashing  the 
writ,  this  appeal  is  taken. 
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Miller,  J.,  who  delivered  the  opinion,  said:  “We  shall  not  stop 
to  inquire  what  is  the  true  construction  of  the  original  57th  sec- 
tion of  the  Act  of  1864,  because  it  is  clear  the  case  before  us  is 
embraced  by  the  terms  of  the  amendment  thereto  made  by  the 
Act  of  1873.  The  constitutionality  of  the  National  banking  acts  is 
admitted,  their  purpose  being,  as  expressed  in  the  title  to  the 
original  Act  of  1864,  ‘ to  provide  a National  currency  secured  by 
a pledge  of  United  States  bonds,  and  to  provide  for  the  circulation 
and  redemption  thereof;'  but  it  is  insisted  these  particular  pro- 
visions or  features  of  them  are  unconstitutional  and  void.  The 
argument  is,  that  it  is  not  within  the  power  of  Congress  to  clothe 
these  banking  associations  as  to  their  contracts  and  dealings  with 
the  world,  with  any  special  immunities  and  privileges  exempting 
them,  in  their  trade  and  intercourse  with  others,  from  the  laws  and 
remedies  applicable  in  like  cases  to  other  citizens.  But  the  power 
to  create  these  banks  as  instrumentalities  of  the  Government  be- 
ing, as  it  confessedly  is,  within  the  rightful  powers  of  Congress, 
we  cannot  say  that  provisions  like  these,  defining  in  what  tribunals 
they  shall  be  sued  and  to  what  suits  or  actions  they  shall  be  sub- 
jected, are  not  appropriate  and  necessary  to  carry  out  this  admitted 
power.  It  must  plainly  appear  that  such  provisions  are  inappro- 
priate and  unnecessary  for  this  purpose,  in  order  to  justify  a court 
in  declaring  that  Congress  has  transcended  its  authority  in  enact- 
ing them.  In  our  opinion  Congress  has  the  power  to  make  any 
provisions  which  tend  to  promote  the  efficiency  of  these  banks  in 
performing  the  functions  by  which  they  were  designed  to  serve  the 
Government,  and  to  protect  them,  not  only  against  interfering 
State  legislation,  but  also  against  suits  or  proceedings  in  State 
courts  by  which  that  efficiency  would  be  impaired.  We  are  unable 
to  perceive  that  the  provisions  here  assailed  are  not  of  that  char- 
acter, and  therefore  cannot  pronounce  them  void.” 


THE  LAW  OF  BILLS  OF  EXCHANGE. 

An  Agreement  to  Pay  Attorney’s  Fee  does  not  Destroy 

Negotiability. 

//.  .S'.  Gaar,  etc..,  Appellants , vs,  Louisville  Banking  Company , Appellees — 
Appeal  from  Jefferson  Common  Pleas  Court, 

KENTUCKY  COURT  OF  APPEALS. 

Opinion  of  the  Court  by  Judge  Cofer. 

This  suit  was  brought  in  the  Louisville  Chancery  Court  by  appellees  against 
appellants  and  others  on  this  instrument: 

“Louisville,  Ky.,  January  27,  1873. 

“ Four  months  after  date  pay  to  the  order  of  James  M.  Bryant  ninety -four 
hundred  and  twenty  and  4-100  dollars.  Value  received.  Negotiable  and  pay- 
able at  the  office  of  the  Louisville  Banking  Company. 

“$9420.04.  W.  H.  BeYNBOTH.” 

Addressed  to  Morris,  Southwick  & Co.,  Louisville,  Ky.,  accepted  by  them, 
and  indorsed  by  J.  M.  Bryant,  H.  S.  Gaar,  P.  G.  Kelsey,  and  J.  T.  Morris. 
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On  the  back  of  that  paper  this  agreement  appears: 

“ The  drawers,  indorsers  and  acceptors  of  this  bill  agree  to  pay  a reasonable 
attorney’s  fee  to  any  holder  thereof,  if  the  same  shall  hereafter  be  sued  upon, 
and  also  pay  interest  at  the  rate  of  ten  per  cent,  per  annum  after  maturing 
until  paid,  and  all  are  equally  bound,  as  drawers,  inaorsers,  as  if  this  bill  were 
in  the  form  of  a joint  note. 

“Morris,  Southwick  & Co., 
“W.  H.  Beynroth, 

“J.  M.  Bryant, 

“H.  S.  Gaar.” 

The  petition  contained  three  paragraphs.  The  first  set  forth  the  principal 
writing,  and  declared  on  it  as  a bill  of  exchange.  In  the  second  paragraph  it 
was  alleged  that,  at  the  time  the  bank  purchased  the  bill,  Bryant,  Beynroth 
and  Gaar  indorsed  to  it,  as  collateral  security,  three  notes  executed  by  Morris, 
Southwick  & Co.  to  them,  dated  January  28,  1873,  the  first  two  being  for  the 
sum  of  $5,000  each,  due  in  eighteen  months,  and  the  third  for  $6,000,  due  in 
twenty-four  months,  and  all  secured  by  mortgage  on  real  estate,  and  bearing 
interest  from  date  at  the  rate  of  ten  per  cent,  per  annum.  It  was  also  alleged 
that  Morris,  Southwick  & Co.  had  no  defense  to  the  notes. 

The  bank  prayed  for  judgment  enforcing  its  lien  on  the  notes,  and  for  a 
sale  thereof  in  satisfaction  of  the  bill. 

In  the  third  paragraph,  the  writing  indorsed  on  the  back  of  the  bill  was  set 
up,  and  judgment  was  prayed  thereon  for  ten  per  cent,  interest  on  the  amount 
of  the  bill  from  its  maturity  until  paid,  and  for  $500  as  an  attorney’s  fee. 

Gaar  demurred  to  the  second  paragraph,  upon  the  ground  that  it  did  not 
state  facts  constituting  a cause  of  action. 

The  demurrer  was  sustained;  and  the  bank,  failing  to  plead  further  in  that 
behalf,  the  second  paragraph  was  dismissed,  and  the  cause  transferred  to  the 
Jefferson  Court  of  Common  Pleas,  where  both  Gaar  and  Bryant  demurred  to 
the  petition ; and  their  demurrers  having  been  overruled,  they  answered,  and 
trial  was  had,  which  resulted  in  a verdict  and  judgment  against  them  for  the 
amount  of  the  bill,  with  interest  thereon  at  ten  per  cent,  per  annum  from 
maturity  until  paid,  and  from  that  judgment  they  have  appealed,  and  the  bank 
prosecutes  a cross  appeal  to  reverse  the  judgment  of  the  Chancery  Court,  dis- 
missing the  second  paragraph  of  the  petition. 

The  appellants  answered  separately,  and  afterwards  offered  to  amend  their 
answers,  but  leave  for  that  purpose  was  refused,  and  this,  and  the  overruling 
of  their  demurrers  to  the  petition,  are  the  only  errors  complained  of. 

The  ground  of  the  demurrers  is  that,  although  the  writing  declared  on  in 
the  first  paragraph,  when  taken  by  itself,  is  a bill  of  exchange,  the  writing 
indorsed  on  tne  Dack  thereof,  in  wnich  the  signers  agreed  to  pay  an  attorney’s 
fee  in  case  the  bill  should  be  sued  on,  destroyed  its  negotiaoihty,  whereby  it 
ceased  to  be  a bill.  This  argument  is  based  on  the  fact  that  the  amount  of 
the  attorney’s  fee  agreed  to  be  paid  was  not  ascertained,  and  hence  it  is  con- 
tended that  the  bill  was  for  an  uncertain  amount. 

A bill  of  exchange  has  been  defined  to  be  a written  order  or  request  by  one 
person  to  another  for  the  payment  of  a sum  of  money,  absolutely  and  at  all 
events,  and  as  bills  are  designed  to  take  the  place  and  perform  the  office  of 
money,  there  must  be  no  chance  of  mistake  as  to  the  amount  of  money  of 
which  they  thus  take  the  place.  On  this  point,  therefore,  the  cases  are  quite 
stringent.  The  sum  must  be  stated  definitely,  and  must  not  be  connected  with 
any  indefinite  or  uncertain  sum.  Parsons  on  Notts  ami  Bills,  37.  Story  on 
Bills,  sec . 

It  has  accordingly  been  held  that  an  instrument  in  the  form  of  a note 
promising  to  pay  a specified  sum,  at  a designated  place,  on  a named  day, 
“ current  rate  of  exchange  added,”  was  not  a note,  because  the  current  rate  of 
exchange  was  unascertained  and  uncertain.  Atkinson  vs.  Manks  (1  Cow.,  707), 
and  in  Davis  vs.  Williamson  (10  A.  and  E .,  98),  it  was  held  that  the  follow- 
ing instrument  was  not  a note:  “I  agree  to  pay  to  D.  ^695  at  four  install- 
ments;” the  first  on,  etc.,  “being  ^200,”  ana  so  on  specifying  three  others, 
amounting  in  the  aggregate  to  /“500.  “The  remaining  ^95  to  go  as  a set- 
off for  an  order  of  R.  to  T.,  ana  the  remainder  of  his  debt  owing  from  D. 
to  him.” 
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In  Cushman  vs.  Haynes  (20  Pick , 133),  it  was  held  that  an  acceptance  for 
an  uncertain  amount,  to-wit,  uthe  balance  of  goods  not  then  sold,”  was  not 
negotiable. 

Other  cases  to  the  same  effect  might  be  cited,  but  it  is  deemed  unnecessary, 
as  the  rule  of  the  law  merchant  undoubtedly  is,  that  it  is  an  indispensable 
quality  of  a note  or  bill  that  it  shall  be  for  a definite  sum,  in  order  that  it 
may  be  negotiable. 

But  it  by  no  means  follows  from  this  conclusion,  that  the  negotiability  of  the 
paper  sued  on  was  destroyed  by  the  agreement  indorsed  on  the  back,  that  the 
parties  would  pa y an  attorney’s  fee  if  the  debt  had  to  be  sued  for. 

In  the  cases  cited,  and  others  referred  to  by  counsel,  the  amount  to  be  paid 
at  the  maturing  of  the  notes  or  bill  was  uncertain,  and  it  was  that  fact  which 
destroyed  their  negotiability ; but  in  this  case  the  amount  to  be  paid  at  maturity 
was  fixed  and  certain,  and  it  was  only  in  the  event  that  the  bnl  was  not  paid 
when  due  that  any  uncertainty  arose. 

The  reason  for  the  rule  that  the  amount  to  be  paid  must  be  fixed  and  cer- 
tain is,  that  the  paper  is  to  become  a substitute  for  money,  and  this  it  cannot 
be  unless  it  can  be  ascertained  from  it  exactly  how  much  money  it  represents. 
As  long,  therefore,  as  it  remains  a substitute  for  money,  the  amount  which  it 
entitles  the  holder  to  demand  must  be  fixed  and  certain,  but  when  it  is  past 
due  it  ceases  to  have  that  peculiar  quality  denominated  negotiability,  or  to  per- 
form the  office  of  money,  and  hence  anything  which  only  renders  its  amount 
uncertain  after  it  has  ceased  to  be  a substitute  for  money,  but  which  in  no 
wise  affected  it  until  after  it  had  performed  its  office,  cannot  prevent  its  be- 
coming negotiable  paper.  Until  the  paper  in  question  matured,  the  amount  due 
upon  it  was  fixed  and  certain,  and  it  might  therefore  take  the  place  of  money. 
When  it  became  overdue,  that  fact  put  an  end  to  its  career,  and  then,  for  the 
first  time,  the  amount  to  which  the  holder  was  entitled  became  uncertain,  or 
rather  might  be  made  uncertain,  by  bringing  an  action  on  the  bill  against  the 
parties  wno  signed  the  agreement  indorsed  thereon. 

We  are,  therefore,  of  the  opinion  that  the  demurrer  was  properly  overruled. 

Second—  Neither  of  the  amended  answers  tendered  presented  a defense  to 
the  action.  As  Kelsey’s  name  came  after  the  names  of  Bryant  and  Gaar,  they 
could  not  look  to  him  for  indemnity  in  the  event  they  paid  the  bill,  and  they 
were  not  prejudiced  by  the  alleged  agreement  between  the  bank  and  Kelsey 
that  he  should  not  be  held  bound. 

It  is  alleged  in  one  of  the  proposed  amendments  that  the  bank  undertook 
that  Kelsey  would  also  sign  the  agreement  on  the  back  of  the  bill,  whereby 
he  would  nave  become  liable  as  if  the  bill  had  been  in  the  form  of  a joint 
note,  and  consequently  bound  to  make  contribution  to  any  other  accommodation 
indorser  who  might  pay  the  debt,  and  that  Gaar  and  Bryant  indorsed  the  bill 
in  consideration  of  that  agreement,  and  would  not  otherwise  have  done  so. 

For  the  breach  of  such  an  agreement  the  bank  would  perhaps  be  liable  to 
the  .appellants  for  whatever  damage  they  may  sustain  in  consequence  thereoC 
but  it  constitutes  no  defense  to  an  action  on  the  bill.  Hubble  v . Murphy,  1 
Dur.t  278. 

The  amended  answers  are  not  good  as  counter-claims,  because  they  contain 
no  allegation  that  Kelsey  was  solvent  at  the  maturity  of  the  bill,  or  indeed  at 
any  time,  and  unless  he  was  solvent  the  damages  recoverable  against  the  bank 
for  a breach  of  the  undertaking  that  Kelsey  would  sign  the  agreement  would 
entitle  them  to  nominal  damages  only;  and  even  this  was  not  prayed  for,  and 
the  Court  did  not  therefore  err  in  refusing  to  allow  the  amendments  to  be 
filed,  either  as  answers  or  as  counter-claims. 

Third — The  only  remaining  question  is  on  the  cross-appeal  of  the  bank 
against  Gaar  and  Bryant,  in  which  it  is  sought  to  reverse  tne  judgment  of  the 
Chancery  Court  sustaining  a demurrer  to  the  second  paragraph  of  the  petition, 
seeking  a judgment  to  sell  the  notes  pledged  by  Beynroth,  Gaar,  and  Bryant 
to  the  bant  as  collateral  security  for  the  bill. 

Beynroth  is  interested  in  the  decision  of  that  question,  and  is  a necessary 
party  to  the  appeal,  and  as  he  is  not  an  appellant,  and  a cross-appeal  can  only 
be  prosecuted  against  appellants,  the  cross-appeal  must  be  dismissed  for  want  of 
necessary  parties.  Sec.  895  Civil  Codef  Smith  vs.  Northern  Bank,  I Afef.,  575. 

Wherefore  the  judgment  is  affirmed  on  the  original  appeal,  and  the  cross- 
appeal  is  dismissed. 
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BOOK  NOTICES. 

The  Statesman's  Year-Book , 1875.  By  Frederic  Martin.  London:  Mac- 

millan & Co. 

This  is  the  twelfth  annual  volume  of  Mr.  Marlin’s  well-known  Year- 
Book,  which  meets  a want  so  general  and  so  widely  acknowledged  that  there 
is  no  wonder  the  work  has  obtained  such  rapid  success.  The  volume  extends 
to  750  pages,  and  is  divided  into  three  distinct  parts.  First,  we  have  a series 
of  ten  statistical  tables,  one  of  which  shows  the  number  of  Protestants  and 
Roman  Catholics  in  Europe.  From  this  table  we  learn  that  in  Great  Britain 
and  Ireland  there  are  26,100,000  Protestants  and  5,520,000  Roman  Catholics. 
In  Italy  the  Protestants  are  39,480,  and  the  Roman  Catholics  26,624,600;  in 
France  the  Protestants  number  511,621,  and  the  Roman  Catholics  35,497,235. 
In  the  whole  world  Mr.  Martin  computes  that  there  are  but  399,200,000 
Christians,  against  405,600,000  Buddhists,  against  204,200,000  Mahometans, 
174,200,000  Brahmanists,  111,000,000  of  nondescript  heathens,  and  5,000,000 
Jews.  Passing  from  religions  to  the  economic  facts,  Mr.  Martin  gives,  in  a 
series  of  tables,  the  density  of  population  in  various  countries,  their  railways 
and  telegraphs,  their  mercantile  navies,  and  the  progress  of  navigation  in  each 
country  during  the  ten  years  ending  in  1872.  Mr.  Martin’s  last  three  tables 
are  devoted  to  the  trade  of  Great  Britain,  showing  the  imports  and  exports  to 
various  markets  in  1873  an<*  1874,  with  the  material  progress  of  England  in 
the  course  of  the  last  generation,  namely,  from  1844  to  1874.  This  last  table 
is  of  great  interest.  It  shows  that,  since  1844,  the  population  of  the  United 
Kingdom  has  increased  from  27,525,119  to  34412,010.  The  exports  have  risen 
from  58  millions  to  239  millions  sterling,  and  the  imports  from  35  millions 
sterling  to  368  millions.  Meanwhile  the  taxes  have  risen  from  ;£ 52,835,125  in 
1844  to  ;£ 77,335,65 7,  which  is  equal  per  capita  to  $7*90  in  1844  and  $978  in 
1874.  This  table  of  Mr.  Martin’s  is  selected  from  a report  lately  made  to  the 
House  of  Commons,  and  the  figures  are,  therefore,  official.  These  tables  are 
preceded  by  a chronological  summary  of  the  chief  events  during  the  year 
1874.  The  second  part  of  the  book  gives  an  analytical  synopsis  of  each 
of  the  States  of  Europe,,  showing  its  government,  constitution,  revenue,  army 
and  navy,  area  and  population,  trade  and  industry,  railways  and  telegraphs, 
with  the  statistics  of  the  churches  and  schools,  with  a variety  of  detailed 
information  of  the  highest  possible  value  to  every  one  whose  business  or 
ambition  leads  him  to  take  note  of  the  stirring  events  which  are  occurring  in 
Europe.  The  third  part  of  the  book  applies  the  same  analysis  to  America, 
Africa,  Asia  and  Australia.  In  the  chapter  devoted  to  the  United  States  the 
American  reader  will  wish  that  Mr.  Martin  had  carried  down  his  researches  to 
a more  recent  period.  The  same  criticism  is  suggested  in  regard  to  India  and 
Canada,  which,  being  British  dependencies,  had  more  right  to  complain,  per- 
haps, than  would  be  conceded  to  a fbreign  country.  These,  and  a few  other 
defects  in  the  Statesman's  Year-Book  will,  no  doubt,  be  corrected  in  future 
issues  of  this  popular  and  useful  book  of  reference. 
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The  Internal  Management  of  a Country  Bank . By  Thomas  BULLION;  with 
Notes  and  Observations  by  a Canadian  Bank  Manager . Toronto: 

Williamson.  1874. 

Mr.  Bullion’s  well-known  letters  on  the  functions  and  duties  of  a branch 
manager  were  first  published  in  the  pages  of  the  London  Banker's  Magazine 
nearly  thirty  years  ago.  They  were  collected  and  republished  in  a volume  in 
the  year  1850,  the  author  expressing  the  hope  that  they  might  “assist  the 
junior  officers  in  banks  in  acquiring  that  scientific  knowledge  of  their  profession 
which,  next  to  experience  itself,  best  qualifies  them  for  offices  of  trust  and 
responsibility.”  The  book  before  us  republishes  these  letters  precisely  as  they 
were  at  first  written.  The  editor,  who  is  a Canadian  Bank  Manager,  has,  how- 
ever, attempted,  with  much  success,  to  adapt  this  English  book  to  the  wants 
of  American  banking.  To  Accomplish  this  he  has  added  a number  of  brief 
practical  notes  which  much  enhance  the  usefulness  of  the  work.  The  most 
important  of  these  annotations  is  appended  to  the  letters  on  Discounts. 


laws  relating  to  the  Treasury  Department , compiled  under  the  Direction  of  the 

Secretary  of  the  Treasury  from  the  Revised  Statutes  of  the  United  States. 

Washington,  1874. 

One  of  the  distinctive  features  of  the  age  in  which  we  live  is  the  activity 
that  pervades  every  department  of  productive  labor.  The  labor  of  the  legis- 
lator offers  no  exception  to  the  rule,  as  the  ponderous  volumes  of  modem 
statutes  in  almost  all  free  countries  abundantly  prove.  Now,  as  it  is  an  old 
and  well-established  maxim  that  ignorantia  legis  neminem  excusal,  and  every  good 
citizen  is  bound  to  know  the  law,  a difficulty  of  no  small  magnitude  has  arisen, 
which  modern  jurisprudence  endeavors  to  meet  by  the  expedient  of  digests, 
compendiums,  and  other  works  of  a like  character.  Mr.  Bristow  has  had  com- 
pleted a task  of  this  kind  in  the  book  before  us.  It  contains  the  whole  of 
those  sections  of  the  Revised  Statutes  which  affect  the  Treasury  or  prescribe 
the  functions  and  powers  of  its  officers.  The  book  is  prepared  chiefly  for  the 
information  of  the  officers  of  the  Treasury,  but  it  is  likely  to  be  of  use  to 
several  different  classes  of  persons.  It  contains,  for  example,  all  the  Revised 
Statutes  of  the  United  States  relative  to  the  banks,  the  internal  revenue,  the 
public  debt,  the  greenback  currency,  the  regulation  of  commerce  and  naviga- 
tion, and  the  management  of  the  Post  Office,  besides  a multitude  of  laws  of  a 
more  general  character.  Hence  the  book  should  be  in  the  library  of  every 
banker  and  financial  student.  It  will  also  be  found  a valuable  book  of  refer- 
ence to  traders  who  are  brought  into  contact  with  the  officers  of  the  customs 
and  internal  revenue.  It  will  be  remembered  that  the  text  of  the  Revised 
Statutes  was  enacted  by  Congress  22  June,  1874.  Moreover,  section  5,601 
provides  that  the  enactment  of  this  revision  shall  not  affect  or  repeal  any  act 
of  Congress  passed  since  1st  December,  1873.  It  follows  that  all  acts  passed 
since  that  date  “are  to  have  full  effect,  as  if  passed  after  this  revision,  and  so 
far  as  any  such  acts  vary  frdm  said  revision  they  are  to  have  effect  as  subse- 
quent statutes;  and  as  repealing  any  portion  of  the  revision  inconsistent 
therewith.”  Thus,  the  recent  finance  laws,  and  all  other  statutes  of  later  date 
than  December,  1873,  are  amendments  {o  the  law  as  here  digested,  and  should 
be  carefully  noted  in  their  proper  place.  Although  this  book  is,  as  we  said, 
intended  chiefly  for  the  use  of  the  Treasury  officials,  a limited  number  of  copies 
will,  it  is  presumed,  be  available  for  the  public. 
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The  Banker's  Code : a Compilation  of  Laws  of  the  State  of  New  York , relating 
to  Incorporated , Associated , and  individual  Banks , National  Banks,  Savings 
Banks , etc . By  Daniel  Shaw,  Late  Deputy  Superintendent  of  the  Banking 
Departments  Albany:  Weed,  Parsons  & Co.,  1875. 

This  is  an  indispensable  book  to  several  classes  of  persons.  To  managers  of 
banks,  loan,  trust,  mortgage,  guarantee  and  indemnity  companies  it  gives  in 
an  authentic  form  the  present  state  of  the  law  in  the  very  words  of  the  stat- 
utes regulating  such  institutions.  The  book  is  divided  into  sixteen  chapters. 
The  first  contains  everything  in  the  Revised  Statutes  of  this  State  pertaining  to 
the  Bank  Department  at  Albany,  defining  its  constitution,  powers  and  functions. 
The  second  chapter  presents  a compendium  in  37  pages  of  the  law  relative  to 
banking  associations  and  individual  bankers.  The  next  chapter  gives  in  a 
dozen  pages  the  full  account  of  the  laws  relative  to  the  conversion  of  State 
banks  into  National  banks  and  of  National  banks  into  State  banks ; also  of  the 
law  as  to  the  final  closing  of  incorporated,  associated  and  individual  banks. 
The  next  ten  chapters  are  devoted  to  the  enforcement  of  the  responsibility  of 
stockholders,  and  to  a multitude  of  general  provisions  of  the  banking  law,  the 
most  important  of  which  concern  the  publicity  by  quarterly  reports  and  other- 
wise, which  has  always  been  so  conspicuous  a feature  of  the  New  York  bank- 
ing system.  The  last  two  chapters  contain,  in  brief  compass,  the  general  laws 
relating  to  savings  banks  and  moneyed  corporations.  The  Appendix  gives  a 
variety  of  instructions,  and  forms  of  certificates  and  affidavits,  relative  to  the 
organizations,  individual  banks  and  savings  banks.  The  Index  is  very  careful 
and  elaborate,  adding  greatly  to  the  practical  value  of  the  work  as  a book  of 
reference.  If  an  introduction  were  added  containing  some  historical  and  sta- 
tistical information,  with  a brief  summary  of  the  decisions  of  the  Courts  in 
regard  to  the  usury  penalties,  et  caetera,  the  utility  of  Mr.  Shaw’s  book  would 
have  been  considerably  enhanced.  The  new  Savings  Bank  Law  of  this  State 
will  also,  of  course,  be  inserted  in  its  proper  place  by  intelligent  bank  officers 
who  have  already  purchased  this  book. 


A Treatise  on  the  Law  of  Guaranties  and  of  Principal  and  Surety . By  Henry 
Anselm  De  ColyaR;  with  Notes  to  American  Cases  and  an  Appendix 
containing  the  English  and  American  Statutes  of  Frauds  and  Perjuries , by 
James  Appleton  Morgan,  of  the  Neiu  York  Bar . New  York:  Baker, 

Voorhis  & Co.  1875. 

To  not  a few  of  our  readers  the  Appendix  will  seem  the  most  important 
part  of  this  elaborate  work.  Certainly  it  is  likely  to  prove  of  practical  use  to 
a large  number  of  business  men  in  all  parts  of  the  country.  Mr.  Morgan  has 
thrown  together  in  the  short  compass  of  fifty  pages  a collection  of  valuable 
information,  which,  so  far  as  we  remember,  it  has  not  occurred  to  any  other 
writer  to  compile  in  so  lucid  a form.  In  addition  to  this  digest  of  the  English 
and  American  Statutes  of  Fraud,  the  editor  has  enriched  Mr.  De  Colyar’s 
treatise  with  brief  and  pertinent  notes,  consisting  chiefly  of  citations  of  important 
and  late  American  cases.  Mr.  Morgan  very  modestly  says  that  he  does  not 
pretend  to  cite  all  the  American  cases  on  the  important  and  voluminous  sub- 
jects treated.  Such  an  attempt  would  only  have  added  to  the  bulk  of  the  work 
without  proportionately  increasing  its  value.  He  claims,  however,  “ that 
among  the  cases  cited— ‘some  1,200  in  number — will  be  found  included  all  leading 
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and  late  cases  germane  to  the  subject-matter  of  the  text,  contained  in  the 
various  volumes  of  Federal  and  State  reports.” 

As  for  the  work  of  Mr.  De  Colyar,  its  singular  value  is  too  well  known  in 
this  country  to  need  any  commendation  from  us.  It  is  the  latest  and  the 
most  complete  treatise  that  has  appeared  in  England  on  the  subjects  of  guar- 
anty and  suretyship.  Its  practical  value  to  American  readers  is  enhanced  by 
several  circumstances.  For  instance,  Mr.  De  Colyar  has  adopted  the  American 
system  of  text-writing  in  preference  to  that  in  use  by  English  writers.  It  has 
often  been  observed  that  the  American  mind  is  much  more  “Frenchy”  than 
the  English  mind.  This  quality  is  seen  in  nothing  more  perfectly,  perhaps, 
than  in  the  analytical  methods  of  our  best  teachers  and  text-books.  Thus,  in  our 
legal  text-books,  the  American  teacher  usually  adopts  the  method  of  consider- 
ing in  his  text  nothing  but  the  principles  and  the  rules.  These  principles  he 
connects  with  the  cases  in  which  they  have  been  established,  by  the  machinery 
of  foot-notes  or  other  references.  The  English  method,  as  is  well  said  by 
Lord  Campbell,  in  his  Life  of  Chief -Justice  Mansfield , is  almost  exclusively 
historical.  Hence  in  the  best  English  books  we  find,  in  the  body  of  the  text, 
a sort  of  running  record  of  the  cases  themselves,  their  dicta,  rulings,  history, 
progress  and  close.  Not  unfrequently  we  have  in  detail  the  arguments,  objec- 
tions, and  strategy  of  the  opposing  champions  who  fight  on  either  side  in  the 
forensic  arena.  Hence  the  old  phrase  of  “imbuing  the  mind  with  the  spirit 
of  the  law  ” no  doubt  had  its  origin.  The  student  in  the  English  Courts, 
like  those  of  the  Courts  of  Ancient  Rome,  was  expected  to  digest  for  himself 
the  complicated  details  of  the  report,  however  imperfectly  it  was  told  him,  and 
to  develop  therefrom  the  principles  and  rules  which  are  for  him  both  the 
basis  and  superstructure  of  the  fabric  of  legal  science  that  he  is  to  build. 

We  are  not  contending  against  this  English  method  of  study.  Though  pro- 
lix and  confusing  to  the  logical  or  the  philosophic  order  of  minds,  it  is  accurate 
and  trustworthy,  and  the  inquirer  is  sure  to  find  out  what  the  law  is  and  what 
are  the  rulings  or  precedents  which  the  Courts  are  most  likely  to  follow.  In 
other  words,  it  has  more  tendency  than  our  method  to  make  the  adept  “a 
living  repository  of  the  law.”  It  is  the  peculiar  merit  of  Mr.  De  Colyar  that 
he  has  conceived  the  idea  and  executed  the  work  of  grafting  the  American 
variety  on  the  English  stock,  to  the  great  improvement  of  both.  The  thought- 
ful banker  or  merchant  will  read  with  special  pleasure  the  author’s  remarks 
on  the  operation  of  the  Statute  of  Frauds  upon  promises  to  guarantee  and  on 
the  validity  of  oral  or  verbal  agreements  to  pay  the  debt  of  another.  Many  a 
man  of  youthful  promise  and  spotless  honor  has  unwittingly  and  incautiously 
ruined  his  fortunes  or  brought  distress  and  life-long  suffering  on  his  family 
for  a lack  of  little  timely  information,  such  as  this  book  affords.  The  sub- 
jects of  continuing  guaranties  and  of  letters  of  credit,  as  well  as  of  guaranties 
to,  for,  or  by  partners,  will  be  found  extremely  lucid  and  instructive.  We  must 
not  omit  to  mention  that,  while  in  those  cases  where  the  English  rules  laid 
down  by  Mr.  De  Colyar  are  the  same  as  those  governing  in  this  country, 
these  rules  are  accompanied  by  simple  foot-notes  of  the  American  cases,  a 
more  elaborate  foot-note  is  appended  in  every  case  where  the  rules  in  the  two 
countries  differ,  or  where  a doubt  has  been  expressed  in  this  country.'  In  all 
such  cases  the  nature  and  grounds  of  the  difference  or  doubt  are  briefly  and 
concisely  laid  down. 
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INQUIRIES  OF  CORRESPONDENTS, 

Addressed  to  th£  Editor  of  the  Banker's  Magazine. 


I.  Checks  Payable  in  Exchange  on  New  York. 

N.  Y.,  May,  1875. 

A new  State  Bank  has  been  organized  recently  in  this  place  and  began 
operations  by  writing  to  our  larger  correspondents,  offering  to  remit  for  col- 
lections at  less  than  the  usual  rates.  Naturally,  we  were  obliged  to  reduce 
our  rates  in  order  to  keep  the  business,  and  when  they  found  that  we  still 
received  the  larger  part  of  the  collections  they  adopted  the  following  plan : 
They  instruct  their  depositors  to  draw  checks  on  them  “payable  in  New  York 
draft  less  exchange.”  When  we  receive  such  a check  on  them  for  collection 
and  present  it  at  their  counter  for  payment,  they  give  us  their  draft  on  New 
York  for  the  amount,  deducting  the  exchange  at  the  usual  rate.  The  result  of 
this  trick  is,  that  we,  who  do  all  the  work,  do  not  receive  any  pay  for  itf  and 
in  many  cases,  where  the  rates  have  been  reduced,  we  actually  lose  by  making 
the  remittance.  What  do  you  think  of  such  banking?  All  bank  officers  to 
whom  we  have  explained  the  case  condemn  the  practice,  and  som?  say  a check 
written  in  that  way  is  not  negotiable  paper.  One  prominent  bank  president, 
who  does  the  largest  collection  business  in  this  section,  says  it  “shows  either 
weakness  or  fear,”  and  “ when  his  bank  can  pay  only  cents  on  the  dollar, 
he  will  close  the  doors.”  Another  thinks  “it  comes  from  inexperience  and 
will  be  corrected  by  time;”  but  we  would  like  to  have  the  expression  of  opin- 
ion by  some  authority  like  your  Magazine.  We  have  had  for  collection  one 
of  their  certificates  of  deposit  made  payable  in  the  same  way. 

Reply. — We  regard  such  expedients  as  the  above-mentioned  as  very  objec- 
tionable, and  tending  to  the  injury  of  the  bank  which  undertakes  them.  The 
checks  described  are  not  negotiable  paper,  and  tlieir  utterance  is  therefore 
unsound  banking.  But  from  our  knowledge  of  the  bank  complained  of,  we  are 
led  to  agree  with  the  opinion  that  their  error  “comes  from  inexperience  and 
will  be  corrected  by  time,”  for  we  do  not  believe  that  its  officers  would  know- 
ingly have  recourse  to  devices  which  they  might  see  to  be  unfair  as  well  as 
unprofitable  in  the  end. 


II.  Are  Stamped  Signatures  Binding? 

Pa.,  May,  1875. 

In  sending  items  for  collection,  credit,  or  returns,  do  you  consider  it  neces- 
sary to  have  the  written  signature  of  the  Cashier  in  addition  to  a stamp  such 
as  that  below?  Would  you  consider  the  printed  indorsement  of  a Cashier  as 
a strictly  legal  one? 

Pay  ■ Cashier  or  Order,  for  Collection  Account  of 

Fourth  National  Bank,  Cleveland,  O. 

Allen  Strong , Cashier . 

Reply.— The  habit  of  using  such  a stamp  may  be  considered  to  be  con- 
structive evidence  of  its  recognition  as  the  valid  indorsement  of  a bank  upon 
its  collection  paper.  To  obviate  possible  dispute  it  is  much  better,  however, 
that  the  name  of  the  Cashier  or  banker  be  written  by  or  for  him. 
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PUBLIC  DEBT  OF  THE  UNITED  STATES. 


Recapitulation  of  the  Official  Statements  (cents  omitted). 


Debt  Bearing  Interest  in  Coin. 


April  i,  1875.  Mmy  1,  1875. 

Bonds  at  six  per  cent $1,149,135,900  ..  $1,132,177,050 

Bonds  at  five  per  cent 574,252,750  ..  580,652,750 


$ i,723»3^65°  **  $1,712,829,800 


Debt  Bearing  Interest  in  Lawful  Money. 


Certificates  of  indebtedness  at  4 per  cent.  $678,000 
Navy  pension  fund  at  3 per  cent - 14,000,000 


$ 14,678,000 

Debt  on  which  interest  has  ceased 7,973*650 

Debt  Bearing  no  Interest. 

Old  demand  and  legal-tender  notes $379,298,882 

Certificates  of  deposit 43,045,000 

Fractional  currency 44,343,209 

Coin  certificates 24,191,900 


$490,878,991 


Total  debt $2,236,910,292 

Interest 29,048,419 


Total  debt,  principal  and  interest $2,265,967,711 

Cash  in  tiie  Treasury. 

Coin $84,105,520 

Currency 5,182,412 

Special  deposit  held  for  redemption  of  cer- 
tificates of  deposit,  as  provided  bylaw..  43,045,000 


$ 132,332.933 

Debt,  less  cash  in  the  Treasury,  April  I,  *75  $2,133,634,778 
Debt,  less  cash  44  44  May  I,  *75  


Decrease  of  debt  during  the  past  month..  $3,681,210 

Decrease  of  debt  since  June  30,  1874 9453462 


•$678,000 

14,000,000 

$ 14,678,000 
*9*559*  Mo 


$378**23492 
47,865,000 
43  >809*565 
22403.300 


$492,201,358 


$2,239,268,298 

35,628,178 

$ 2,274,896476 


$94,625,669 

*.090,375 

47,865,000 
$ 143,587,044 


$2,131,309.43* 

$2,325,346 

11,778309 


Bonds  Issued  to  the  Pacific  Railway  Companies,  Interest  PaVable 
in  Lawful  Money. 


Principal  outstanding $64,623,512 

Interest  accrued  and  not  yet  paid 969,352 


$64,623,512 

1,292470 


Interest  paid  by  the  United  States 26,264,102 

Interest  repaid  by  transportation  of  mails,  &c.  5,943,748 


Balance  of  interest  paid  by  the  U.  S..  $20,320,354 


26,264,102 

5*945.643 

$20,3,8*58 
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THE  BANK  CONVENTION  OF  1875. 

To  the  Bank  Officers  and  Bankers  of  the  United  States:  April,  1875. 

Dear  Sir:  You  are  respectfully  invited  to  attend  a National  Convention  of 
Bank  Cashiers  and  Bankers,  to  be  held  on  the  20th  day  of  July  next,  at  Sara- 
toga, New  York.  The  desire  and  necessity  for  a meeting  such  as  is  now 
proposed  has  long  been  fully  realized,  and  its  importance  duly  appreciated  by 
all  who  have  an  official  connection  with  banks.  The  advantages  and  pleasure, 
individually,  that  will  be  derived  from  personal  intercourse  with  those  who  are 
in  daily  correspondence,  are  alone  sufficient  inducement  for  such  a meeting; 
and,  besides  better  acquaintance  and  pleasure,  we  believe  that  great  profit  will 
result  from  interchange  and  comparison  of  ideas  and  experiences  relating  to 
the  conduct  of  our  business.  We  cannot  but  think,  furthermore,  that  our 
general  interests  will  be  promoted  by  a National  Congress  of  experienced  bank 
officers  and  financiers,  in  which,  doubtless,  questions  of  National  interest  and 
importance,  as  they  relate  to  us,  will  be  fully  and  freely  discussed.  These 
objects  combined  must,  we  believe,  command  universal  respect  and  attention, 
and  exert  a powerful  influence  for  good.  From  the  hearty  approval  of  the 
meeting  and  its  objects  received  through  responses  to  correspondence  with 
cashiers  and  bankers  in  the  principal  cities  and  towns  of  the  country,  we  have 
•every  reason  to  expect  a very  large  attendance. 

It  will  give  us  pleasure  to  have  you  signify,  to  one  of  the  undersigned,  your 
intention  to  be  present  at  the  Convention ; and  also  any  counsel  or  suggestions 
you  may  be  pleased  to  give  respecting  the  meeting,  the  order  of  business, 
.subjects  for  discussion  and  action,  &c.,  &c.  Very  respectfully, 


Geo.  F.  Baker.  Cashier.  Wm.  G.  Fitch.  Cashier. 


First  National  Bank,  New  York. 
A.  W.  Sherman,  Cashier, 

Dry  Goods  Bank,  New  York. 
John  M.  Crane,  Cashier, 

Nat.  Shoe  & Leather  Bank,  New  York. 
Royal  B.  Conant,  Cashier, 

Eliot  National  Bank,  Boston. 
John  J.  Eddy,  Cashier, 

Nat.  Bank  of  Commonwealth,  Boston. 
Wm.  A.  Winship,  Cashier, 

Casco  National  Bank,  Portland. 
Hiram  Rich,  Cashier, 

Cape  Ann  National  Bank,  Gloucester. 
John  W.  Vernon,  Cashier, 

Merchants’  National  Bank,  Providence. 
Morton  McMichael,  Jr.,  Cashier, 

First  National  Bank,  Philadelphia. 
P.  A.  Keller,  Cashier, 

Union  National  Bank,  Philadelphia. 
J.  Wesley  Guest,  Cashier, 

Citizens'  National  Bank,  Baltimore. 
A.  P.  Palmer,  Cash.,  Albany  City  Bk. 
S.  M.  Clement,  Cash.  Marine  Bk,  Buffalo. 
Chas.  E. Upton,  Cash.  City  Bk.,  Rochester. 
J.  D.  Scully,  Cashier, 

First  National  Bank,  Pittsburgh. 
C.  C.  Cadman,  Cashier, 

Merchants  & Manufacturers'  Bk.,  Detroit. 
W.  R.  Merriam,  Cashier, 

Merchants’  National  Bank,  St  Paul. 
L.  V.  Parsons,  Cashier, 

Third  National  Bank,  Chicago. 
L.  J.  Gage,  Cash.  First  Nat. Bk., Chicago. 
Geo.  A.  Ives,  Cashier, 

Union  National  Bank,  Chicago. 
U.  S.  Penfield,  Cash.  First  N.  B.,  Quincy. 


National  Exchange  Bank,  Milwaukee. 
Theo.  Stanwood,  Cashier, 

First  National  Bank,  Cincinnati. 
H.  C.  Yergason,  Cashier, 

Merchants'  National  Bank,  Cincinnati. 
Wm.  L.  Cutter,  Cashier, 

Merchants'  National  Bank,  Cleveland. 
C.  F.  Adams,  Cash.  Second  N.  B., Toledo. 

E.  C.  Breck,  Cash.  Ex.  Bk.,  St.  Louis. 
James  T.  Howenstein,  Cashier, 

Valley  National  Bank,  St.  Louis. 

R.  A.  Betts,  Cash.  St.  Louis  Nat.  Bk. 

F.  W.  Biebinger,  Cashier. 

Fourth  National  Bank,  St  Louis. 

S.  A.  Fletcher  & Co.,  Indianapolis. 
W.  G.  Hume,  Cash.  Bk.  of  Ky.,  Louisville. 
L.  C.  Murray,  Cashier, 

Kentucky  National  Bank,  Louisville. 
J.  J.  Freeman,  Cashier, 

State  National  Bank,  Memphis. 
C.  L.  C.  Dupuy,  Cashier, 

State  National  Bank,  New  Orleans. 
Joseph  Mitchel,  Cashier, 

Mutual  National  Bank,  New  Orleans. 
H.  G.  Loper,  Cashier, 

People's  National  Bank,  Charleston. 
J.  W.  Lockwood,  Cashier, 

National  Bank  of  Virginia,  Richmond. 
Ball,  Hutchings  & Co.,  Galveston. 

J.  L.  Leonard,  Cashier, 

Adams  & Leonard,  Dallas. 
Thomas  Brown,  Cashier, 

Bank  of  California,  San  Francisco. 
R.  N.  Van  Brunt,  Cashier, 

Merchants'  Exch.  Bank,  San  Francisco. 
P.  N.  Lilienthal,  Cashier, 
Anglo-Califomian  Bank,  San  Francisco. 
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The  New  Assistant  Secretary  of  the  Treasury. — Mr.  Curtis  F.  Burn- 
ham, of  Richmond,  Ky.,  has  been  appointed  Assistant  Secretary  of  the  Treasury,. 
vice  Hartley,  resigned.  Mr.  Burnnam  is  President  of  the  Farmers’  National 
Bank,  a lawyer  of  high  standing,  and  in  every  sense  a reputable  gentleman. 

Five-Twenty  Bonds. — The  eighteenth  call  was  made  by  the  Treasury  Depart- 
ment on  May  i,  for  $5,000,000,  of  Five-twenties  of  1862,  interest  to  cease  on  Au- 
gust I,  viz.  : • 

$50—  No.  17,101  to  No.  18,700 $500— No.  22,410  to  25,000. 

$100— No.  44,201  to  No.  48,100 $1,000— No.  70,951  to  75,850. 

The  Nineteenth  Call  of  Five-Twenty  Bonds. — The  Secretary  of  the 
Treasury,  on  the  15th  of  May,  issued  a call  for  the  redemption  of  $5,000,000 
of  5-20  bonds  of  1862,  to  be  paid  on  the  15th  day  of  August,  at  which  date 
interest  will  cease.  All  the  amount  called  in  is  in  coupon  bonds,  the  numbers, 
both  inclusive,  viz.  : 

$50— No.  18701  to  No.  20309 $500— No.  25001  to  No.  27500. 

$ 100 — No.  48101  to  No.  51600 $ 1000 — No.  75857  to  No.  80650. 

Treasury  Redemption. — Assistant  U.  S.  Treasurers  are  henceforth  di- 
rected by  the  Secretary  that  drafts  on  New  York,  Boston  and  Ph  Udelphia 
are  to  be  no  longer  accepted  in  reimbursement  for  National  Bank  notes  re- 
deemed. Payment  may,  however,  be  made  by  deposits  to  the  credit  of  the 
Treasurer’s  currency  transfer  account  in  those  cities.  Banks  outside  of  those 
cities  may  make  the  deposits  through  their  correspondents,  who  may  forward 
the  certificates  directly  to  Treasurer  Spinner.  This  announcement  is  made  in 
view  of  the  risks  attendant,  and  because  the  service  is  not  required  by  law. 

The  Stock  Exchange. — The  annual  election  of  the  New  York  Stock  Ex- 
change was  held  on  Monday,  May  10th.  The  following  were  the  successful 
candidates : 

President,  George  W.  McLean ; Treasurer,  DeWitt  C.  Hays ; Secretary,  B. 
O.  White;  Chairman,  Moses  A.  Wheelock;  Vice-Chairman,  James  Mitchell. 
Governing  Committee — To  serve  two  years,  I.  N.  Newell,  D.  T.  Worden ; to 
serve  four  years,  George  H.  Brodhead,  J.  V.  Bouvier,  C.  M.  Stead,  F.  \V. 
Smith,  H,  Graves,  John  Ten  Brook,  H.  E.  Alexander,  B.  L.  Smyth,  D.  B. 
Hatch,  H.  W.  Perkins.  Trustee  of  Gratuity  Fund,  A.  S.  Peabody. 

At  the  opening  of  the  Exchange  on  the  nth,  the  result  of  the  election  was 
announced.  Mr.  George  H.  Brodhead,  the  retiring  President,  made  a brief 
address,  and  thanked  the  members  for  the  uniform  courtesy  and  consideration 
extended  to  him  during  his  official  term. 

The  new  President,  Mr.  McLean,  was  received  with  applause.  He  stated  that 
the  day  was  the  anniversary  of  his  entrance  into  Wall  street  thirty-six  years 
ago,  and  that  among  those  who  had  cast  their  votes  for  him  he  recognized  the 
sons  of  the  associates  of  his  boyhood.  He  referred  to  the  present  prosperous 
condition  of  the  Exchange,  ana  congratulated  the  members  on  this  and  its 
future  prospects.  • 

National  Bank  of  the  Commonwealth. — The  Comptroller  of  the  Currency 
will  declare  a dividend  of  20  per  cent,  in  favor  of  the  shareholders  of  this  bank  as 
soon  as  their  claims  are  proved  and  the  schedules  can  be  prepared  by  the  Re- 
ceiver. The  creditors  of  the  bank  have  already  been  paid  their  full  amounts. 

New  York. — Messrs.  Forster,  Ludlow  & Co.,  of  Austin,  Texas,  have  opened 
a banking-house  in  this  city  at  No.  7 Wall  street.  Mr.  Francis  B.  Forster,  the 
senior  partner,  will  attend  personally  to  the  business  here,  and  the  Texas  house 
is  to  be  continued  as  heretofore. 
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The  Liability  of  Banks  for  Counterfeit  Notes. — A package  of  legal- 
tender  notes  was  sent,  by  a National  bank  in  Nebraska,  to  the  Treasurer’s 
office,  for  which  returns  were  at  once  made  to  the  bank.  In  this  package,  so 
redeemed,  was  one  $500  note  of  the  issue  of  1869,  which  was  subsequently 
ascertained  to  be  a counterfeit.  That  it  might  be  settled  by  competent  author- 
ity, the  Treasurer  submitted  for  decision  the  question  as  to  the  liability  of  the 
bank  or  the  Treasurer  for  a counterfeit  once  redeemed.  In  a letter  to  Treas- 
urer Spinner,  the  Secretaiy  thus  replies: 

“ It  appears  from  your  letter  that  the  principle  upon  which  the  bank  founds 
its  claim  to  be  relieved  from  liability  is,  that  the  person  who  pays  what  pur- 
ports to  be  a genuine  obligation  given  by  him  for  the  payment  of  money,  but 
which  is  really  a forgery,"  cannot  recover  the  money  paid,  and  that  he  is  con- 
sidered as  adopting  the  paper  when  he,  with  better  opportunities  to  determine 
upon  its  genuine  character  than  are  possessed  by  any  other  person,  pays  the 
amount.  Admitting  that  the  courts  have  ruled  to  this  effect  as  between  private 
parties,  the  United  States  have  alwavs  taken  the  ground  that  its  agents,  in 
redeeming  spurious  issues,  could  not  bring  the  Government  within  the  opera- 
tion of  this  general  rule,  and  inasmuch  as  all  the  courts  before  which  the  issue 
has  been  tried  have  adjudicated  in  support  of  the  position  assumed  by  the 
Government,  you  can,  with  good  reason  and  great  propriety,  demand  of  the 
bank  the  refund  of  the  amount  in  question.” 

California. — The  banking-house  of  Wigginton,  Blair  & Co.,  at  Merced,  is 
succeeded  by  the  Merced  Bank.  The  officers  are — J.  M.  Montgomery,  Presi- 
dent; S.  C.  Bates,  Vice-President,  and  Charles  M.  Blair,  Cashier. 

Boston. — Benjamin  Dodd  died  at  Boston  on  April  25th,  aged  seventy-nine. 
Mr.  Dodd  was  a native  of  Holden,  Mass.,  and  a brother  of  the  late  James 
Dodd,  who  was  for  many  years  Cashier  of  the  Massachusetts  Bank.  The  de- 
ceased was  identified  with  the  banking  interests  of  Boston  by  connection  with 
several  institutions  during  the  past  sixty  years.  He  was  first  book-keeper  in 
the  City  Bank,  and  afterward  foreign  money  clerk  in  the  New  England  Bank. 
When  the  Atlantic  Bank  was  established  in  1828,  Mr.  Dodd  was  appointed 
Cashier,  which  position  he  continued  to  hold  until  his  death — a period  of  forty- 
seven  years.  His  successor  is  Mr.  James  T.  Drown,  formerly  the  Assistant 
Cashier. 

Who  is  the  Oldest  Bank  Officer  ?— It  is  claimed  that  Mr.  William  H. 
Foster,  Cashier  of  the  Asiatic  Bank,  Salem,  is  the  oldest  bank  officer  in  Massa- 
chusetts. Mr.  Foster  began  his  services  in  June,  1824,  has  ever  since  con- 
tinued uninterruptedly  in  office,  and  is  now  reputed  to  be  as  efficient  as  at 
any  previous  time  in  his  long  career. 

Notwithstanding  their  many  responsibilities,  and  frequently  arduous  duties, 
the  longevity  of  bank  officers  compares  favorably  with  that  of  any  other  voca- 
tion. It  is  interesting  to  note  such  instances  of  faithful  and  long-continued 
service  as  the  above,  and,  if  our  readers  will  favor  us  with  the  information, 
we  shall  be  glad  to  place  others  on  record.  As  a rule,  it  will  be  found  that 
these  reverend  seniors  have  always  been  men  of  very  regular  habits,  and  little 
given  to  excitements  of  any  kind. 

Minnesota. — The  First  National  Bank  of  Duluth  has  elected  the  following 
new  officers : President,  Sidney  Luce,  vice  J.  B.  Culver,  resigned ; Cashier, 
Henry  H.  Bell,  vice  George  C.  " Stone,  resigned. 

Mississippi. — The  Capital  State  Bank,  at  Jackson,  announces  in  the  Bankers’ 
Directory  at  the  end  of  this  number,  its  readiness  to  attend  promptly  to 
collections  throughout  the  State  of  Mississippi.  The  officers  are,  Thomas  E. 
Helm,  President;  John  H.  Odeneal,  Cashier.  New  York  correspondent,  The 
Ninth  National  Bank. 

Ohio.— The  First  German  Loan  Association  of  Cincinnati  has  been  reor- 
ganized under  the  firm  name  and  style  of  “ The  Western  German  Bank  of  Cin- 
cinnati,” with  a capital  of  $ 100,000.  The  officers  are,  John  Freytag,  President; 
Joseph  Schoenenberger,  Vice-President;  Adolph  Sommer,  Cashier;  and  F.  J. 
Werner,  Secretary.  New  York  Correspondent,  the  Importers  and  Traders*  Na- 
tional Bank. 
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Pkilcuielphia. — The  May  Dividends  of  Philadelphia  Banks  are  as  follows: 

Per  ct.  Per  ct. 


Second  National  Bank 5 

Third  National  Bank 5 

Sixth  National  Bank 5 

Seventh  National  Bank 3 

Central  National  Bank 6 

City  National  Bank 6 

Commercial  National  Bank 5 

Consolidation  National  Bank 6 

Corn  Exchange  National  Bank...  5 
Farmers  and  Mechanics’  N.  Bank  5 

Girard  National  Bank 6 

Kensington  National  Bank 6 

Manufacturers’  National  Bank..  4 


..  Mechanics’  National  Bank 5 

..  National  Bank  of  Commerce...  4 
..  National  Bank  of  Germantown.  6 
..  Nat.  Bank  of  Northern  Libertiesio 
..  National  Bank  of  the  Republic. 

..  People’s  Bank 6 

..  Penn  National  Bank 5 

..  Philadelphia  National  Bank 7 

..  Southwark  National  Bank 10 

..  Tradesmen’s  National  Bank 10 

..  Union  National  Bank 5 

..  Western  National  Bank 5 

. . . West  Philadelphia  Bank 4 


The  Ledger  thus  remarks : The  banks  declare  on  the  same  amount  of  capi- 
tal as  at  the  last  semi-annual  period  in  November  last,  and  all  the  banks  make 
the  same  dividends  as  then,  so  far  as  we  learn,  except  the  Mechanics’  National 
and  the  Corn  Exchange  National,  each  of  which  makes  five  per  cent,  now  and 
made  six  in  November  last.  The  Commonwealth  National  Bank,  that  made 
two  per  cent,  at  the  November  period,  now  passes  its  dividend,  as  does  also 
the  Bank  of  America,  which  is  in  a transition  state,  and  the  Spring  Garden 
Bank,  which  has  put  its  earnings  into  a new  banking  house.  We  have  no 
positive  information  from  the  Bank  of  the  Republic,  but  have  been  informed 
that  it,  too,  passes  its  dividend  for  the  present.  No  one  of  the  banks  makes 
any  larger  dividend  than  in  November  last.  Money  for  the  last  half  year  has 
been  unusually  cheap  from  lack  of  legitimate  business  demand  for  its  use,  and 
the  banks  have  been  enabled  to  keep  up  their  dividends  so  generally  as  they 
have  only  by  the  aid  of  their  large  surpluses  and  very  heavy  lines  of  deposits. 


Attempted  Bank  Theft.— An  endeavor  was  made  on  May  3d,  to  rob  the 
People’s  Savings  Bank,  of  Pittsburgh.  While  the  cashier  was  alone  three  per- 
sons entered  the  bank  separately,  apparently  strangers  to  each  other.  Two 
engaged  the  attention  of  the  cashier  while  the  third  succeeded  in  getting  be- 
hind the  counter.  Their  design  was  frustrated,  however,  by  persons  who  had 
observed  their  movements  on  entering  the  bank.  Two  men  wefe  arrested  the 
next  day,  who  were  believed  to  be  the  parties  implicated. 


Payment  of  Forged  Orders  on  Savings  Banks. — Appleby  vs.  the  Erie 
County  Savings  Bank  of  Buffalo.  In  1873  plaintiff  had  to  his  credit,  on  books 
of  defendant,  a deposit  of  $925.50.  One  Clarkson  stole  the  plaintiff's  pass- 
book from  his  trunk,  forged  a receipt  in  the  plaintiff s name,  and  drew  the 
money  from  the  bank.  Defendant’s  by-laws  provided  that  possession  of  the 
pass-book  was  sufficient  evidence  of  ownership  to  authorize  the  payment  of 
moneys  due  thereon,  without  further  inquiry  on  its  part.  There  was  some 
evidence  going  to  show  that  Clarkson,  upon  presenting  the  pass-book  at  the 
bank,  acted  in  a manner  calculated  to  arouse  suspicion;  also,  that  there  was 
material  difference  between  the  forged  signature  and  the  genuine  one  written 
in  the  signature -book  of  the  bank.  Defendant  claimed  that,  having  over 
twenty-five  thousand  depositors,  it  is  imposible  that  the  officers  of  the  bank 
can  recognize  them  all,  or  even  become  familiar  enough  with  their  signatures 
to  detect  forgeries,  and  that  the  bank  is  protected  by  the  by-law  before  men- 
tioned. The  Superior  Court  of  Buffalo  directed  a verdict  for  defendant.  Upon 
appeal  to  General  Term  this  ruling  was  sustained,  and  the  New  York  Court 
of  Appeals  has  affirmed  the  judgment  with  costs. 

This  decision  takes  from  the  depositor  in  a Savings  Bank  one  of  the  impor- 
tant advantages  of  a bank  account,  viz. : security  from  robber}’.  It  is  an  un- 
wise evasion  of  responsibility  if  deposits  payable  to  order  are  to  be  treated 
like  coupons  payable  to  bearer,  and  if  the  money  represented  by  a pass-book 
can  be  stolen  as  readily  as  a bank-note.  A serious  loss  of  business  is  not  un- 
likely to  ensue  when  tnis  point  comes  to  be  generally  understood  by  a class 
already  disposed  to  regard  all  moneyed  institutions  as  hostile  to  individual 
rights. 
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Utah. — The  suspension  of  the  “Bank  of  Corinne,"  at  Corinne,  is  reported. 
The  name  of  this  concern  was  dropped  from  the  Banker's  Almanac  and  Regis- 
ter, on  account  of  its  inexcusable  tardiness  in  remitting  for  collections.  A new 
banking-house  at  that  point  was  announced  in  our  April  number — Messrs.  J.  W. 
Guthrie  & Co.,  whose  New  York  correspondents  are  Messrs.  Geo.  Opdyke  & Co. 

Virginia  Law. — A curious  feature  is  brought  to  notice  in  a decision  of  the 
United  States  District  Court,  Judge  Hughes,  in  the  case  of  Harmanson,  assig- 
nee, vs,  Wilson,  et  al.  This  decision  allows  a deduction  of  interest  on  certain 
promissory  notes  running  during  the  war.  The  Court  said  that  the  contract 
to  pay  interest  in  Virginia  was  one  subject  to  the  legislative  will,  and  not  pro- 
tected by  the  constitutional  provision  which  prohibits  the  impairment  of  con- 
tracts. It  was  also  said  that  the  Legislature  has  constantly  subjected  the  al- 
lowance of  interest  to  the  discretion  of  juries.  The  inference  is  that  no  matter 
what  rate  of  interest  may  be  agreed  upon  in  a Virginia  contract,  any  other 
rate,  or  none  at  all,  may  be  allowed  by  either  a court  of  chancery  or  a jury. 


Canada. — A statement  showing  the  transactions  of  the  Dominion  Bank  dur- 
ing the  year  ending  30th  April  last,  announces  the  profits  for  that  period, 
after  deducting  expenses  and  bad  or  doubtful  debts,  to  be  $ 138,310.83.  Out 
of  this  sum  two  dividends  of  four  per  cent,  each  were  paid,  and  $61,000  was 
carried  to  rest  account.  The  total  rest  is  now  $ 225,000,  or  22  per  cent,  on 
the  paid  up  capital. 

The  Bank  of  Montreal. — After  paying  expenses  and  providing  for  bad 
and  doubtful  debts,  the  net  profits  for  the  year  ending  April  30th,  were  $ 1,994, 
406,  against  $2,072,540  for  the  corresponding  period  of  1874.  An  addition  of 
$ 500,000  was  made  to  the  rest  account,  which  is  now  nearly  fifty  per  cent,  of 
the  paid  up  capital. 

La  Banque  Nationale. — The  fifteenth  annual  meeting  of  shareholders  was 
held  May  3d,  at  the  office  in  Quebec,  when  the  Directors'  report  and  statement 
were  presented.  The  net  profits  of  the  year  ending  April  30th,  were  $220,- 
231.  Out  of  these,  two  dividends  of  four  per  cent  were  made,  and  the  sum  of 
$ 80,000  carried  to  rest  account.  The  latter  now  amounts  to  $400,000,  or 
twenty  per  cent  on  the  capital  of  the  bank. 

Canadian  Statistics. — The  trade  and  navigation  returns  of  Canada  for  the 
year  ending  June  30,  1874,  have  been  presented  to  the  Dominion  Parliament. 
The  total  exports  for  1874  amounted  to  $89,351,928,  and  the  imports  to  $128,213,- 
582,  representing  a total  volume  of  trade  of  $217,565,510. 

Brazil. — A cable  despatch  from  London,  received  on  May  14th,  announced 
the  suspension  of  the  National  Bank,  Rio  de  Janeiro,  Brazil.  This  is  a local 
institution,  with  a capital  of  $5,000,000,  of  which  $2,500,000  was  paid  up.  At 
the  last  published  report,  31st  of  December,  1874,  the  stock  was  selling  at  par. 
The  suspension  of  tnis  institution  caused  much  excitement  at  Rio,  and  many 
depositors  in  other  banks  withdrew  their  funds.  The  Bank  of  Brazil  came  to 
the  aid  of  the  National  Bank,  and  the  Government  introduced  a bill  in  the 
Chamber  of  Deputies  authorizing  the  issue  of  25,000  contos  to  relieve  the  cri- 
sis, which  was  caused  by  the  absorption  of  capital  by  great  undertakings  in  the 
provinces.  These  steps  restored  confidence.  The  National  Bank  has  asked 
the  forbearance  of  its  creditors,  promising  to  pay  them  in  full,  with  interest. 

The  Emma  Mine.— Advices  from  London  report  that  Mr.  F.  Whinney  has 
been  appointed  by  the  Vice-Chancellor  to  preside  at  the  shareholders'  meeting 
of  the  Emma  Mining  Company,  when  it  is  thought  that  the  Company  will  be 
wound  up.  The  report  to  the  Company  of  Mr,  Clarence  King,  U.  S.  Govern- 
ment Geologist,  states  that  “the  great  Emma  bonanza,  the  object  of  such  wide 
celebrity,  is,  with  insignificant  exceptions,  worked  out." 

The  Bulk  of  Bank-Notes. — The  stock  of  paid  notes  in  the  Bank  of  Eng- 
land for  seven  years,  comprises  about  94,000,000  in  number,  filling  18,000 
boxes,  which,  if  placed  side  by  side,  would  reach  three  miles.  The  notes, 
placed  in  a pile,  would  be  eight  miles  high;  or,  if  joined  end  to  end,  would 
form  a ribbon  ij,ooo  miles  long;  their  superficial  extent  is  more  than  that  of 
Hyde  Park;  their  original  value  was  over  ^3, 000,000,000,  and  their  weight  is 
over  1 12  tons. 
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OFFICIAL  BULLETIN  OF  NEW  NATIONAL  BANKS, 
Authorized  April  21  to  May  18,  1875. 


Capital.  — . 

No.  Name  and  Place . President  and  Cashier  A nt fieri  ted.  Paid. 

2250  Bristol  National  Bank,  John  H.  Sessions $100,000 

Bristol,  Conn.  Chas.  S.  Treadway.  $60,000 

2251  Greenville  National  Bank,  William  Achre 110,000 

Greenville,  Penn.  William  H.  Beil.  55.000 

2252  First  National  Bank,  Alfred  Douden 100,000 

Millersburg,  Penn.  Ferdinand  H.  Voss.  60,000 

2253  Hatboro  National  Bank,  I.  Newton  Evans....  65,000 

Hatboro,  Penn.  S.  Carey  Ball.  45,800 

2254  First  National  Bank,  Henry  W.  Krieder. ..  50,000 

Prairie  City,  III.  Jairies  H.  Wilson.  30,000 

2255  Orange  National  Bank,  Damon  E.  Cheney  .. . iqo,ooo 

Orange,  Mass.  James  H.  Waite.  50.000 

2256  Farmers  & Mech.  N.  Bank,  B.  Magoffin,  Jr 80,000 

Mercer,  Penn 40,000 

2257  Second  National  Bank,  John  S.  Applegate.. . 75,000 

Red  Bank,  N.  J.  Isaac  B.  Edwards.  40,000 

2258  First  National  Bank,  Sam’l  D.  Livengood..  50,000 

Meyersdale,  Penn.  John  M.  Olinger.  34,000 

2259  First  National  Bank,  Charles  Shaw 100,000 

Dexter,  Maine.  Charles  W.  Curtis.  50, coo 

2260  Manufacturers’  Nat.  Bank  John  M.  Robbins  ....  100,000 

Lewiston,  Maine.  William  Libby.  50,000 

2261  German  National  Bank,  Adam  Wiese 200,000 

Allegheny,  Penn.  Joseph  Stratman.  100,000 

2262  Citizens’  National  Bank,  Joseph  A.  Beauvais  ..  250,000 

New  Bedford,  Mass.  T.  B.  Fuller.  125.000 

2263  National  Bank  of  Newport,  Lucius  Robinson 100,000 

Newport,  Vt.  50,000 

2264  Packard  National  Bank,  William  N.  Packard..  100,000 

Greenfield,  Mass.  Rufus  A.  Packard.  50,000 


NEW  BANKS,  BANKERS,  AND  SAVINGS  BANKS. 


(Monthly  List ; continued  from  May  No.,  page  913.J 


Place  and  State.  Name  of  Bank.  N.  Y.  Correspondent. 

San  Bernadino,  Cal.  . Bank  of  San  Bernadino Kountze  Brothers. 

Merced,  “ . Merced  Bank 

Bristol,  Conn Bristol  National  Bank Fourth  National  Bank. 


Rome,  Ga Printup  Brothers  & Co Fourth  National  Bank. 

Bloomington,  III..  ..  Bunn  & Holmes Bank  of  North  America. 

Chatsworth,  “ ...  E.  A.  Bangs  & Co Third  National  Bank. 

Marshall,  “ ...  Clark  County  Bank 

Prairie  City,  “ ..  First  National  Bank.......  

Albion,  Ind Albion  Bank Cecil,  Stout  & Thayer. 

Blairstown,  Iowa Benton  County  Bank 

Lemars,  “ Lemars  Bank George  Opdyke  8c  Co. 

Mt.  Ayr,  •*  Sellards  & Loughlin Kountze  Brothers. 
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Place  and  State.  Name  of  Bank.  N.  V.  Correspondent, 

Holton,  Kan S.  K.  Linscott Kountze  Brothers. 

Humboldt,  “ Humboldt  Bank 

Boston,  Mass Robert  Benson  & Co Chase  & Higginson. 

Greenfield,  44  Packard  National  Bank 

New  Bedford,  44  Citizens’  National  Bank 

Orange,  44  Orange  National  Bank N. Hide  & Leather  B.,  Boston. 

Dexter,  Me First  National  Bank 

Lewiston,  44  Manufacturers’  Nat.  Bank..  

Corunna,  Mich...  J.  D.  Bennett  & Co National  Bank  Commerce. 

Galesburgh,  44  . . Olmsted  & Storms Fourth  National,  Bank. 

Maple  Rapids,  44  ..  S.  P.  Creasinger  & Co W.  A.  Stephens  & Co. 

Eureka,  Nev Eureka  Bank Kountze  Brothers. 

Red  Bank,  N.  J Second  National  Bank 

Rochester,  N.  Y Commercial  Bank American  Exchange  Nat.  Bk. 

Marion,  44  ' A.  B.  Short 

Tarboro,  N.  C Matthew  Weddell 

Sidney,  Ohio German-American  Bank National  Park  Bank. 

Allegheny,  Penn....  German  National  Bank  ....  

Fayette  City,  44  ...  Binns,  Cope  & Brown  

Greenville,  44  ...  Greenville  National  Bank  ..  Importers  & Tra.  Nat.  Bank. 

Hatboro,  44  ...  Hatboro  National  Bank 

Mercer,  44  ...  Farmers  & Mechanics’  N.  B.  

Meyersdale,  44  ...  First  National  Bank 

Millersburg,  44  First  National  Bank Union  National  Bank,  Phila. 

Susque.  Depot,44  ...  Susquehanna  Bank National  Currency  Bank. 

Weatherford,  Texas  . Samuel  H.  Milliken Donnell,  Lawson  & Co. 

Newport, Vt Citizens*  National  Bank....  


CHANGES  OF  PRESIDENT  AND  CASHIER. 

( Monthly  List ; continued  from  May  No.,  page  91 5 J. 

May,  1875. 

Name  0/  Bank,  Elected.  In  place  0/ 

Bowery  National  Bank,  N.  Y.  City..  Robert  Hamilton,  Cash . C.  Ring. 

Bank  of  San  Jos£ Cal.  Clement  T.  Park,  Cash.  Henry  Philip. 

First  National  Bank,  Stamford,  Conn.  Chas.  W.  Brown,  Pres.  H.  M.  Humphrey. 
Merchants’  Nat.  Bank,  Savannah,  Ga.  Henry  Brigham,  Pres. . .... 

First  National  Bank,  Centreville,  Ind.  J.  K.  Jones,  Cash Oliver  T.  Jones. 

Vincennes  Nat.  Bk.,  Vincennes,  44  Wilson  M.  Tyler,  Cash.  F.  H.  Ross. 

Parke  Banking  Co.,  Rockville,  44  A.  K.  Stark,  Pres D.  A.  Coulter. 

Atlantic  National  Bank,  Boston,  Mass.  James  T.  Drown,  Cash . Benjamin  Dodd. 

First  National  Bank,  Duluth  ..Minn.  Sidney  Luce,  Pres. J.  B.  Culver. 

44  44  44  44  Henry  H.  Bell,  Cash . . Geo.  C.  Stone. 

Lake  City  Bank,  Lake  City,  44  Samuel  Doughty,  Pres.  

Capital  State  Bank,  Jackson.  ..Miss.  John  H.  Odeneal,  Cash.  M.  A.  Van  Hook. 

Security  Bank,  St.  Louis Mo.  Henry  M.  Noel,  Cash.  J°hn  Aull. 

First  Nat.  Bank,  Kansas  City,  44  M.  W.  St  Clair,  Cash..  

Farmers  & Traders’  Bk.,  Mexico,  44  R.  R.  Arnold,  Pres. ... 

Central  National  Bank,  Rome  ..N.Y.  Ed.  H.  Shelley,  Cash.  Zaccheus  Hill. 

First  National  Bank,  Yonkers,  44  W.  D.  Olmsted,  Cash. . Egbert  Howland. 
Liberty  Savings  Bank,  Liberty,  Ohio.  C.  W.‘ Wharton,  Cash..  B.  N.  Hatcher. 

Merch.  &Planters’B.,  Denison, Texas Pres.  A.  W.  Gilbert. 

44  44  44  44  W.  S.  Lowe,  Cash John  E.  Gilbert. 
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DISSOLVED,  DISCONTINUED,  OR  CHANGED. 

{Monthly  List,  continual  from  May  No .,  page  915*) 

California — Wigginton,  Blair  & Co.,  Merced  (succeeded  by  Merced  Bank). 

Illinois. — J.  B.  Durham,  Momence  (now  J.  B.  Durham  & Son);  Eagle  In- 
surance Company,  Marshall  (succeeded  by  Clark  County  Bank). 

Indiana. — R.  Pow  & Co.,  Angola  (succeeded  by  Citizens*  Bank). 

Iowa. — Head  Bros.,  Jefferson  (now  Greene  County  Bank). 

Kansas. — Pratt  & Dayton,  Humboldt  (succeeded  by  Humboldt  Bank). 

Maine. — Bank  of  Portland,  Portland  (suspended). 

Massachusetts. — S.  P.  Burt,  New  Bedford  (now  S.  P.  Burt  & Co.). 

Michigan. — Morgan  Vaughan,  Eaton  Rapids  and  Litchfield  (suspended) ; J. 
B.  Wheeler  & Co.,  Corunna  (succeeded  by  J.  D.  Bennett  & Co.);  Hopkins  & 
Jackson,  Benton  Harbor  (succeeded  by  Conger  Bros.) 

Missouri. — Central  Mo.  Bg.  and  Sav.  Asso.,  Sednlia  (now  Sedalia  Savings 
Bank). 

New  York. — Second  National  Bank,  Watkins  (now  Watkins  National  Bank); 
Raytnond  & Huntington,  Rochester  (now  Commercial  Bank). 

North  Carolina. — Bank  of  New  Hanover,  Tarboro  (discontinued). 

Ohio. — First  German  Loan  Association,  Cincinnati  (reorganized  as  the  West- 
ern German  Bank  of  Cincinnati). 

Pennsylvania. — Sharon  Banking  Company,  Sharon  (succeeded  by  Sharon 
National  Bank);  Lykens  Valley  Bank,  Millersburg  (succeeded  by  First  Na- 
tional Bank) ; Millerstown  Savings  Bank,  Millerstown  (succeeded  by  German 
National  Bank);  Achre,  Wick  & Co.,  Greenville  (now  Greenville  National  Bank). 

A.  L.  Bartholomew  & Co.,  Preston  (now  Preston  Bank). 

Rhode  Island. — D.  1.  Brown  & Co.,  Providence  (succeeded  by  Wilbour, 
Jackson  & Co.) 

Texas. — Boaz,  Marklee  & Co.,  Fort  Worth  (now  California  and  Texas  Bank). 

Utah. — Bank  of  Cornne,  Corinne  (suspended). 


THE  PREMIUM  ON  GOLD  AT  NEW  YORK, 

April — May,  1875. 
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NOTES  ON  THE  MONEY  MARKET. 

New  York,  May  25,  1875. 

Exchange  on  London,  at  sixty  days'  sight , 486^  a 4*87#  in  gold. 

Notwithstanding  the  dullness  which  prevails  at  this  season  of  the  year,  there  are 
a number  of  topics  of  special  interest  claiming  discussion.  Some  of  these  arise  out 
of  the  extraordinary  ease  of  the  money  market.  The  plethora  of  unemployed  capi- 
tal has  not  for  a long  time  past  been  so  conspicuous  as  now.  Hence  the  deposits 
of  the  banks  are  much  beyond  the  volume  of  the  legitimate  demand,  and  the  rates 
favor  the  borrower.  Loans  on  Government  collaterals  are  reported  as  low  as  3 per 
cent.,  and  money  is  offered  on  Governments  at  3 per  cent,  for  the  rest  of  this  year. 
Commercial  paper  passes  freely  at  4 to  4#  per  cent,  for  the  best  grades.  The  fact 
is,  however,  that  a good  deal  of  paper  is  offering  at  8 to  10  per  cent ; as  a salu- 
tary conservatism  discriminates  by  a strict  line  of  distinction  against  names  that  are 
not  well  known.  We  have  thus  the  anomaly  prevailing  in  Wall  street,  that  while 
money  is  regularly  quoted  at  rates  that  are  excessively  low,  borrowers  formerly  in 
high  credit  cannot  borrow  except  at  high  rates,  if  at  all.  Unfinished  railroads  are 
of  course  on  this  tabooed  list  of  borrowers,  and  are  likely  to  remain  under  the  ban 
for  some  time  to  come.  This  is  a natural  consequence  of  the  excessive  develop- 
ment of  the  railroad  system  of  credit  during  the  past  few  years.  There  are  some 
indications  of  an  increasing  desire  to  lend,  even  on  securities  formerly  not  in  favor. 

Another  feature  of  the  money  market  is  the  diffusion  of  idle  capital  among  the 
country  banks.  From  causes  that  have  been  much  explored,  the  country  banks 
have  for  years  been  able  to  concentrate  on  interest  at  New  York  in  idle  times  vast 
amounts  of  their  unemployed  funds.  The  facilities  for  doing  this,  which  were  con- 
ferred by  the  National  Banking  system,  have  often  suggested  some  of  the  gravest 
objections  urged  by  the  opponents  of  that  system.  It  is  one  of  the  results  of  the 
late  financial  legislation  that  this  inveterate  habit  of  "the  country  banks  has  been 
interfered  with.  They  are  no  longer  accumulating  so  mischievous  a surplus  of  idle 
deposits  here,  but  seem  disposed  to  a greater  extent  than  formerly  to  keep  their 
funds  at  home.  Hence  money  is  very  easy  in  the  interior.  This  change  affords  a 
suggestive  confirmation  of  some  of  the  arguments  brought  against  the  system  of 
paying  interests  on  deposits.  Congress  in  its  two  last  finance  bills,  has  introduced 
a number  of  obscure  changes  into  the  banking  system  which  are  silently  at  work 
there,  and  their  effects,  which  are  partly  good  and  partly  bad,  cannot  easily  be 
foreseen.  All  that  we  can  do  is  to  point  them  out  as  they  arise.  The  following 
table  shows  the  present  condition  of  the  New  York  Clearing-House  banks.  It  will 
be  seen  that  the  reserve  is  now  above  the  35  per  cent,  required  by  law,  the  excess 
being  $ 13,634,135. 


*875. 

Loans. 

Specie. 

Legal 

Tenders. 

Circulation. 

Deposits. 

Exchanges. 

April  a 6. . . 

. 975,886,000  . 

. 12,045,900  . 

• 53,970,300  . 

. 21,146,900  . 

. 917,996,300  . 

. 448,065,054 

May  3... 

• 278,a5J>9°°  • 

. 9,511,800  . 

. 57.132,900  . 

. 90,784,300  . 

. 921, 06?, IOO  . 

. 500,100,598 

“ xo... 

. 283,400,800  . 

. 10,100,000  . 

• 58,017,500 

. . 90,488,400  . 

• **7,873.300  ■ 

• 513,641.092 

a *?..• 

. 285,216,900  . 

• 10,364,500  . 

• 59.356,300  . 

. 90,363,800  . 

. 231,991,300  . 

. 447,9*i»394 

" *4- •• 

. 983,600,800  . 

. 10,634,600  . 

. 61,0/2,000  . 

. 90, 163,  tOO  . 

. 932,129,700  . 

• 5i4,*57.*78 
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The  Boston  Clearing-House 

statements  compare  as  follows: 

1875. 

Loans. 

Sptrit. 

Legal  Tenders. 

Circulation. 

Deposits. 

April  26 

....  130,59s, 100  ... 

629,000 

...  8,533000  ... 

24,754,006 

• • 74,673,000 

May  3 

• • *30,394,400  . . . 

751,000 

...  8,345,900  .. 

24,739.4<» 

. . 75,334,200 

“ xo 

...  130,024,500  ... 

852,500 

. 7.996,600  . . 

25,013,300 

...  75,100,200 

44  *7 

. . 129,405,700  . . . 

773.200 

7,836,100 

25,011.900 

• • • 74,247  800 

“ 24 

...  128,432,300  ... 

738,000 

8,025,800  . . . 

24  997,300 

...  74,161,900 

The  Philadelphia  statements 

are  subjoined: 

1875. 

Loans. 

Sprrie. 

Legal  Tenders. 

Deposits. 

Circulation. 

April  26 

60,978,406  . . . 

*59.375 

...  15,851,581 

49,642,878 

. . . 11,325.070 

May  3 

61,648,786  ... 

209,092 

. . 16,645,895  . . 

51,603,645 

...  11,278,713 

“ 10 

■ • 61-923.332  ... 

204,510 

16,964,132  .. 

51,677,613 

...  11,259,175 

“ *7 

...  61,688,751  ... 

186,355 

17,222,350  . . 

51,975,323 

...  11,296,367 

44  24 

61,250,700  . . . 

141,270 

..  17,843,861  .. 

52,150,523 

•••  *1,224,859 

The  Stock  Exchange  has  been  excited.  Governments  are  strong  and  active  on  a 
good  demand  from  home  investors.  Savings  banks  are  among  the  principal  buy- 
ers.  The  call  for  five  millions  of  five-twenties,  made  on  the  15th  inst.,  helps  to 
strengthen  the  market,  and  the  prices  here  are  higher  relatively  than  those  current 
in  London,  except  the  quotations  rise  there  or  fall  here,  or  except  there  be  a 
change  in  price  of  gold  and  exchange.  It  is  predicted  that  we  shall  have  some 
considerable  specie  shipments  this  summer.  Taken  with  other  circumstances,  this 
expectation  has  given  firmness  to  the  gold  market.  Our  usual  quotations  are  sub- 
joined : 


Quotations: 

April  30. 

May  4. 

May  it. 

May  18. 

May  25. 

Gold 

H5* 

115  H 

..  lis% 

..  w6* 

..  116* 

U.  S.  5-203,1867  Coup. 

123* 

12  3* 

»*3* 

«?4  * 

U.  S.  new  Fives  Coup. 

117* 

• 1*5* 

116 

««6X 

116* 

West.  Union  Tel.  Co. . 

79 

80 

78* 

76* 

77* 

N.  Y.  C.  & Hudson  K. 

105 

105 

■o?X 

1<H* 

104K 

Lake  Shore 

70* 

7i* 

71 

66* 

65 

Chicago  & Rock  Island 

105* 

104* 

104* 

103* 

102* 

New  Jersey  Central. . . 

H3* 

in* 

ioq 

110 

. . zzo 

Erie 

3 °H 

30* 

27* 

25* 

20* 

Bills  on  London 

4.8704.88 

4.8704.88 

4.6704.88 

4.86^04.87  .. 

4.86*04.87* 

Treasury  balances,  cur. 

$41  866,815  . 

. $41,481,143 

..  $43,611,400 

. . $44,872,978 

. . $ 46,604,300 

Do.  do.  gold 

61,005,067  . 

60,654,614 

..  56,627,686 

53,63I,o8a 

. . 54,400,933 

Much  discussion  continues  in  the  financial  circles  with  regard  to  the  effect  of  the 
two  last  finance  laws.  Mr.- Comptroller  Knox  has  written  to  the  New  York  Even- 
ing Post  an  interesting  explanation.  It  will  be  remembered  that  the  Act  of  June, 

1874,  allowed  the  National  Banks  to  withdraw  their  bonds  from  Washington,  and 
to  give  up  their  circulation,  upon  the  deposit  of  greenbacks  for  the  amount  of  the 
notes  issued  upon  the  bonds.  The  Act  of  January,  1875,  sanctioned  the  issue  of 
National  Bank  notes  without  limit;  but  required  the  withdrawal  of  $80  of  green- 
backs for  each  $ 100  of  bank-notes  issued.  By  the  working  of  these  two  acts  oppo- 
site forces  were  set  in  operation ; and  the  dispute  is,  which  is  the  most  likely  to 
prevail,  the  force  for  inflation,  or  that  for  contraction.  To  answer  this  question  in 
regard  to  the  period  closing  May  1,  Mr.  Knox  shows  that  when  the  Act  of  1874 
was  passed  the  National  Bank  notes  amounted  to  $340,894,182.  On  January  14th, 

1875,  the  notes  had  increased  to  $351,861,450;  and  on  May  1st,  1875,  the  bank- 
notes had  increased  to  $352,617,593.  Since  the  Act  of  1874  was  passed,  notes  have 
been  issued  to  the  amount  of  $8,888,337,  and  there  have  been  $6,164,926  of  notes 
retired  and  destroyed.  Thus  the  actual  increase  of  National  Bank  notes  amounts 
to  $2,723,411.  Turning  now  to  the  other  law,  that  of  January,  1875,  Mr.  Knox 
says  that  the  deposits  of  greenbacks  since  the  enactment  of  that  law  have  been 
$20,794,122.  Besides  this  sum,  $2,723,411  of  greenbacks  had  previously  been  de- 
posited for  note  redemption  by  banks  in  liquidation.  There  were  thus  23  million 


Digitized  by  LjOOQle 


NOTES  ON  THE  MONEY  MARKET. 


999 


1875.1 

of  greenbacks  locked  up  for  this  purpose.  Of  these  23  millions,  $6,164,926  have 
been  released  by  the  destruction  of  the  bank-notes  which  they  represented.  Hence 
the  23  millions  were  reduced,  May  1st,  to  $17,216,132.  But  the  80  per  cent,  clause 
of  the  law  of  January,  1875,  operates  in  regard  to  $4,935,300  of  bank-notes  which 
have  since  been  issued.  To  represent  these  five  millions  of  bank-notes,  greenbacks 
have  been  c inceled  to  the  amount  of  $3,948,240. 

From  these  figures  we  correct  the  table  given  last  month  of  the  currency  contrac- 


tion since  June  14th,  1844,  as  follows  r 

May  1. 

National  bank  notes  contracted  by  depositing  greenbacks , ...  $20,794,122 

Less  new  National  bank  circulation  issue  up  to  May  1,  1875 8,888,337 

$ 11,905,785 

Add  greenbacks  retired,  vi*.,  80  per  cent,  on  $ 3.556,600  new  National  bank  cir- 
culation issued  up  to  date,  May  x 3,948,240 

Absolute  contraction  from  June  20,  1874,  to  May  1,  1875 $15,854,025 


The  Committee  of  Arrangements  of  the  Bankers’  Convention,  composed  of  seven- 
teen bank  cashiers  from  different  parts  of  the  country,  met  to-day  in  this  city,  and 
arrangements  were  made  for  the  Bankers’  Convention  at  Saratoga.  Sub-Commit- 
tees on  Transportation,  Reception,  Organization,  Resolutions,  &c.,  were  appointed. 

Mr.  Bristow’s  war  against  the  Whisky  Ring  is  attracting  much  comment,  and  is 
expected  to  add  a million  dollars  to  the  Internal  Revenue  receipts  from  whisky  this 
year.  Civil  suits  had  been  ordered  on  the  bonds  of  15  gaugers.  A number  of  these 
corrupt  officers  have  been  dismissed  and  some  interesting  revelations  are  expected. 
Meanwhile  there  is  great  satisfaction  at  the  prompt  resolution  with  which  the  Sec- 
retary has  conducted  his  assault  upon  the  swindlers  who  have  so  many  years 
defrauded  the  Government. 

At  Washington  on  the  24th  May  the  Court  of  Claims  gave  judgment  for  $480,000 
in  gold,  in  favor  of  the  State  National  Bank  of  Boston,  which  brought  suit  to 
recover  that  sum  from  the  United  States.  The  amount  was  paid  into  the  Sub- 
Treasury  at  Boston  to  cover  the  defalcation  of  Hartwell,  the  cashier  therein  in 
1867,  the  bank  contending  that  the  United  States,  having  secured  the  money  through 
Hartwell's  knowledge  and  participation  in  fraud,  could  not  hold  the  money. 

The  Legislature  of  this  State  has  closed  its  labors,  having  passed  several  laws 
relative  to  banks,  trust  companies,  building  associations  and  savings  banks.  Of 
these  laws  the  Savings  Bank  General  Act  is  the  most  important.  We  offer  some 
remarks  upon  it  elsewhere.  An  early  copy  of  the  bill  was  sent  to  us  at  our  request 
by  the  Safeguard ",  an  enterprising  and  trustworthy  monthly  journal  devoted  to  the 
interests  of  savings  banks. 

Now  that  the  miners’  strike  in  Pennsylvania  is  closing,  it  may  be  well  to  examine 
the  losses  which  it  has  inflicted  upon  the  country.  As  one  element  in  the  calcula- 
tion, we  may  cite  the  fact  that  the  shipments  of  coal  have  been  enormously  reduced 
in  the  regions  affected  by  the  strike.  The  Miners'  Journal , of  Pottsville,  gives  the 
following  figures  for  the  last  year  and  this : 


*874- 

1875. 

Pennsylvania  and  Reading  Railroad 

*,446,584 

627,321 

Schuylkill  Canal 

203,739 

11,223 

Lehigh  Valley  Railroad,  E 

601,021 

Lehigh  Valley  Railroad,  N 

129,206 

Lehigh  and  Schuylkill  Railroad 

522,919 

160,587 

Lehigh  Canal 

1 9,534 

Total 

3,835,232 

1,548,892 

In  connection  with  the  agitation  for  swift  transportation  in  New  ?ork,  some  finan- 
cial interest  attaches  to  the  report  of  the  Metropolitan  Railway,  the  chief  London 
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underground  line.  The  period  covered  is  the  last  half  of  1874,  during  which  the  gross 
receipts  were  220,521,  and  the  expenses  £ 89,693,  leaving  a net  profit  of  £ 130,828  ; 
which  enables  the  Company  to  make  a dividend  of  1#  per  cent,  on  the  common  stock, 
having  made  one  of  1 per  cent,  for  the  first  half  of  the  year.  The  progress  of  the 
traffic,  and  receipts  of  the  line,  are  shown  by  the  following  table: 


.V umber  0/ 

Gross 

Passengers. 

Receipts . 

1863 

£ 101,707 

1864 

1x6,489 

1865 

»4*.5«3 

1866 

2x0,242 

1867 

233»*8o 

1868 

284,*43 

1869 

36,893,79* 

374,o83 

1870 

38S  372 

1871 

396,068 

1878 

44,392.440 

401,390 

1873 

408, 382 

1874- •••' 

4I,»55° 

Total 

360,192,073 

£ 3 464,219 

The  business  of  18^4  was  equivalent  to  120,845  passengers  daily— enough  to  fill 
1,208  American  cars  each  way  week  days  and  Sundays. 

New  York  imports  for  the  past  month  have  fallen  off,  the  total  being 
$10,727,560  below  those  of  April  last  year,  and  $7,142,059  less  than  in  1873.  The 
specie  imports  for  the  month  were  $1,423,991,  against  $194,492  last  year,  and 
$582,253  in  1873.  During  the  past  ten  months  of  the  fiscal  year,  the  importations 
were  $305,188,375,  against  $326,632,552  during  the  corresponding  period  of  last 
year,  and  $356,610,305  in  1873.  The  merchandise  imports — 1.  /.  the  total  exclusive 
of  specie— for  this  period  were  $395,547,943,  against  $309,550,982  last  year,  and 
$ 350,148,842  in  the  same  months  in  1873.  The  custom  receipts  for  the  month  of 
April  were  $9,603,087.82,  and  show  an  increase  over  the  same  month  last  year  of 
$7,317.11,  notwithstanding  the  heavy  decline  in  the  importations.  The  total  col- 
lections for  the  past  ten  months  amount  ^o  $94,013,899,  against  $94,154,431  during 
the  corresponding  period  last  year,  and  $ 109,978,123  in  1873. 

The  New  York  exports  in  April  show  a total  of  $25,619,533,  against  $25,768,301 
last  year,  and  $29,470,608  in  April,  1873;  exclusive  of  specie,  we  have  a decrease 
of  $3,700,441  from  last  year,  and  $6,0x8,913  from  1873.  Compared  with  the 
month  of  March,  the  total  exports  show  an  increase  of  $2,895,315,  and,  exclusive 
of  specie,  a gain  of  $18,798.  The  domestic  produce  shipments  show  the  heaviest 
falling  off,  the  decrease  being  $3,339,217  from  last  year,  and  $5,589,404  from 
April,  1873.  The  specie  exports  were  $6,018,678,  against  $2,467,005  last  year,  and 
$3,850,840  in  1873.  For  the  ten  months  of  the  fiscal  year,  the  total  exports 
amount  to  $ 272,019,084,  against  $ 282,635,861  during  the  same  period  last  year,  and 
$272,256,191  in  1873.  Exclusive  of  specie,  the  total  stands  $217,094,929,  against 
$251,149,287  last  year,  and  $2x9,192,343  in  1873. 


DEATHS. 

At  Boston,  on  Tuesday,  April  25th,  aged  seventy-nine  years,  Benjamin  Dodd. 
Cashier  since  1828  of  the  Atlantic  Bank  and  the  Atlantic  National  Bank. 

At  New  York,  on  Friday,  May  21st,  aged  fifty-five  years,  David  Salomon, 
President  of  the  German  American  Bank. 

At  Baltimore,  Md.,  on  Friday,  May  21st,  aged  forty-five  years,  Philip  S. 
Chappell,  President  of  the  Third  National  Bank,  of  Baltimore. 
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